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New  York,  November  25,  1879. 
The  Special  Assembly  Committee  on  Eailroads  met  at  the 
Court  House,  in  the  City  of  New  York,  Tuesday,  November 
25th,  1879,  at  11  o'clock  a.  bl,  and  was  called  to  order  by  the 
Chairman. 

Present:  Messrs.  Hepbuen,  Low,  Baker,  Terry,  Noyes, 
Husted,  and  Gbady. 

Mr.  Shipman — I  want  to  call  the  attention  of  the  Committee 
to  one  or  two  matters  ;  I  do  not  find  this  letter  of  Mr.  Robert- 
son's  in  the  record. 

The  Chairman— It  is  not ;  it  has  not  been  put  in  at  all.  If 
you  have  the  letter,  put  it  in  now. 

The  following  is  a  copy  of  the  letter  referred  to  : 

"  South  Orange,  New  Jersey, 
July  31,  1879. 
"  Hon  A.  B.  HePburn, 

Chairman,  &c,  &c. 

"  Dear  Sir, — As  an  act  of  justice  to'  the  Erie  Railroad  Com- 
pany, I  retract  that  portion  of  my  recent  evidence  before  the 
Legislative  Investigating  Committee  in  which  I  stated  that  a 
large  sum  had  been  charged  on  the  Receiver's  books  for  inter- 
est which  had  not  been  paid. 

"This  testimony  was  founded  on  the  memorandum  I  ex- 
hibited whilst  on  the  witness  stand,  and  which  was  handed  to 
me  in  December,  1877,  by  the  Auditor,  Mr.  Little,  in  response 
to  my  enquiry  as  to  what  constituted  the  balance  of  the  profit 
and  loss  account  on  the  Receiver's  ledger,  and  caused  the 
difference  between  the  ledger  and  the  Receiver's  reports. 

"  As  the  trial  balances  brought  into  court  by  Mr.  Little  show 
that  the  profit  and  loss  balance  was  produced  legitimately,  it 
is  evident  that  Mr.  Little  misapprehended  the  object  of  my 
enquiry  when  he  made  and  handed  me  the  memorandum. 

"  It  seems  to  me  only  proper  in  this  connection  to  say  that, 
but  for  the  company's  erroneous  method  of  making  up  the  re- 
port to  the  State  Engineer  as  a  '  profit  and  loss  account,'  this 
misunderstanding  would  probably  not  have  occurred. 

"  That  the  law  does  not  regard  the  report  as  a  profit  and 
loss  account  is  clear  from  the  fact  that  it  directs,  the  company 
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to  report  its  capital,  its  funded  debt,  its  floating  debt,  its  aver- 
age rate  of  interest,  cost  of  road  and  equipment,  and  a  large 
number  of  other  items  which  form  no  part  of  a  profit  and  loss 
account.  It  is  true  that  the  company  is  also  required  to  re- 
port other  items  from  which  may  be  constructed  a  profit  and 
loss  account,  but  this  is  only  incidental  and  forms  but  a  com- 
paratively small  portion  of  the  report.  It  served,  however,  as 
a  basis  for  Mr.  Blanchard's  artfully  framed  question,  whether 
the  report  was  not  practically  and  in  effect  a  '  profit  and  loss 
account,'  a  question  to  which  a  witness  who  did  not  under- 
stand the  deep  importance  of  the  subject  to  the  officers  of  the 
company,  might  have  answered  yes  or  no  with  almost  equal 
confidence. 

"  I  may  add  that  the  New  York  Central  Company,  which 
the  Erie  quotes  as  high  authority,  has  never,  I  believe,  rendered 
a  report  in  the  form  of  a  profit  and  loss  account. 
"  I  am,  sir,  faithfully  your  obedient  servant, 

A.  Robertson." 

Mr.  Shipman — Now,  I  want  to  lay  in  a  few  papers  here  to  re- 
fer to.  I  do  not  ask  to  have  them  printed.  One  aspect  of  this 
Standard  Oil  controversy  was  brought  out  in  relation  to  some 
question  of  the  Erie  Eailroad  Company  not  transporting 
10,000  barrels  of  oil  for  a  Mr.  Olin.  I  am  going  to  ask  Mr.  Vilas 
a  single  question  on  that  point,  and  I  want  to  lay  in  the  printed 
copy  of  the  mandamus  and  the  return  that  was  made,  so  as  to 
refer  to  it  on  the  argument.  I  do  not  ask  to  have  it  made  a 
part  of  the  record. 

Writ  of  mandamus,  answer  and  return  in  the  case  of  The 
People  vs.  Henry  C.  Olin,  in  the  Supreme  Court,  marked  for 
identification  "  Exhibit  No.  1,  November  25,  1879." 

Mr.  Shipman — I  want  to  lay  in  four  affidavits  taken  in  the 
case  of  the  Farmers'  Loan  &  Trust  Company  vs.  the  Erie 
Railway  Company. 

Affidavits  in  the  case  of  the  Farmers'  Loan  &  Trust  Com- 
pany vs.  The  Erie  Eailway  Company,  received  and  marked  for 
identification  "Exhibit  No.  2,  November  25,  1879." 

Mr.  Shipman— I  do  not  propose  to  discuss  the  relations  of 
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James  McHenry  to  the  Erie  Road  at  all,  but  inasmuch  as  that 
subject  has  been  gone  into  somewhat,  I  propose  to  lay  in  here 
the  decision  of  the  Master  of  the  Rolls  -in  that  case,  and  the 
discussion  between  the  court  and  the  counsel  which  took  place. 

Marked  for"  identification  "  Exhibit  No.  3,  November  25, 
1879." 

Mr.  Shipman — Now  I  want  to  put  in  the  record  of  General 
Alexander  S.  Diven's  directorship  of  the  Erie  Road,  and  put 
it  in,  not  for  the  purpose  of  attacking  Mr.  Diven's  reputation, 
but  for  the  purpose  of  correcting  his  recollection.  Mr.  Diven 
stated,  I  think,  that  he  resigned  in  1868  or  1869.  I  merely 
want  the  fact  to  appear  that  General  Diven  was  a  director  of 
that  road  and  an  attendant  at  the  meetings  down  to  July  11, 
1871. 

The  Chaieman— If  you  will  state  the  fact  in  such  form  as 
you  desire,  the  stenographer  will  take  it. 
,  Mr.  Shipman — It  appears  by  the  regular  book  of  minutes  of 
the  Erie  Railway  Company  that  General  Diven  was  a  Director 
and  a  regular  attendant  at  the  Board  meetings  of  the  Erie 
Company  down  to  July,  1871.. 

I  think  the  Committee  asked  Mr.  Blanchard  for  the  amount 
of  stock  held  in  the  Erie  &  Atlantic  Sleeping  Car  Company. 
The  Receiver  held  $153,800,  the  par  value,  of  the  stock  in  that 
company. 

The  Chairman — What  was  the  aggregate  ? 

Mr.  Shipman— I  don't  know  what  it  was ;  I  can  get  it ;  the 
Chairman  requested  to'  know,  or  thought  we  might  as  well 
know  at  least,  what  the  capital  stock  of  the  Baltimore  &  Ohio 
Road  and  the  Pennsylvania  system,  as  it  is  called,  was,  and 
I  desire  to  give  it,  and  can  give  it  in  the  form  of  the  liabilities 
of  the  company,  which  is  as  well  as  any.  It  is  in  the  last  an- 
nual report  of  Mr.  Garrett  to  the  s'tockholders.  He  gives  the 
liabilities  of  the  company,  including  the  capital  stock,  bonds 
and  debentures  and  everything  of  that  kind,  at  $98,379;307.06. 

The  Chaieman— In  that  connection,  can  you  state  just  what 
lines  that  includes  ? 

Mr.  Shipman — It  includes  the  whole  concern ;  all  that  the 

■Baltimore  &  Ohio  Road  own,  and  the  branches.     The  stocks 

and  bonds  of  the  Pennsylvania   Company   and  its   affiliated 

lines  amount  to  $497,000,000  ;  we  have  as  authority  for  that  a 

letter  from  the  office,  Arch  street,  Philadelphia — Mr.  Wright. 
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I  believe  the  gentleman  has  put  in  the  Gould  agreement  and 
the  complaints  in  the  two  cases  of  Gould ;  I  want  to  simply 
have  them  noted  for  identification  together  with  the  opinion  of 
counsel  upon  which  the  cases  were  settled ;  I  shall  not  discuss 
them  at  all  unless  the  gentleman  returns  to  them. 

(Complaints  in  the  Erie  Eailway  Company  vs.  Jay  Gould 
received  and  marked  for  identification  Exhibit  No.  4,  Novem- 
ber 25,  1879.) 

(Copy  of  agreement  of  the  Erie  Eailway  Company  with  Jay 
Gould  received  and  marked  for  identification,  Exhibit  No.  5, 
November  25,  1879.) 

(Summons  and  complaint  in  the  Erie  Kailway  Company  vs. 
Jay  Gould  received  and  marked  for  identification  Exhibit  No. 
6,  November  '25,  1879.) 

(Opinion  of  Shipman,  Barlow,  Larocque  &  Macfarland,  as 
counsel,  as  to  the  settlement  with  Jay  Gould,  received  and 
marked  for  identification,  Exhibit  No.  7,  November  25,  1879.) 

Mr.  Sterne — Have  you  also  a  statement  made  by  Mr.  Stein, 
which  we  called  for,  to  Mr.  Jewett  of  the  Gould  malver- 
sation ? 

Mr.  Shipman — No,  I  have  not, 

George  It.  Blancliard  recalled : 

By  Mr.  Shipman  : 

Q.  Just  state  briefly  about  those  railroad  wars,  and  when 
the  first  serious  one  commenced  and  how  they  ran?  A.  In 
answer  to  Judge  Shipman's  request — on  the  opening  of  the 
Baltimore  &  OKio  Railroad  to  Chicago  in  November,  1874,  the 
Baltimore  &  Ohio  Road  then  having  its  own  line  all  the  way 
from  Chicago  to  Baltimore,  including  its  intermediate  lines 
leased  and  under  its  control,  made  a  demand  upon  the  Penn- 
sylvania Railroad  for  admission  to  the  City  of  New  York,  it 
having  a  contract  with  the  Philadelphia,  Wilmington  &  Balti- 
more Railroad  to  Phi'adelphia,  and  after  arriving  at  New  York, 
demanded  the  same  right  over  the  Camden  &  Amboy,  or  New 
Jersey  system  of  railroads  then  leased  by  the  Pennsylvania 
Railroad,  as  though  it  was  its  own  line,  and  demanded  the 
right  to  make  rates  to  and  from  New  York,  and   to  and  from 
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Philadelphia,  and  to  and  from  Baltimore,  without  reference  to 
the  other  trunk  lines  ;  the  Pennsylvania  Railroad  declined  to 
concede  that  point,  and  thereupon  the  Baltimore  &  Ohio  made 
an  arrangement  with  the  Old  Dominion  Steamship  Company 
to  run  outside  by  ocean  to  New  York  in  winter,  extending  the 
trips  of  those  steamers  from  Norfolk,  to  Baltimore,  and 
making  in  some  instances  one  half  the  price  charged  by  the 
trunk  lines  to  and  from  New  York ;  on  the  opening  of  the 
canal  the  following  spring  they  did  the  same  thing  through  the 
canal;  although  that  portion  of  the  canal  between  New  York 
and  Trenton  was  under  the  control  of  the  Pennsylvania  Rail- 
road. 

By  the  Chaieman  : 

Q.  What  canal  do  you  refer  to?  A.  The  Delaware  & 
Raritan  Canal,  leased  as  a  part  of  the  system  of  internal  works 
of  New  Jersey,  by  the  Camden  &  Amboy  Road  to  the  Penn- 
sylvania Railroad,  and  it  was  not  until  June,  I  think,  of  the  follow- 
ing year,  that  is,  1875,  that  the  difficulties  were  adjusted  by  Vice 
President  King,  of  the  Baltimore  &  Ohio  Railroad,  and  Col. 
Scott,  of  the  Pennsylvania  Railroad,  at  the  Fifth  Avenue  Hotel 
in  New  York ;  those  reductions,  therefore,  were  clearly  origi- 
nated and  started  by  the  Baltimore  &  Ohio  Railroad  ;  subse- 
quently, in  1876,  the  New  York  Central  and  "the  Brie  Company 
having  attempted  in  every  practicable  way  to  put  a  stop  to  the 
old,  wide  differences  existing  between  New  York,  and  Phila- 
delphia, and  Baltimore,  and  the  Baltimore  &  Ohio  Company 
having  declined  to  concede  the  differences,  and  the  Pennsyl- 
vania Road  being  unwilling  to  go  as  far  as  we  did  in  that  oon- 
test,  and  in  that  contest  only,  for  the  preservation  of  the  traffic 
of  the  State  of  New  York,  the  New  York  Central  and  Brie 
Companies  gave  notice  of  their  withdrawal  from  former 
agreements,  and  thereupon  made  reduced  rates  to  New  York,  as 
we  believed  at  that  time  in  the  interests  of  New  York,  and  re- 
sulted in  the  agreement  of  April,  1877,  which  fixed  the  differ- 
ences now  in  vogue,  2  cents  to  Philadelphia  and  3  to 
Baltimore,  the  differences  before  that  having  been  based  upon 
a  percentage  of  differences,  as  shown  by  my  testimony,  and 
prior  to  these  percentages  of  differences,  the  differences  were  5 
cents  to  Philadelphia,  and  10  to  Baltimore  under  New  York,  on 
grain  per  hundred  pounds. 
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By  Mr.  SteeNe  : 

Q.  You  undertook  to  say  that  a  part  of  the  road  of  the  Bal- 
timore &  Ohio  Road  from  Baltimore  to  Chicago  is  not  owned 
by  them  ;  what  portion  is  that?  A.'  The  Central  Ohio  Road 
from  Bellaire  to  Columbus,  137  miles. 

Q.  Who  owns  the  stock  of  that  road?  A.  It  is  owned  by 
various  parties. 

Q.  Is  it  owned  by  the  Baltimore  &  Ohio  ?  A.  A  majority 
of  it. 

Q.  Are  not  the  bonds  owned  by  the  Baltimore  &  Ohio  ?  A. 
Some  of  them,  but  not  the  majority;  Mr.  Jewett, the  President 
of  the  Erie  Railway  Company,  is  the  President  of  that  line. 

Q.  That  is  the  one  of  which  he  was  Receiver,  isn't  it  ?  A. 
The  one  of  which  he  was  Receiver. 

Q.  What  is  the  Northwest  Virginia  Railroad ;  do  you  know 
anything  about  that?  A.  Yes  ;  it  runs  from  Grafton  to  Park- 
ersburgh,  Virginia,  and  is  no  part  of  the  line  from  Baltimore  to 
Chicago,  except  through  Cincinnati. 

Q.  And  that  is  owned  by  the  Baltimore  &  Ohio,  isn't  it  ? 
A.  I  think  the  great  majority  of  that  is  owned  by  the  Balti- 
more &  Ohio  road. 

Q.  The  Baltimore  &  Ohio  has  that  piece  under  lease,  hasn't 
it — perpetual  lease  ?     A.  The  Northwest  Virginia  ?  I  think  so. 

Q.  And  the  other  one  ?  A.  The  Central  Ohio  ?  I  think  the 
lease  is  for  ninety-nine  years; 

Q.  What  is  the  length  of  the  line  to  Chicago  that  the  Balti- 
more &  Ohio  own  ?  A.  The  Baltimore  &  Ohio  owns  from  Bal- 
timore to  Bellaire,  374  miles  (375  miles,  including  the  bridge), 
and  it  owns  the  line  from  the  Junction  on  the  Sandusky 
Mansfield  &  Newark  Railroad  to  Chicago,  about  250  miles;  I 
don't  know  the  exact  distance. 

Q.  Have  you  ever  heard  of  the  Oleifine  Oil.  Works  ?  A. 
Never  to  my  recollection  ;  I  may  have  heard  of  it ;  Mr.  Chair- 
man, I  was  asked  by  you  while  giving  my  testimony  to  submit 
a  tariff  of  the  sleeping  and  parlor  car  rates  of  fare  upon  the 
Erie  Road  ;  I  have  it  here,  as  published  by  that  company. 

(Sleeping  and  parlor  car  rates  of  fare,  Erie  Division,  re- 
ceived and  marked  for  identification  "  Exhibit  No.  8,  Nov.  25, 
1879,"  of  which  the  following  portions  were  read  in  evidence :) 
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Special  Instructions  to  Conductors. 

When  the  rate  for  a  Double  Berth  is  $1.60  or_$2.00,  Single  Berths  will  be  $1.50 

"            "                "  2.50  "     3.00,            "   '              "        2.00 

"           "            "                "  8.50  "                  ",.       2.50 

"           "            ••                "  4.00  "                  "        3.00 

"  4.50  "  "         3.50 

«  «  «  «  500  «  .<         400 

"            "             "                 "                  5.50  "  "  ,   4.50 

"                "                  6.00  "  "  5  00 

"             "                 "                  6.50  "  "  5.50 

"            "             "                 "                  7.00  "  "  6.00 

"           "             "                 ■•                  7.50  "  "  6.50 

8.00  "  "  7.00 

In  eollecting*seat  fares  in  Sleepers,  the  following  rules  must  govern  where  there 
are  no  fixed  rates  in  the  Tariffs : 

1.  For  any  distance  within  200  miles,  the  rSte  will  be  one-half  cent  per  mile, 
but  no  rate  will  be  collected  less  than  25c. 

For  200"miles  and  up  to1  and  including  250  miles $1  00 

For  over  250        *'  "  300    "     '. .       1  25 

For  over  300     .  "  "  350     "     1  50 

2.  Should  a  seat  fare  be  required  for  any  distance  in  excess  of  350  miles,  up  to 
a  reasonable  hour  in  the  evening,  the  one-half  cent  per  mile  rate  applies  for  the 
excess  mileage. 

3.  Avoid  fractions  of  5  cents  in  all  cases.  Should  the  fractional  amount  be  less 
than  one-half  of  5  cents,  you  will  avoid  it;. but  when  it  is  one-half,  or  more  than 
half,  add  to  make  it  even,  5  or'10  cents.  For  instance,  if  the  distance  be  64,  65, 
72,  78  or  87  miles,  the  rate  will  be  30c,  35c,  35c.j  40c.  and  45c. 

4.  Where  no'rates  appear  in  theTariffs,  you  will  charge  the  nearest  given  rate. 
This  rule  applies  to  berths  in  Sleepers  and  seats  in  Parlor  Cars,  but  will  not 
apply  to  seat  fares  in  Sleepers,  except  the  rule  is  printed  in  the  Tariff. 

5.  The  rates  for  seats  in  Parlor  Cars,  to  and  from  all  points  between  Jersey 
City  and  Philadelphia,  is  60c 

6.  Where  there  are  competing  lines,  and  the  mileage  of  one  exceeds  that  of  the 
other,  Seat  Rates  in  Sleeping  Cars  will  be  governed  by  that  of  the  shortest  line. 

7.  The  price  of  Drawing  Room  in  Parlor  Cars  is  the  same  as  for  six  seats,  but 
is  never  more  than  the  price  of  Drawing  Room  in  Sleepers. 

GEO.  M.  GRAY, 
G.  T.  A., 

F.  P.  C.  Co. 
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Line.  78. 

Hornellsvilh  and  Albany. 


Stations. 

< 

a 

03  ■ 

o 
o 
Oi 

-*3 

p 

PQ 
'a 

s- 

8 

o 

-  IS 

CO 

o 
Q 

OS 

a 
o 

a 
■O 

' 

D.  Berth 
D.  Room 
D.  Berth 
D.  Room 

$1.50 

6.00 

1.50 

6.00 

.15 

1.50 

6.00 

.50 

1.50 

6.00 

.25 

.25 

.25 

.25 

.50 

.50 

.25 
.25 
.25 

$1.50 

6.00 

1.60 

6.00 

.50 

.25 

.25 
.25 

.50 
.25 
.25 

.50 
.25 

25 

D.  Berth 
D.  Room 

f 

1 

CobleskUl -i 

D.  Berth 
D.  Room 

N  Scotland 

No  rate  being  given,  charge  nearest  given  rate, 
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Line  79. 
Jersey  City  and  Kingston. 

Line  80. 
Parlok  Cabs — Nyack  Express. 


Stations. 


Nyack 

Port  Jervis 

Turner's 

Monroe 

Grey  Court 

Goshen .' 

Middletown.  . : 

Englewood 

Kingston 

Montgomery  pr  Walden 


3? 
o 

6* 

m 

u 
■  to 
i-s 

.25 

.50 

.25 

.30 

.35 

Seats ! . 

.40  ' 

0 

.50 

.25 

•4b 

.  .50 

.40 

s 


.25 


.25 


No  rate  being  given,  charge  nearest  rate  given. 
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The  Witness — During  the  giving  of  my  testimony  upon  ex* 
press  matters,  I  was  asked  by  Mr.  Sterne  if  the  express  com- 
pany delivered  freight  by  wagons  at  more  than  four  points  on 
the  Erie  Railway ;  I  have  ascertained  that  they  receive  and 
deliver  goods  by  wagons  at  the  following  points  on  the  Erie 
line :  Rutherford,  Passaic,  Paterson,  Goshen,  Middletown, 
Port  Jervis,  Deposit,  Binghamton,  Owego,  Waverly,  El- 
mira,  Corning,  Hornellsville,  Friendship,  Cuba,  Olean,  Sala- 
manca, Dunkirk,  Newark,  N.  J.,  Newburgh,  Montgomery, 
Honesdale,  Bath,  Avon,  Rochester,  Geneseo,  Mount  Morris, 
Dansville,  Leroy,  Batavia,  Warsaw,  Buffalo,  Lockport,  Niagara 
Falls  and  Bradford,  being  thirty-five  points  in  all. 

Some  doubt  was  thrown  upon  the  question  as  to  whether 
the  Baltimore  &  Ohio  Company  now  charges  storage  in  its 
elevators  at  Baltimore;  I  telegraphed  on  the  24th  of  October 
to  the  general  freight  agent  of  the  Baltimore  &  Ohio  Railroad, 
with  the  following  result.     This  is  his  reply : 

"  The  charge  for  elevating  grain  received  by  rail,  and  stor- 
age for  ten  days  or  less,  is  now  1|  cents  per  bushel ;  each  suc- 
ceeding day  or  part  of-  same,  f  of  one  cent  per  bushel,  which 
will  be  increased  on  the  30th  to  If  cents  per  bushel;  the  pub- 
lished rates  are  invariably  charged  on  grain  elevated  or  stored 
in  Baltimore  &  Ohio  elevators  here." 

I  was  asked  by  the  committee,  if  possible,  to  state  the 
amount  of  money  paid  by  the  Erie  Railway  Company  last  year 
upon  each  class  of  freight,  that  occurring  during  the  testimony 
upon  classification.  I  find,  as  feared  at  that  time,  that  it  is  im- 
possible to  furnish  this  information,  for  this  reason — that  while 
we  can  give  it  upon  freight  the  claims  for  which  we  pay  in  our 
office,  that  the  claims  paid  by  the  Northern  Missouri  and  the 
Missouri  Pacific,  and  the  Chicago  &  Alton,  which  have  come 
along,  and  being  pro-rated  and  entered  into  our  accounts,  we 
simply  having  duplicate  vouchers,  they  retaining  the  origi- 
nals, which  do  not  in  all  cases  show  the  class  of  goods,  but 
simply  state  upon  consignment  upon  waybill  so-and-so,  to  such 
a  party,  so  much  money.  In  addition  to  that,  the  amounts  paid 
by  Western  companies  and  returned  through  the  fast  freight 
line  offices  are  on  file  at  Detroit,  Cleveland  and  Toledo,  and  it 
has  been  utterly  impossible  for  us  to  assort  all  those  vouchers, 
and  state  to  the  Committee  with  any  degree  of  accuracy  any- 
thing in  that  connection  that  is  worthy  of  its  attention. 
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I  was  also  asked  by  the  Committee  if  I  would  indicate  the 
increase  in  the  through  export  freights  sent  on  through  bills 
of  lading  from  Chicago  to  Europe,  and  Mr.  MacDonald,  of 
Chicago,  who  was  the  first  foreign  freight  agent  appointed  at 
that  city,  has  furnished  me  a  table  of  statistics  upon  this  sub- 
ject, from  1871  to  1878  inclusive,  which  I  desire  to  make  a  part 
of  my  testimony. 

The  following  is  a  copy  of  the  statement  last  referred  to  : 
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The  Witness — I  understand  from  the  Chairman  at  some 
period  of  my  testimony  that  it  had  been  stated  that,  two  local 
passenger  rates  could  be  put  together  upon  the  Erie  line  to 
make  a  less  rate  than  the  through  price  charged,  and  I  under- 
took to  procure  from  our  general  passenger  agent  the  facts 
from  an  examination  of  our  tariff ;  I  find  that  the  only  cases 
in  which  this  can  occur  on  our  road,  are  at  a  very  limited 
number  of  points  where  we  come  in  competition  with  the  New 
York  Central  Railroad;  the  fare  from  New  York  to  Buffalo, 
being  $9.25,  and  the  fare  from  New  York  to  Albany,  plus 
the  local  rate  from  Albany  to  Buffalo,  being  less  than  $9.25 ; 
that  wherever  it  is  necessary  for  us  to  make  a  rate,  as  to 
Rochester  or  Leroy,  at  the  same  price  as  the  New  York  Cen- 
tral, and  then  from  those  points  to  Buffalo  at  the  same  price 
as  the  New  York  Central,  that  the  same  thing  occurs  on  our 
line  as  occurs  upon  theirs  ;  the  difference  being,  for  example, 
from  New  York  to  Rochester  the  fare  is  $7.68,  and  from 
Rochester  to  Buffalo  the  fare  is  $1.36,  making  a  through  fare 
of  $9.04,  or  21  cents  under  the  tariff  from  Buffalo  to  New  York 
direct ;  from  New  York  to  Batavia,  for  example,  it  is  $8.30,  and 
from  Batavia  to  Buffalo,  under  this  limitation  of  two  cents 
a  mile,  it  is  72  cents,  making  $9.02,  against  $.'.25,  and  that  I 
believe  being  the  maximum  difference,  2'i  cents. 

By  the  Chairman  : 

Q.  Where  you  run  parallel  with  the  Central,  you  charge  the 
same  price  as  they  do  ?  A.  We  have  to,  of  course,  but  on  any 
point  on  the  main  line  of  the  Erie  Road,  or  on  its  western 
division  that  does  not  occur  in  any  case  that  we  have  been 
able  to  discover;.  I  also  desire  to  correct  my  former  testimony 
upon  the  point  as  to  the  rate  we  are  permitted  to  charge 
upon  passengers  ;  the  charter  of  the  New  York  &  Erie  Rail- 
road does  not  limit  passenger  fares,  and  they  are  there- 
fore unlimited  on  our  line  between  Newburgh  and  Pier- 
rnont,  and  via  Suffern  to  Dunkirk  ;  that  portion  of  our  main 
line  which  is  in  the  State  of  Pennsylvania  is  limited  to  3^ 
cents,  and  any  portions  of  our  road  that  may  have  been 
built  since  the  passage  of  the  general  railroad  law  are  limited 
to  three  cents,  but  we  may  charge  as  high  as  six  cents  per 
mile,  if  we  please,"  on  the  unrestricted  portions  of  the  line, 
which  is  the  very  great  majority  of  the  whole ;  we  do,  as  a 
matter  of  fact,  charge  locally  but  about  three  cents  per  mile, 
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and,  as  I  have  already  testified,  taking  our  commutation  busi- 
ness and  onr  through  business,  and  the  excursion  tickets  sold 
to  New  York  and  return,  at  two  cents  a  mile,  there  is  iu  effect 
less  than  one-fourth  of  our  business  in  the  number  of  passen- 
gers carried,  that  is,  charged  at  even  three  cents  per  mile  ; 
when  I  testified  as  to  the  subject  of  our  business  in  1867,  I 
think  it  was,  as  shown  by  the  statement  of  Mr.  flutter,  Mr. 
Sterne  procured  our  annual  report  for  that  year,  and  because 
coal  was  not  stated  in  that  report,  imdeitook  to  indicate  that 
it  was  all  local  business,  and,  ergo,  there  was  no  such  increase 
in  our  local  tonnage  as  I  had  claimed  there  was ;  it  is  true 
that  coal  was  not  stated  as  a  separate  item  in  that  year ;  it 
is  also  true  that  the  Delaware  &  Hudson  Company  did  not  a* 
that  time  connect  with  the  Erie  liailroad,  but  had  its  line  ex- 
clusively via  its  canal ;  President  Hoyt,  of  the  Pennsylvania 
Coal  Compauy,  however,  states  that  in  that  year  there  were 
810,559^  tons  shipped  over  the  Erie  liailroad  ;  therefore  that 
a  very  large  bulk  of  business  was  coal  in  that  year,  contrary 
to  the  assumption  of  counsel  on  the  other  side ;  I  stated  in 
one  portion  of  my  testimony  upon  the  oil  question  that  I 
thought  if  the  trunk  lines  leading  to  New  York  could  secure 
permanent  concession  of  63  per  cent,  of  the  grain  business  of 
this  City,  that  they  would  do  a  good  thing  in  grain,  as  I  be- 
lieve they  have  done  in  oil,  and  the  question  was  asked  me 
if  I  did  not  know  that  we  had  very  much  more  than  63  per 
cent,  of  the  grain  arriving  here ;  I  fiud  that  for  1878  New 
York  carried  62T2T5T  per  cent.,  including  all  its  receipts  by 
canal,  and  in  1876  it  carried  57-rV  per  cent,  of  the  grain. 

Q.  You  refer  to  the  port  ?  A.  I  refer  to  the  port ;  but  by 
rail  (which  is  the  thing  which  we  have  accomplished  on  oil), 
leaving  out  the  canal,  New  York  had  but  47T9T  per  cent.,  of 
the  business,  say  48  per  cent.,  or  15  per  cent,  less  on  grain 
than  was  secured  for  the  port  of  New  York  on  oil,  and  in  1876, 
4ot4u  per  cent,  of  the  business  arriving  at  these  ports — I  mean 
now  the  ports  that  the  Standard  Oil  arrangement  covers,  to 
wit,  New  York,  Philadelphia  and  Baltimore ;  not  Boston, 
because  Boston  gets  no  oil  under  these  arrangements. 

I  undertook  also  to  procure  for  the  Committee  a  statement 
of  the  rate  upon  the  canal,  reduced  to  •  rates  per  hundred 
pounds,  or  per  thousand  pounds,  or  in  some  unit  that  the 
Committee  could  understand,  and  I  find  from  the  toll  sheet  of 
tbte  canal,  published  by  Auditor  Schuyler  on  the  20th  of  March, 
1879,  the  following  facts : 
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The  Union  Steamboat  Company.  J 

Office  of  the  Agent,  No.  1'20  Front  Street,  > 

New  York,  November  5th,  1879.      ) 

G.  B.  Blanchard,  Esq.,  Asvt,  d:c,  New  York : 

Dear  Sir, — Your  favor,  4th  instant,  asking  about  canal  tolls, 
is  this  day  received. 

Tolls  upon  "  west  bound"  freight,  as  per  Toll  Sheet  accom- 
panying this  (marked  toward  tide),  run  from  Free,  J  of  1  mill, 
|  mill,  I  mill,  I  mill,  1  mill,  H  mill,  2  mills  to  2£  millsper  1,000 
pounds  per  mile.  The  same  are  alike  for  all  distances  on  the 
canal. 

Taking  the  distance,  Troy  to  Buffalo,  345  miles,  and  we  have 
tolls  as  follows  : 

On  articles  Free       per  1,000  pounds Nothing.  See  Toll  Sheet. 

"  *  mill        '•        "  '•AVaV  cents.  Coal  only. 

i     "  "         "  8^0.      "  See  Toll  Sheet 

* l»*fir        " 

* '        UdMfii  " 

1       "  "         "  34* 

ii  11       i.  tt  a  Kl    7  5  "  tt 

>t  01Tan 

"        2*    "  "         "  87^^        "      Foreign  salt  only 

The  rates  of  tolls  are  expressed  on  Toll  Sheet  in  decimals, 
and  are — 

For  this  Sheet   *  *  *  I  I  1*         2         2* 

••    Toll  Sheet 0.0.1*     0.0.2*     0.0.5     0.0.7*     0.1     0.1.5     0.2     0.2.5 

Beference  to  Toll  Sheet  shows  that  articles  going  ';  toward 
tide"  (east  bound)  pay  double  toll  as  upon  same  article  "  from 
tide"  (west  bound)  in  several  instances. 

Asbes — Pot  and  Pearl . .   J  mill  east  bound.  |  mill  west  bound. 

TT*  1  1         tc  CC  1         It  tl 

Hides i  $ 

All  articles  (not  free)  in  "  Vegetable  Food  "  list  pay  £  mill 
east  bound,  and  pay  £  mill  west  bound  ;  and  the  same  of  "  Man- 
ufactures," excepting  salt ;  and  the  same  of"  Merchandise,"  ex- 
cepting "  free"  articles. 

Also  some  other  articles,  as  per  item  "  Other  Articles,"  be- 
ing the  last  on  the  Toll  Sheet. 

Yoitrs  respectfully, 

B.  L.  WILLIAMS, 

Agent. 
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Bates  of  Toll— 1879,  established  by  the  Canal  Board,  on 
Peesons  and  Property  Transported  on  the  Erie,  Cham- 
plain,  Oswego  and  the  Cayuga  and  Seneca  Canals,  to 
take  effect  on  the  opening  of  navigation. 


loll  is  to  be  Computed  upon  the  Weight  ("  1,000  Pounds  per  Mile")  of  all  articles 

contained  in  the  following  List,  unless   otherwise  stated,  opposite  to 

the  Articles  ncepterl. 


Boats . 


THE  FOREST. 


Fur  and  peltry. 


Product  of  Wood. 

Ashes,  pot  and  pearl 

Ashes,  leached 

Lath  per  M  per  mile 

Lath  per  1,000  lbs.  per  mile 

Staves,  heading,  etc 

Shingles,  per  M  per  mile 

Shingles,  per  1 ,000  lbs 


Wood  for  Fuel. 

Slab  wood,  per  cord 

Cord  wood,  per  cord 


Lumber  No.  1.* — By  weight,  per  1,000  pounds 
per  mile : 

White  pine,  white-wood,  bass-wood,  cedar, 
boards,  planks,  scantling,  and  all  sidings, 
and  other  sawed  stuff  less  than  one  inch 
thick  (except  such  as  is  enumerated  in 
Lumber  No.  3) 

Oak,  hickory,  beech,  sycamore,  black  wal- 
nut, butternut,  maple,  ash,  elm,  fir,  tam 
arack,  yew  and  cherry 

Hemlock  and  spruce -. 


Lumber  No.   2." — By  measurement,   per   1,000 
feet  per  mile : 

Boards,  planks,  scantling,  railroad  ties, 
pickets  for  fences,  and  sawed  timber,  sid- 
ing, and  other  sawed  stuff,  less  than  one 
/  inch  thick,  reduced  to  inch  measure  (ex 
cept  such  as  is  enumerated  in  Lumber 
No.  3) ;  and  all  kinds  of  red  cedar,  cedar 
posts,  estimated  that  a  cord,  after  deduct- 
ing for  openings,  will  contain  1,000  feet. 
Hemlock  and  spruce,  per  1,000  feet,  per 
mile 


Towards 
Tide. 


cts.  rn.   fr: 
Free. 


Free. 


0     0  5 

Free. 

0     0  1 

00  1i 

0     0  8 

0     0  1} 

0     0  5 


0     1 
0     2 


0    0    74 


0     0     5 
0    0    34 


0     15 
0     1     0 


From  Tide. 


cts.  m.  fr. 
Fiee. 


Free. 


0     0 

U 

Free 

0     0 

1 

0     0 

7A 

0     0 

5 

o    o 

ii 

0     0 

5 

0     1 

0 

0     2 

0 

o    o    n 


0     0     5 

0     0     3.1 


0     15 
0     10 
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Lumber  No.  3.* — By  weight,   per  1,000  pounds 
per  mile : 

Houp  poles,  hand  spikes,  rowing  oars, 
broom  handles,  spokes,  hubs,  treenails, 
fellies,  boat  and  ship  knees,  plane  stocks, 
pickets  for  fencs,  railroad  ties,  last 
blocks,  stuff  (manufactured  or  partly 
manufactured)  for  boxes,  chairs  and  bed- 
steads, hop  poles,  brush  handles,  brush; 
backs,  looking-glass  backs,  gun  stocks,! 
plow  beams  and  plow  handles ' 

Sawed  stuff  for  window  blinds,  not  exceed 
ing  one-fourth  of  an  inch  in  thickness. .  . 


Lumber  shall  not  be  cleared  by  meas- 
urement when  carried  in  a  boat  having  other 
articles  on  board  paying  toll  by  weight,  but 
such  lumber  shall  in  all  cases  be  also  cleared 
by  weight. 

"When  a  cargo  is  composed  entirely  of  lum- 
ber, which  can  be  cleared  by  weight  or  mea 
sure,  the  whole,  of  such  cai  go  shall  be  cleared 
by  measurement  or  by  weight,  as  the  shipper 
or  master  may  elect,  and  in  no  case  shall  a 
portion  of  any.  such  cargo  be  cleared  by  meas- 
urement and  the  other  portion  by  weight. 

Timber.* — Squared  and  round,  transported  in 
rafts,  per  100  cubic  feet 


AGRICULTURE. 

Product  of  Animals, 

Pork 

Beef 

Bacon 

Cheese 

Butter 

Lard,  tallow  and  lard  oil 

Wool 

Hides 

Vegetable  Food. 

Flour 

Wheat 

%e 

Corn 

Corn  meal   

Barley 

Barley  malt 

Oats 

Bran  and  ship  stuffs 

Peas  and  beans 

Apples 

Potatoes 


Towards 
Tide. 


cts.  m.  fr. 


From  Tide. 


0     0     1} 
0     2     0 


1      0     0 


Free. 
Free. 
Free. 
Free. 
Free. 
Free. 
Free. 
0     0     5 


Free. 
0     0     5 

o    o    r> 

0  0     5 

Free. 

0  0     5 

0  0     6 

0  0 

0  0 

0  0 

0  0 

0  0 


cts.  in.  fr. 


0     0     1i 
0     2     0 


1     0     0 


Free. 

Free. 

Free. 

Free. 

Free. 

Free. 

Free. 

0     ii 

2* 

Free. 

0     0 

n 

0     0 

n 

0     0 

2+ 

Free. 

0     0 

2* 

0     0 

2-J- 

0     0 

H 

0     0 

21 

0     0 

n 

0     0 

n, 

0     0 

2* 
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Dried  fruit. 


All  other  Agricultural  PaorucTS. 

Cotton      

Unmanufactured  tobacco 

Hemp   

Clover  and  grass  seed 

Flax   seed 

Hops 

MANUFACTURES. 

Domestic   spirits 

Oil  meal  and  cake 

Leather 

Furniture 

Bar  and  pig  lead 

Pig  iron 

Bloom  and  bar  iron 

Castings  and  iron  ware   

Domestic  woolens 

Domestic  cottons 

Domestic  salt 

Foreign  salt 


MERCHANDISE. 

Sugar 

Molasses 

Coffee 

Nails,  spikes  and  horse  shoes 

Iron  and  steel , 

Railroad  iron   

Flint  enamel,  crockery,  glassware.. 
All  other  merchandise 


Other  Articles. 

Live  cattle,  hogs  and  sheep 

Stone,  lime  and  clay 

Gypsum 

Anthracite  coal 

Bituminous  coal 

Copper  ore 

Iron   ore. 

Petroleum  or  earth  oil,  crude  and  refined. 
Articles  not  specified 


Towards 
Tide. 


cts.  m.  fr. 
Free. 


Free. 

Free. 

Free. 

Free.  ■ 

Free. 

Free. 


Free. 

Free. 

Free. 
0     0     5 

Free. 
0     0     5 
0     0     5 
0     0     D 

Free. 

Free. 
0     0     5 
0     2     5 


0  0  5 

0  0  5 

Free. 

0  0  5 

0  0  5 

0  0  5 

0  0  5 

0  0  5 


Free. 
0     0     5 
0     0 
0     0 


5 

1* 

0     0     1J 
0     0     5 
0     0     2i 
0     0     2| 
0     0     5 


From  Tide. 


cts.  m.  fr. 
Free. 


Free. 
Free, 
free. 
Free. 
Free. 
Free. 


Free. 
Free. 
Free. 

0     O     2J 

Free. 
O     0     2} 
O     0     2J 
(I     0     2-i 

Free. 

Free. 
0     0     5 
0     2     5 


0     0     2} 
O     0     2J 

Free. 
0     O     2} 
0     0 


2* 
O  0  2* 
0  0 
0     0 


2J 

24 


24 


Free. 

0  0 

0  0  24 

0  0  1J 

O  0  1} 

(I  0  2j 

o  o  24 

o  o  24 

0  0  24 


SS"  *  In  the  measurement  of  timber,  bark  adhering  to  the  wood  and  refuse  stuff  are  to  be 
estimated  aB  forming  part  of  the  timber,  and  to  be  rated  accordingly. 

State  of  New  York,  ) 

Canal  Department,     j  Albany,  March  20,  1879. 

I  certify  the  foregoing  lo  be  a  Correct  List  of  the  Rates  of  Toll  established  by 
the  Canal  Board,  with  the  concurrence  of  the  Legislature.tb  take  effect  on  the 
Opening  of  Navigation. 

G.  W.  SCHUYLER,  Auditor. 
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The  Witness  —It  will  be  noticed  by  the  Committee  that  the 
canal  malies  a  discrimination ;  that  it  carries  certain  articles 
toward  tide  at  one  price,  and  away  from  tide  at  another;  and 
this  is  one  of  the  counts  in  the  indictment  of  the  Chamber  of 
Commerce  that  our  east  bound  classification  bears  no  relation 
to  the  west  bound. 

Q.  Do  you  refer  to  the  toll  now  ?  A.  I  refer  to  the  toll  now  • 
the  tolls  make  this  discrimination  ;  the  State  itself  makes  the 
same  discrimination  that  is  complained  of  in  the  railway  com- 
panies, in  their  classification  ;  for  example,  pot  and  pearl 
ashes,  east  bound,  are  charged  by  the  canal  at  half  a  mill,  and 
westbound  are  charged  a  quarter  of  a  mill,  being  just  half ; 
hides  east  bound  are  charged,  for  example,  at  half  a  mill,  and 
hides  west  bound  are  charged  at  a  quarter  of  a  mill  per  ton  per 
mile. 

By  Mr.  Stebne  : 

Q.  That  is  the  very  opposite  of  what  you  do  ?  A.  Not 
at  all. 

Q.  You  charge  higher  west  bound  than  you  do  east  bound  ? 
A.  Our  present  east  bound  rate  from  Chicago  to  New  York  is 
$1.50,  and  west  bound  it  is  75  cents  on  grain,  as  J  have  stated 
repeatedly  ;  but  our  present  rate  on  sugar  bound  to  Chicago  is 
40  cents,  and  the  east  bound  rate  to-day  on  grain  is  40  cents, 
so  that  the  rates  are  the  same. 

Q.  Do  you  say  the  rates  altogether  are  the  same ;  you,  say 
the  rates  on  sugar  and  grain  are  the  same ;  do  you  mean  to 
say  the  rates  are  the  same?  A.  I  mean  to  say  that  to-day  they 
happen  to  be  the  same. 

Q.  All  the  rates,  east  and  west  bound  ?  A.  No ;  I  said  on 
grain  and  sugar. 

Q.  How  is  it  as  to  fourth-class  rates  generally,  east  and 
west  bound  ?  A.  East  bound  fourth-class  rates  are  lower  than 
fourth-class  west  bound. 

Q,  That  is  the  very  opposite,  isn't  it,  of  what  takes  place 
in  the  state?  A.  It  is  on  that  article,  but  on  some  other 
articles  the  state  is  the  very  opposite  of  what  we  do. 

Q.  Are  not  the  rates  that  you  have  just  read  lower  west- 
bound on  the  canal  than  east  bound?    A.  Yes. 

Q.  Are  not  all  the  rates  lower  west  bound  on  the  canal  than 
east  bound  ?     Q.  That  I  do  not  know. 
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Q.  Is  not  that  true,  because  the  canal  boats  run  empty  west- 
ward, and  run  full  eastward?  A.  I  do  not  know  why  it  is 
true. 

Q.  Isn't  it  true  that,  generally,  the  rates  west  bound  are 
higher  on  railways  than  the  rates  east  bound  ?  A.  No  ;  this 
is  not  true  of  the  canal ;  I  have  facts  here  to  prove  it ;  west 
bound  on  foreign  salt  they  charge  the  highest  possible  price, 
so  that  the  empty  canal  boats  have  nothing  to  do  with  it. 

Q.  That  is  the  only  article ;  that  is  done  to  please  Syra- 
cuse, isn't  it  ?  A.  It  just  shows  that  the  canal  has  no  rule 
about  it,  and  will  please  anybody  to  get  a  certain  end  accom- 
plished ;  there  is  only  one  other  point  on  which  I  desire  to 
testify,  and  that,  perhaps,  is  more  colloquial  and  personal  than 
it  is  of  interest  to  the  Committee,  but  a  great  deal  of  hilarity 
seems  to  have  been  created  among  a  great  many  people,  and 
among  the  press  of  the  state,  by  what  would  seem  to  have 
been  as  new  a  discovery  to  them  as  the  interior  of  Africa  by 
Stanley,  and  that  was  that  the  railroad  companies  were  en- 
titled to  a  rate  dependent  upon  the  service  performed  for  the 
merchant,  and  the  Committee  will  possibly  recall  a  very  apt 
illustration  of  the  Alderney  cow  which  was  put  to  me  by  the 
counsel ;  I  was  asked  also,  if  I  thought  the  Western  Union 
Telegraph  Company  and  the  United  States  mails  had  a  right 
to  discriminate  in  charges  according  to  the  information  con- 
veyed ;  I  said  they  had  ;  I  think  so  now  more  strongly  than  I 
thought  before,  and  1  desire  to  give  some  information  upon 
that  point. 

First — Every  ton  of  coal  that  is  consumed  at  tide  water 
pays  a  rate  to  the  railroad  company  proportionate  to  its  sale 
price  ;  over  the  Lackawanna  Eoad,  the  Lehigh  Valley  Road,  the 
Delaware  &  Hudson,  the  Pennsylvania  Coal  Company,  and 
every  other  company  delivering  coal  at  tide  water,  or  at  the 
West,  the  railroad  companies  participate  in  exact  proportion 
to  the  sale  price,  and  the  sale  price  represents  of  course  its 
value  to  the  consignee  of  the  coal ;  therefore  we  do  participate 
in  the  transportation  in  proportion  to  the  value  of  that  trans- 
portation. 

Second — The  United  States  mails  take  no  risk  ;  we  do  ;  the 
United  States  mails  discriminate  to  a  very  large  extent ;  they 
charge  three  cents  for  a  letter,  which  is  precisely  of  the  size 
of  a  postal  card,  which  they  charge  one  cent  for ;  the  United 
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States  therefore  dues  discriminate  according  to  what  they  be- 
lieve the  value  of  that  article,  if  it  is  enclosed  in  an  euvelope  to 
be;  if  you  enclose  a  postal  card  in  an  envelope,  you  pay  three 
cents  for  it ;  the  United  States  pays  the  railroad  company  by 
weight ;  they  therefore  will  carry  an  old  coat  of  a  discharged 
army  soldier  from  here  to  Horn  ells  ville  on  our  road  by  weight 
which  may  amount  to  not  more  than  six  or  eight  or  ten  cents, 
while  they  will  charge  three  cents  for  the  one-thousandth  part 
of  that  weight ;  they  will  charge  for  a  newspaper  two  cents, 
which  occupies  the  bulk  of  a  hundred  letters,  and  the  one- 
hundred  letters  will  be  paid  for  at  three  dollars  ;  there  therefore, 
is  a  clear  discrimination  on  the  part  of  the  United  States  mails. 

Third — The  Western  Union  Telegraph  Company  publishes 
upon  its  blanks,  that  unless  a  party  pays  upon  an  important  and 
valuable  message  for  the  repetition  of  that  message  from  the 
point  at  which  it  is  received  back  to  the  point  from  which  it  is 
sent,  they  take  no  risk,  and  they  charge  for  that.  It  costs  a 
proportionate  value  of  that  transaction  to  the  sender  of  the 
message,  and  if  the  party  thinks  it  of  sufficient  importance,  he 
has  to  pay  for  it. 

Every  express  company  that  transports  property  over  the 
United  States  charges  a  percentage  of  the  value  which  you  or 
anybody  else  states  on  the  outside  of  that  package  as  its  value, 
and  if  you  put  brown  paper  in  there,  and  put  a  will  in  it,  and 
the  will  is  for  $200,000,  it  is  paper  precisely  the  same,  and  they 
will  charge  in  proportion  to  the  amount  in  that  will ;  whereas 
they  would  charge  for  ordinary  transactions  for  Demorest's 
paper  fashions  to  Milwaukee,  a  less  amount — the  value  to  the 
consignee  and  the  sender  being  unlike  in  those  two  cases. 
This  is  so  clearly  the  case  that  I  do  not  think  even  our  friend 
Mr.  Sterne  will  charge  for  the  same  service  and  the  same 
quantity  of  time  rendered  to  different  individuals  the  same  fee. 

Q.  What  difference  is  charged  between  the  sending  of  a 
will  involving  property,  say  of  $200,000  and  one  of  Demorest's 
paper  fashions  ?     A.  A  per  centage  in  value  of  the  article. 

Q.  What  is  that  per  centage  ?     A.  I  can  not  give  it  to  you. 

Q.  What  difference,  think  you,  is  charged  upon  a  will  invol- 
ving $200,000  and  a  paper  pattern?  A.  It  depends  upon  the 
value  stated. 

Q.  Assuming  the  value  to  be  $100,000  ?    A,  I  believe  the 
rule  of  the  express  companies  is  one  dpllar  a,  thousand,  and  if 
it  is  $250,000  it  would  be  $250, 
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Q.  They  would  charge  $250  for  carrying  a  -will  ?  A.  If  it 
involved  that  difference  in  the  responsibility,  of  $250,000  ;  that 
is  the  rate  the  Brie  Company  has  to  pay  for  important  papers, 
at  the  rate  of  one  dollar  a  thousand. 

Q.  How  would  the  loss  of  that  will  involve  them  in  a  loss 
of  $250,000?  A.  If  by  putting  on  the  outside  "value  stated 
by  sender  to  be  $250,000,"  and  it  was  lost,  and  they  had  to 
pay  that  much  by  involving  people  in  litigation  with  lawyers, 
&c,  I  think  it  would  cost  them  more  than  $250,000  to  get  out 
of  it,  according  to  the  present  run  of  litigation  on  wills. 

By  the  Chairman  : 

Q.  Will  you  tell  us  what  the  capital  stock  of  the  Atlantic 
Sleeping  Car  Company  is  ?  A.  500  shares,  the  auditor  states, 
of  the  par  value  of  $500,000  ;  there  is  one  point  I  omitted  to 
refer  to  about  the  mails,  that  they  charge  the  same  price  for 
taking  a  letter  to  Brooklyn  that  they  do  to  San  Francisco,  and 
that  may  fairly  be  called  a  discrimination,  I  think,  on  the  part 
of  the  Government. 

By  Mr.  Sterne  : 

Q.  Did  you  furnish  to  the  Committee  the  information  about 
the  amount  of  your  risk  by  classification?  A.  I  stated  my 
inability  to  answer  the  question  ;  I  have  endeavored  to  do  it, 
and  Mr.  Vilas  endeavored  with  me,  and  so  has  the  assistant 
auditor,  and  he  reports  that  it  is  utterly  impracticable  to  do  it. 

Mr., Sterne — Here  are  these  English  ship  brokers'  certifi- 
cates ;  I  was  under  the  impression  they  had  been  incorporated 
in  the  testimony  during  the  examination  of  Mr.  Vanderbilt ;  I 
think  they  had  better  be  marked  as  exhibits  so  that  there  can 
be  no  question  about  the  testimony. 

The  following  is  a  copy  of  the  papers  last  referred  to  : 

"London,  14th  August,  '78. 
"  We,  the  undersigned  ship  brokers,  certify  that  the  great 
majority  of  charters  made  in  London  for  sailing  vessels  carry- 
ing grain  from  the  United  States  to  Europe  give  charterers  the 
option  to  send  the  vessel  either  to  New  York,  Philadelphia  or 
Baltimore  on  the  same  terms. 

Galbraith  Pembroke, 
H.  Clarkson  &  Co." 
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"  London,  14th  August,  '78.  • 
We,  the  undersigned  ship  brokers,  certify  that  owners  of 
steamers   carrying  full   cargoes   of    grain  from    the    United 
States  to  Europe  give  the  preference,  at  the  same   rate   of 
freight,  to  Baltimore  and  Philadelphia  as  against  New  York. 

Galbraith  Pembroke, 
H.  Claekson  &  Co., 
Angier  Bros., 
D.  M.  McHarris. 

Mr.  Sterne — Mr.  Volckens  was  asked  to  give  certain  infor- 
mation as  to  the  operations  of  his  house  with  the  three  cities 
— New  York,  Philadelphia,  and  Baltimore.  He  furnishes  this 
(producing  papers),  and  it  is  very  voluminous,  and  I  do  not 
like  to  encumber  the  record  with  this  mass  of  figures,  if,  ,by 
any  possibility,  it  can  be  boiled  down  to  compassable  length. 
The  Chairman  may  remember  that  the  firm  of  Funch,  Edye 
&  Co.  is  the  largest  shipping  house  in  this  country,  and  the 
largest  consignees  of  ships  from  other  countries,  and  that  they 
distribute  their  business  between  all  the  cities  of  this  con- 
tinent, from  New  Orleans  to  Montreal ;  and  they  have  furnished 
us  their^charter  parties,  or  rather  abstracts  from  their  books 
of  charter  parties  that  they  have  made  from  1877  to  1879, 
both  to  New  York,  to  Baltimore,  to  Philadelphia,  and  from 
those  cities,  in  1877,  1878  and  1879,  steam  vessels  and  sailing 
vessels,  going  to  every  port  in  Europe  from  all  the  ports  north 
of  Norfolk. 

The  Chairman — I  suppose  they  might  be  compiled  in  a 
comparative  statement,  verified  so  that  there  can  be  no  doubt 
about  it. 

Mr.  Sterne — There  is  no  doubt  about  it  in  the  form  in 
which  it  is  now.  It  will  create  an  element  of  doubt  if  we  do 
compile  it.  I  will  put  this  in  the  bands  of  an  expert  and  get 
an  abstract,  and  put  that  into  the  hands  of  the  Committee  if 
the  Committee  so  desire ;   I  want  some  direction  in  relation 

to  it. 

The  Chairman — I  think  it  is  better,  if  it  is  an  important 
question  in  the  discussion  of  this  subject. 

Mr.  Shipman — We  have  got  a  letter  here  from  Mr.  Edye  on 
that  very  point. 

Mr.  Sterne — These  letters  ought  to  go  in  from  the  Balti- 
more,  Philadelphia  and  Boston  houses,  representatives   of 
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Punch,  Edye  &  Co.  in  those  cities,  as  to  the  port  charges  that 
they  pay. 

The  following  are  copies  of  the  letters  last  referred  to  : 

Memokandum. 

Baltimobe, 187 

From  E.  D.  Bigelow  &  Co.,  Baltimore. 

To  Funch,  Edye  &  Co.,  New  York. 

Elevator  loading § c.  per  bushel. 

"        filling  and  sewing  bags. .  Jc.     "         " 

Stevedore  stowing,  bulk  corn, $1  50         "         " 

"     wheat...    1  75 
"  "       bags,  corn    or 

wheat , 5  00 

Wharfage  100  to  200  tons, $1  00 

200   "  400     "     , $1  25 

400  "  600    "    $1  50 

600  "  800    "    $1  75 

over  800        "    $2  00 

Surveyor's  fees,  $10. 

Boston,  June  23,  1879. 
Messrs.-  Funch,  Edye  &  Co.,  New  York  : 

Gentlemen, — In  accordance  with  request  in  your  telegram, 
we  give  you  below  expenses  for  loading  grain  here. 

Ceiling,  (under  inspection)  lc.@l £c.  per  bushel.  Bag  hire, 
5c.  per  bag  (cont.  3  bush.) — this  does  not  include  sewing,  but 
even  often  do  it,  as  plenty  time  is  allowed.  Until  within  a 
year,  no  bags  were  used  here ;  now  the  quantity  is  left  to  discre- 
tion of  Inspector,  who  generally  orders  ^  or  £■  of  whole  cargo 
to  be  bagged.  There  is  no  charge  for  elevator,  nor  wharfage, 
neither  on  loading  nor  discharging.  Inspector's  fee  is  $10  pay- 
able by  vessel.     No  freight  brokerage  except  specially  agreed. 

Yours  truly, 

Gill  &  Lootz. 

Philadelphia,  June  23d,  1879. 
Messrs.  Funch,  Edye  &  Co.,  New  York  : 

Dear  Sirs, — In  reply  to  your  telegram  of  to-day,  we  beg  to 
inform  you  that  the  charges  in  loading  vessels  for  grain  here 
are  as  follows  : 

Stevedore  for  bulk,  $3  per  1,100  bushels. 
"   bags,  $7    "      " 
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Usually  a  percentage  is  taken  off  of  this  bill,  according  to 
circumstances.  Bag  hire'for  3  bushel  bags,  3£  cents  per  bag. 
which  includes  insurance,  sewing,  etc.,  to  be  delivered  at  port 
of  discharge,  or  one  half  cent  per  bag  returned  if  deliyered  at 
New  York,  Philadelphia  or  Baltimore.  There  is  no  elevator 
charge  except  when  the  vessel  is  obliged  to  employ  a  floating 
elevator ;  there  is  only  one  of  this  kind  here,  and  when  used 
(which  is  seldom),  the  charge  is  three-eighths  cents  per  bushel 
No  wharfage  charged  while  loading  at  the  eleyators,  except 
Girard  Point  and  Washington  street  wharf,  which  is  $2  a  day, 
lining  about  one  cent  per  bushel,  but  small  vessels  pay  up  to 
1J  cents.  Steamer's  charges  same,  except  that  Girard  Point 
charges  $10  to  $12  a  day  wharfage,  other  grain  piers  nothing. 
Occasionally  cargoes  are  brought  alongside  in  lighters,  in  which 
case  stevedores  charge  from  $6  to  $7,  1,000  for  bulk. 

Certificate  of  loading,  $10  ;  steamer,  $20. 
Tours  truly, 

L.  Westergaard  &  Co. 

No.  27  South  William  Street,         ) 
New  Toek,  July  8,  1879.  j 

Charges  at  New  York  for  loading  grain. 

Elevator,  single  deck  vessels,  $7  per  1 ,000  bushels. 

double  "  "        $8 

bags  $6.25 

Bag  hire,  4^  to  5  cents  per  3  bushels. 

Wharfage,  the  first  200  tons,  2  cents  per  ton ;  whatever  over 
200  tons,  ^  cent  per  ton  per  day.  Stevedore,  for  portion  of 
cargo  taken  in  barge,  $5.50  to  $6.00  per  1,000  bushels. 

On  and  after  July  1st,  1879,  the  charges  for  trimming  grain 
in  all  vessels,  whether  loaded  in  bulk  or  in  bag,  at  the  New 
York  Central  &  Hudson  River  Railroad  Elevators,  at  Sixtieth 
street  and  North  river,  will  be  $2.00  per  1,000  bushels.  This 
is  20  per  cent,  less  than  former  rates. 

Funch,  Edye  &  Co. 

Mr.  Blanchard — There  is  one  table  that,  in  submitting  the 
papers,  I  overlooked  (producing  a  paper).  This  table  has 
been  submitted  by  Bingham  Bros.,  of  47  Exchange  Place,  New 
York,  and  John  Bingham  &  Co.,  Liverpool,  as  promised  by 
Mr.  David  Bingham,  in  his  testimony  before  the  Committee. 

The  following  is  a  copy  of  the  table  last  referred  to  : 
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Mr.  Shipman — I  want  to  pat  in  some  statistics  here  in  re- 
lation to  the  production  of  wheat  in  California ;  at  the  first 
thought  the  Committee  may  think  that  that  has  nothing  to  do 
with  the  question,  but  the  Committee  will  of  course  remember 
that  they  are  dealing  with  a  very  great  subject,  and  they  are 
dealing  with  the  exigencies  of  the  trade  of  this  country,  in  re- 
lation to  a  very  large  portion  of  a  million  of  bushels  of  surplus 
grain  that  has  to  be  transported  by  the  railroad  companies  from 
the  west  to  the  east,  and  I  want  to  give  in  the  minutes,  so  that 
it  can  be  referred  to  hereafter  and  become  a  part  of  the  record, 
the  grain  statistics  of  California  both  production  and  export. 

The  Chairman — How  do  they  export  ? 

Mr.  Shipman — They  export  by  the  way  of  the  Horn,  in 
sailing  vessels;  the  total  production  of  wheat  in  California 
for  several  years  is  as  follows  : 

In  1873,  25  million  bushels. 

In  1874,  1875,  and  1876,  each  33£  million  bushels. 

In  1877,  which  was  a  dry  year,  25  million  bushels. 

In  1878,  which  was  a  good  year,  37£  million  bushels. 

The  exports  of  wheat  were — 

In  1873,  15|  million  bushels. 

In  1874,  13J 

In  1875,  12| 

In  1876,  16£ 

In  1877,     8J 

In  1878,  12 

The  amount  of  grain  forwarded  to  the  general  market — and 
this  is  independent  of  the  export ;  it  would  include  perhaps, 
what  is  forwarded  to  San  Francisco  as  well  as  what  is  brought 
east,  to  Montana  for  instance  ;  the  amount  of  grain  forwarded 
to  the  general  market  by  the  California  &  Pacific  Bailroad 
Company  was,  in  short  tons  : 

In  1873,  122,000  tons. 

In  1874,  123,000     " 

In  1875,  225,000     " 

In  1876,  335,000     " 

In  1877,  107,000     " 

In  1878,  311,000     " 

The  Chairman — When  you  say  forwarded,  you  mean  for- 
warded from  where  to  where  ? 
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Mr.  Shipman — Forwarded  to  the  general  market";  that  is,  I 
suppose  sent  east  to  Salt  Lake  City,  if  they  did  send  there,  or 
wherever  they  sent,  it ;  probably  the  bulk  of  it  was  carried  to 
San  Francisco,  to  be  shipped  by  sailing  vessels  to  Europe ;  I 
do  not  know  whether  the  fact  appears  in  the  testimony  here — 
I  stated  it,  but  I  do  not  know  as  I  can  lay  my  hand  on  the 
testimony — that  the  product  of  wheat  in  Australia  and  New 
Zealand  is  increasing,  and  a  very  considerable  export  trade 
from  these  colonies  to  Great  Britain  is  being  carried  on  now, 
amounting  to  a  good  many  million  bushels  ;  of  course  it  only 
has  a  general  bearing  upon  these  important  statistics. 

The  Chairman — Have  you  any  further  documentary  evidence, 
Mr.  Sterne  ? 

Mr.  Sterne— I  think  not.  (To  Mr.  Yilas.)  Mr.  Vilas,  you 
took  with  you  a  list  of  rebates,  at  Saratoga,  which  was  to  be 
corrected — Standard  Oil  rebates ;  that  never  has  been  re- 
turned. 

Mr.  Vilas — Mr.  Blanchard  has  that,  or  he  had  it  at  Sara- 
toga. 

Mr.  Sterne — And  then  I  must  call  for  that  statement  of  Mr. 
Stein.  We  excused  Mr.  Stein  from  testifying  on  the  specific 
ground  that  his  testimony  was  substantially  all  contained  in  a 
statement  made  by  him  to  Mr.  Jewett.  They  said  that  they 
had  it.  Now,  I  do  not  see  why  this  Committee  should  not 
have  that  statement. 

The  Chairman — What  is  the  specific  point  that  you  desire  it 
for? 

Mr.  Sterne — It  shows  in  the  first  place  to  what  kinds  of  de- 
predations our  railway  corporations  may  be  employed  and  are 
employed ;  and  it  sheds  considerable  light  upon  the  kind  of 
compromises  that  have  been  made  with  Mr.  Gould  since ;  how 
much  has-  been  recovered,  if  any  tiling  has  been  recovered, 
compared  with  the  amount  that  he  has  taken  from  the  Erie 
Railway  Company ;  and  it  illustrates  one  of  the  methods  of 
administration  of  American  railways,  which  is  an  exceedingly 
instructive  chapter  particularly  for  the  Legislature  to  hear, 
and  they  cannot  hear  it  too  often.  The  Erie  Railway  Company 
is  exceedingly  active  and  still  alive,  and  all  these  questions  are 
pertinent  questions  now,  although  those  malversations  and 
depredations  were  committed  upon  that  property  ten  years  ago, 
jf  you  please,  because  it  is,  this  present  administration  qi  the. 
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Erie  Railway  Company  that  was  called  upon  to  deal  with  these 
malversations ;  they  have  dealt  with  them  after  a  fashion,  and 
the  manner  and  character  of  their  dealiog  with  them  is  open  to 
criticism,  is  open  to  investigation,  and  we  have,  to  some  degree, 
investigated,  but  we  cannot  know  how  correct  the  criticism  is, 
or  how  justly  these  people,  so  far  as  they  are  concerned,  may 
have  dealt  with  the  property  and  the  duties  that  came  under 
their  supervision,  unless  we  know  precisely  what  the  malver- 
sation and  depredations  were  to  which  that  property  has  been 
subjected. 

The  Chairman —I  understand  you  to  state  that  this  state- 
ment covers  transactions  that  were  had  ten  years  ago. 

Mr.  Steene — Yes,  it  comes  down  to  1872 ;  the  Chairman 
will  remember  that  the  Gould  administration  was  put  out  by 
the  so-called  rescue  in  May,  1872,  and  General  Dix's  admin- 
istration succeeded  it  for  one  month,  and  then  came  the 
Watson  administration,  and  the  Watson  administration  con- 
tinued for  two  years,  and  then  came  the  Jewett  administration 
and  the  Jewett  receivership ;  now,  throughout  all  these  admin- 
istrations, from  General  Dix  down  to  the  present  day,  there 
runs  a  thread  of  continuous  directorship-;  although  the 
heads  have  changed,  there  is  substantially  the  same  direc- 
tion in  the  Erie  control  to-day  that  was  in  the  Erie 
control  at  the  time  of  General  Dix's  administration,  and 
during  the  whole  of  that  period  of  time  these  gentlemen 
have  been  called  upon  to  deal  with  these  malversations. 
Mr.  Stein  was  set  to  work,  as  Mr.  Barlow  testified  in  another 
case  distinctly,  with  a  view,  for  several  years,  to  unearth  these 
very  things  in  the  office  of  the  Erie  Eailway  Company  at  the 
instance  of  the  Erie  Railway  Company  ;  he  is  in  their  employ 
to-day,  and  was  in  their  employ  then,  and  he  made  three 
successive  reports,  one  of  which  we  distinctly  traced  to  Mr. 
Jewett  and  we  allowed  Mr.  Stein  to  depart  from  the  witness 
stand  because  that  report,  it  was  said  by  Judge  Shipman,  con- 
tained all  that  by  any  possibility  could  be  in  the  head  of  Mr. 
Stein  upon  that  subject,  and  a  great  deal  more,  and  that  that 
report  would  be  furnished  to  this  Committee. 

Mr.  Shipman— No,  I  never  promised  it. 

Mr.  .Stehne — The  impression  was  made  upon  my  mind — I 
don't  know  what  the  impression  was  upon  the  minds  of  the  mem- 
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bers  of  the  Committee — that  the  information  would  be  fur- 
nished as  a  ground  for  excusing  Mr.  Stein  from  iurt.er  at- 
tendance at  Saratoga. 

The  Chairman — I  understood  Colonel  Balch  that  them  is  one 
hundred  millions  of  watered  stock  in  the  Erie  Railway. 

Mr.  Shipman — There  is  only  eighty-six  millions  altogether. 
The  capital  stock  of  the  New  York,  Lake  Erie  &  "Western  is 
about  one  hundred  and  fifty  millions.  Colonel  Balch  has  tes- 
tified that  he  thought  the  property  was  worth  seventy-five  mil- 
lions.    You  have  those  facts. 

The  Chairman — I  understand  Mr.  Guppy  to  testify  that  there 
was  about  eighty  millions  of  capitalization  of  the  Erie  Road, 
which  represents  no  value,  and  various  estimates  have  been 
placed  upon  it.  Now,  if  I  have  a  correct  understanding  of  the 
scope  of  this  report  and  the  object  of  it,  it  is  simply  to  give 
additional  data  to  what  we  have  already  in  gross. 

Mr.  Sterne — You  ask  me  the  question  whether  that  is  not 
simply  to  furnish  additional  details  to  what  we  have  already  in 
gross ;  I  say  yes  upon  the  mere  question  of  watered  stock ; 
no,  as  to  the  question  of  dealing  with  their  trust  on  the  part 
of  the  continuous  series  of  directors  from  1868  to  LQ79,  be- 
cause upon  that  point  will  turn  the  •  question,  is  it  necessary 
for  the  State  to  step  in  to  protect  the  stockholders  from  the 
action  of  their  directors. 

The  Chairman — I  think,  so  far  as  the  needs  of  this  Commit- 
mittee  are  concerned,  or  the  Legislature,  that  the  bald  fact 
that  under  the  present  laws,  and  the  present  system  of  rail- 
road management,  parties  abuse  their  trust,  be  the  modus  op- 
erandi what  it  may,  would  be  quite  as  powerful  an  argument 
as  could  be  made;  however,  I  have  not  the  slightest  objection 
to  calling  for  the  evidence,  except  that,  perhaps,  we  have  got 
on  that  subject  as  much  as  would  be  of  any  use  to  us. 

Mr.  Sterne — There  have  been  two  successive  dividends  de- 
clared of  the  Erie  Railway  Company  since  the  Gould  adminis- 
tration, during  the  reform  period,  which  I  am  persuaded  have 
not  been  declared  out  of  the  earnings,  and  without  character- 
izing that  sort  of  proceedings,  sufficient  to  say  that  the  State 
ought  to  be  informed  of  the  policy  and  reasons  for  the  declara- 
tion of  those  dividends  which  have'not  been  made  out  of  the 
earnings.     Now,  Mr.  Barlow  is  the  only  director  that  I  know 
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bi  who  has  been  continuously  a  directdr  since  the  Dix  admin- 
istration down  to  within  a  few  years  ago,  and  was  a  director — 
of  course  there  were  others  who  were  directors — who  was  upon 
every  important  committee,  and  knew  the  policy  of  the  rail^ 
road,  and  to  some  degree  shaped  it  more  than  any  other  man 
connected  with  it,  so  far  as  its  financial  administration  is  con- 
cerned. He  could  give  us  a  considerable  amount  of  light  upon 
that  subject. 

The  Chairman — Very  well,  take  such  course  as  you  see  fit 
to  make  it  explicit;  if  you  you  want  Mr.  Barlow,  subpoena  him ; 
I  suppose  you  desire  to  take  a  recess  for  lunch  now,  and  the 
Committee  will  consider  whether  or  not  they  will  call  for  Mr. 
Stein's  report. 

[Intermission.] 


Afternoon  Session. 


George  R.  Elanchard,  recalled  : 

By  the  Chairman  : 

Q.  I  saw  in  the  New  York  Times  about  two  weeks  ago,  a 
dispatch  from  Bradford,  stating  that  the  trunk  lines  had  re- 
fused to  cany  oil  for  the  Standard  Company  at  the  present 
rates,  particularly  the  New  York  Central  and  the  Lake  Shore ; 
and  that  their  cars  were  being  placed  upon  the  side  tracks,  and 
that  a  contract  was  about  being  made  for  a  pipe  line 
between  the  oil  region  and  Cleveland;  do  you  know  what 
there  is  of  that  report?  A.  I  saw  the  same  dispatch  on  the 
morning  on  which  it  was  published,  and  having  a  meeting  with 
the  New  York  Central  people  the  next  day  I  called  Mr.  But- 
ter's attention  to  it ;  he  stated  that  the  report  had  no  foundation 
so  far  as  their  company  was  concerned ;  so  far  as  the  Erie 
company  was  concerned,  it  had  not  the  slightest  foundation  ; 
so  far  as  the  construction  of  a  pipe  line  is  concerned  (being  a 
matter  in  which  we  have  no  interest)  I  have  asked  the  Stand- 
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ard  Oil  Company  about  it,  and  I  understand  that  they  are 
building  a  pipe  line  to  Cleveland,  and  that  is  in  accordance 
with  an  understanding  with,  the  western  railroads,  the  Atlantic, 
Great  Western  &  Lake  Shore,  but  what  that  understanding  is, 
I  do  not  know. 

Simon  Bernheimer  sworn  : 

By  Mr.  Sterne  : 

Q.  You  are  one  of  the  members  of  the  firm  of  I.  &  S.  Bern- 
heimer, are  you  not?     A.  Yes. 

Q.  You  have  been  a  merchant  and  doing  business  in  the 
City  of  New  York,  for  about  how  long  ?  A.  For  about  forty 
years. 

Q.  Do  you  remember  a  concern  known  as  the  Oleifine  Oil 
Company  ?    A.  Yes,  sir. 

Q.  That  was  an  incorporated  company,  as  I  understand 
it  ?  A.  It  was  an  incorporated  company  the  last  two  years 
that  it  was  in  existence. 

Q.  Before  that  time  what  was  it  ?  A.  It  was  a  partnership 
company. 

Q.  Who  were  the  copartners  in  that  copartnership  ?  A. 
Isaac  Bernheimer,  my  brother,  Jacob  Goldsmith  and  Simon 
Lissenger. 

Q.  What  was  their  business  ?    A.  Refining  oil. 

Q.  Where  ?     A.  At  Greenpoint. 

Q.  They  had  works  at  Greenpoint  ?     A.  Yes. 

Q.  When  did  they  begin  that  business  of  refining  oil  ?  A.  I 
believe  it  was  in  1860  or  1861 ;  I  cannot  state  very  particu- 
larly as  to  these  dates,  it  is  so  long  ago. 

Q.  But  it  was,  as  you  say,  in  1860  or  1861  ?    A.  Yes. 

Q.  Did  they  then  situate  themselves  at  Greenpoint,  Long 
Island?     A.  Yes. 

Q.  And  that  same  factory  continued  to  develop,  did  it  not  ? 
A.  It  is  not  the  same  factory  ;  it  has  been  improved  from  time 
to  time,  and  enlarged. 

Q.  How  long  did  that  business  continue  to  be  prosperous  ? 
A.  It  was  prosperous  until  about  1870. 

Q.  In  the  business  of  refining  oil  had  they  all  the  facilities 
that  other  refineries  had  ?    A.  They  had  some  better  facilities, 
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and  they  had  some  inferior  facilities  ;  but  they  were  consid- 
ered as  a  refinery  of  medium  size. 

Q.  Had  they,  as  to  processes,  all  the  facilities  that  other  re- 
fineries had  ?  A.  I  never  attended  to  the  refining  business, 
and  I  merely  know  from  hearsay  ;  I  was  connected  with  my 
brother,  and  with  his  interest,  before  it  became  a  corporation; 
from  all  that  I  could  find  out  we  claimed  to  be  able  to  make 
better  oil  than  any  other  company  in  New  York. 

Q.  How  did  your  oil  compare  in  the  market  as  to  selling 
price,  with  the  oil  produced  by  other  manufacturers  ?  A.  I 
was  told  by  Mr.  Goldsmith,  who  generally  attended  to  the 
selling  and  the  buying  of  the  oil,  that  he  had  a  preference  in 
the  trade,  if  he  could  sell  as  cheap  as  anybody  else  ;  he  said 
that  it  was  considered  better  than  any  other. 

Q.  What  was  the  difference  in  the  prices  made  during  pros- 
perous times,  and  what  difference  in  the  commercial  profit  in 
the  oil?  A.  There  is  a  great  difference;  we  sold  oil  while 
we  were  in  the  business  for  96  cents  per  gallon,  and  we  sold 
oil  for  9  cents  per  gallon. 

Q.  The  question  is,  what  differences  constituted  com- 
mercial profit ;  it  depended  altogether  or  in  part,  did  it  not, 
upon  the  price  of  the  oil  ?     A.  Yes. 

Q.  When  the  price  was  high,  you  would  get  a  larger  differ- 
ence, ahd  make  a  difference  between  commercial  loss  and  pro- 
fit ?  A.  When  it  was  high  we  were  satisfied  with  a  smaller 
profit  than  when  it  was  low. 

Q,  When  the  price  was  low,  would  a  half  a  cent  per  gallon 
make  a  difference  as  to  whether  oil  could  be  produced  at  a 
profit  or  be  sold  at  a  loss  ?  A,  Yes ;  a  half  a  cent  per  gallon 
was  good  profit  when  the  oil  was  low. 

Q.  Tell  us,  in  1870,  what  do  you  think  was  about  the  capi- 
tal that  was  employed  in  that  business  by  that  concern— by 
that  partnership  concern  ?  A.  I  could  not  exactly  say ;  if 
they  had  not  the  capital,  they  could  get  all  of  the  money  they 
wanted,  and  consequently  they  could  do  any  amount  of  busi- 
ness ;  if  the  business  would  pay  they  could  get  all  the  money 
they  wanted  to  carry  on  the  business  as  large  as  anybody — 
provided  it  would  pay. 

Q.  You  and  your  brother  were  [behind  it  ?  A.  That  is  un- 
called for,  I  think. 
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Q.  You  wefe  willing  to  advance  money  ?  A.  We  were  reJ 
sponsible  for  it,  if  money  was  borrowed. 

Q.  You  were  willing  to  advance  as  much  money  as  was 
necessary  ?  A.  I  cannot  tell  you  anything  about  that ;  I  only 
tell  you  that  we  could  get  all  the  money  that  we  wanted  to  en- 
large it. 

Q.  What  was  the  actual  capacity  of  that  refinery,  as  to  the 
out— put  of  oil  per  day  ?  A.  At  th  it  time  I  do  not  think  that 
it  was  over  one  hundred  thousand  barrels  that  they  actually 
refined,  but  the  works  were  large  enough,  so  that  if  it  would 
have  paid  to  enlarge  it,  they  could  have  refined  any  quantity. 

Q.  A  hundred  thousand  barrels  within  what  period  ?  A. 
One  hundred  thousand  barrels  per  year. 

Q.  Do  you  say  that  the  capacity  of  the  works  was  larger  ? 
A.  Yes. 

Q.  What  capital  did  they  employ — both  their  own  and  what 
they  borrowed?  A.  Over  $100,000;  I  believe  that  Isaac 
Bernheimer  alone  had  $100,000  in,  without  the  other  copart- 
ners ;  I  think  it  must  have  been  nearly  $175,000  or  $200,000. 

Q.  You  say  that  in  1870  the  prosperity  of  your  works 
was  injuriously  affected ;  can  you  tell  us  what  affected  that 
prosperity  ?  you  say  that  down  to  1870,  yours  was  a  prosperous 
concern  and  made  money ;  do  you  know  what  the  circum- 
stances were  which  caused  that  prosperity  to  decline?  A. 
The  reason  was  that  we  had  not  the  same  facilities  of  getting 
the  oil  by  railroad  from  the  oil  regions  down  to  New  York, 
that  others  seemed  to  have  ;  I  do  not  know  this  by  knowledge 
of  what  the  others  had,  but  I  know  that  we  could  not  compete 
with  their  prices  ;  we  could  buy  crude  oil  here  (although  we  had 
all  the  facilities  to  buy  it  in  the  oil  regions),  as  cheap  as  any- 
body else. 

Q.  You  had,  in  1870,  all  the  facilities  that  anybody  else 
could  have  in  the  purchase  of  oil  in  the  oil  regions.     A.  Yes. 

Q.  Nobody  had  any  advantage  over  you  there  ?     A.  No. 

Q.  Had  you  an  agent  there?  A.  We  always  had  somebody 
there. 

Q.  And  you  had  at  Greenpoint  all  the  facilities  in  refining 
that  anybody  else  had?    A.  Yes. 

Q.  And  your  difficulty  was  that  you  could  not  get  the  oil  to 
market  at  the  same  rates  as  other  people  could  ?     A.  We  had 
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to  buy  the  oil  here,  because  we  could  do  better  to  get  it  at  this 
market  than  to  buy  it  there. 

Q.  You  could  do  better  in  buying  oil  here  than  by  buying  it 
there  ?     A.  Yes ;  that  is,  crude  oil. 

(j.  And  that  was  because  other  people  had  superior 
facilities  to  you?  A.  "We  thought  so,  but  we  could  never  find 
it  out. 

Q.  How  did  that  indicate  itself  in  the  market  ?  A.  I  could 
give  you  no  other  answer;  we  tried  to  find  out— to  get  some 
drawback  from  the  railroad — but  we  could  not  find  out  what 
others  got,  and  could  not  get  it  ourselves. 

Q.  Over  what  line  did  you  ship  your  oil?  A.  At  that  time 
we  did  not  ship  much  ;  we  shipped  some  by  the  Erie  Road, 
but  we  shipped  the  most  by  the  Empire  Line. 

Q.  Did  you  try  to  get  drawbacks  from  the  Erie  Eoad  ?  A.  I 
cannot  tell  you  ;  Mr.  Jacob  Goldsmith  tried  it  several  times,  I 
believe. 

Q.  I  understood  you  to  say  in  the  conversation  that  we  had 
that  the  other  parties  could  sell  at  that  time  in  the  market  the 
refined  oil  below  the  price  at  which  the  crude  oil  could  be  pur- 
chased by  you,  and,  without  refining,  brought  to  New  York  ? 
A.  In  1870,  or  about  that  time,  it  was  not  so  much  different ; 
it  was  a  great  deal  more  difference  in  later  years. 

Q.  When  did  the  greater  difference  begin?  A.  The  greatest 
difference  was  from,  say  1872  to  1874. 

Q.  Then  did  this  condition  prevail  that  other  parties  could 
sell  refined  oil  in  the  markets  of  New  York  at  a  rate  lower 
than  you  could  get  the  crude  oil  to  New  York  ?  A.  I  tell  you 
we  could  hardly  do  it ;  we  could  buy  crude  oil  cheaper  here 
than  we  could  get  it  for  from  there,  and  we  had  all  the  facili- 
ties to  buy  oil  as  cheap  out  there  as  anybody  else. 

Q.  Then,  subsequently,  you  say  that  this  copartnership  de- 
veloped into  a  corporation?     A.  Yes. 

Q.  When  was  that?     A.  In  April,  1874. 

Q.  How  much  capital  did  that  corporation  employ?  A. 
They  made  a  stock  company  of  $LOO,000  working  capital. 

Q.  Did  they  not  employ  a  considerable  capital  in  excess  o 
$100,000?  A.  I  was  the  owner  of  the  works,  which  cost 
$225,000,  which  I  leased  to  the  corporation,  so  that  this 
$100,000  was  merely  working  capital. 
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Q.  So  that  they  had  as  facilities  the  works  worth  $225,000, 
which  were  leased  to  them,  and  $100,000  which  you  owned,  and 
which  the  corporation  had  as  working  capital  ?     A.  Yes. 

Q.  Were  they  able  to  carry  on  a  prosperous  business  under 
those  conditions?     A.  They  lost  money  every  year. 

Q.  Do  you  remember  what  was  the  rate  which  you  paid  for 
the  carriage  of  oil  from  1874  to  1876  ?  A.  "We  paid  as  low  as 
$1.25  and  as  high  as  $1.45,  and  I  believe  higher. 

Q.  That  was  your  rate  ?    A.  Yes. 

Q.  Had  Pratt  &  Co.  or  the  Devoe  Manufacturing  Company 
any  works  near  you  on  Long  Island?  A  It  was  not  a  refining 
company,  and   had  no  refinery  there. 

Q.  Had  the  Pratt  Company  a  refinery  ?  A.  The  Pratt  Com- 
pany had  a  refinery  not  far  from  us  at  Greenpoint ;  there  was  a 
refinery  light  next  to  us,  which  was  run  by  Bostwick  or  by 
some  of  them  who  belonged  to  the  company. 

Q.  How  did  your  refinery  compare  in  its  capacity,  both  as 
to  size  and  as  to  the  character  of  the  oil  manufactured,  with 
the  Pratt  and  Bostwick  companies  ?  A.  Bostwick  had 
several  refineries  which  he  ran  ;  I  do  not  know  whether  they 
owned  them  all  or  not ;  we  only  had  one,  but,  as  I  stated  be- 
fore, we  could  increase  it  to  any  amount  of  oil  if  it  had  been 
profitable  ;  as  it  was,  at  our  works  we  could  refine  about  200,- 
000  barrels  per  year. 

Q.  Your  works,  in  the  condition  they  were  in  1875  could 
readily  refine  200,000  barrels  ?  A.  Yes,  if  it  was  run  to  its 
full  capacity. 

Q.  You  say  that  from  1874  to  1876  you  every  year  lost 
money  in  the  refining  of  oil  ?     A.  Yes. 

Q.  When  was  any  offer  or  overture  made  to  you  by  any- 
body connected  with  the  Standard  Oil  combination  to  sell  out  ? 
A.  I  offered  the  refinery  several  times  to  Mr.  Macy,  who  was  the 
head  of  the  Devoe  Manufacturing  Company ;  he  had  no  refinery, 
and  I  would  like  to  sell  him  the  refinery  because  it  was  near  his 
works  ;  he,  knowing  this,  in  August,  1876,  came  to  see  me  and 
told  me  that  he  would  purchase  our  works  now  if  I  was  ready 
to  sell ;  and  so  we  were  negotiating  until  October  ;  in  Octo- 
ber Mr.  Macy  had  in  the  meantime  died,  and  Mr.  Eockefeller, 
of  the  Standard  Oil  Company,  Mr.  Pratt  and  Mr.  Bostwick 
bought  us  out  together ;  but  this  was  what  Macy  and  myself 
had  agreed  upon. 
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Q.  At  what  loss  did  you  feel  it  to  be  a  necessity  to  sell  out 
that  refinery  ?  A.  I  do  not  know  that  I  can  tell  you  exactly 
what  that  loss  was,  because  we  only  sold  the  works  ;  we  did 
not  sell  the  land  with  them  ;  the  ground  we  leased  to  them ; 
we  only  sold  the  buildings  and  the  works. 
,  Q.  Did  the  corporation  lose  its  working  capital  of  $100,000  ? 
A.  They  did  not  lose  their  working  capital ;  no,  sir ;  the  rea- 
son they  did  not  lose  it  was  because  while  we  were  negotiating 
there  was  a  very  large  stock  of  oil  on  hand,  and  the  oil  went 
up  very  high  on  our  hands,  and  so  we  did  not  lose  much ;  the 
oil  went  up  at  least  ten  cents  per  gallon. 

Q.  In  your  factory  what  do  you  think  you  lost?  A. /On  that 
factory  we  lost  $75,000  before  I  bought  it ;  that  is,  I  leased 
at  the  rate  of  $225,000  what  had  actually  cost  $300,000  to  the 
company  before  they  sold  it. 

Q.  How  much  did  you  get  for  the  factory?  A.  We  sold 
simply  the  buildings,  works  and  machinery  for  about  $160,000. 

Q.  If  you  could  have  obtained  the  oil  to  be  carried  for  you 
at  60  cents  per  barrel,  in  1876,  would  you  have  sold  out  ?  A. 
No,  sir. 

Q.  If  you  could  have  had  oil  carried  for  you  at  80  cents  per 
barrel,  would  you  have  sold  out?  A.  "We  would  not  have  sold 
out  if  we  could  have  got  it  carried  for  $1  per  barrel — that  is, 
if  everybody  else  had  to  pay  like  that ;  we  had  to  pay  $1.45 
at  the  time  we  sold  out. 

Q.  Did  you  ship  by  car  loads?  A.  We  could  only  ship 
through  the  Empire  Line  the  same  as  all  the  rest  shipped,  in 
tanks — in  tank  cars. 

Q.  Why  could  you  not  ship  over  the  Erie  ?  A.  We  sent  indi- 
rectly somebody  to  the  Erie,  and  they  wanted  to  charge  us 
nine  cents  more  than  the  Empire  Line  ;  the  Empire  Line  gave 
us  nine  cents  drawback,  and  the  Erie  would  not  give  us  any 
drawback. 

Q.  No  drawback  from  what  rate  ?  A.  From  $1.45  at  that 
time. 

The  Chairman — What  was  the  precise  date  of  this  sale? 

The  Witness— We  sold  out  in  October,  1876. 

Q.  Do  you  remember  a  committee  that  came  on  here  to  ne- 
gotiate equal  treatment  for  all  the  refineries  and  producers  on 
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the  part  of  the  railways  ?    A.  A  committee  came  on  here  from 
where  ? 

Q.  Fromthe  oil  regions  of  Pennsylvania?    A.  No,  sir. 
Q.  Do  you  remember  that  a  committee  called  on  Mr.  Van- 
derbilt  and  others  ?     A.  That  was  a  committee  of  refiners,  who 
were  outside  of  the  Standard  combination  ;  they  were  all  from 
New  York  refineries. 

Q.  Were  you  consulted  about  agreeing  with  the  New  York 
Central  as  to  the  shipment  of  specific  quantities  of  oil? 
A.  Yes. 

Q.  State  what  that  was  ?  A.  There  were  some  refiners  here, 
headed  by  Mr.  Olin,  and  they  waited  on  Mr.  Vanderbilt,  and 
wanted  him  to  carry  oil  for  outside  refineries  at  the  same  rate 
as  he  would  for  others ;  they  showed  me  a  paper  by  which  Mr. 
Vanderbilt  agreed  that  he  would  if  they  guaranteed  to  ship  so 
much  oil  (a  large  quantity  which  I  do  not  remember) ;  if  they 
would  ship  that  quantity  of  oil  on  his  line  and  would  build  tankage 
(because  he  had  no  tankage),  he  would  carry  the  oil  at  as  low  a 
rate  for  them  as  he  would  for  anybody  ;  they  consulted  me  ;  I 
was  asked  how  much  oil  our  company  would  ship,  and  we 
agreed  that  we  would  be  perfectly  willing  to  guarantee  to  ship 
the  quantity  of  oil  that  he  asked  for  ;  they  then  came  to  me  and 
told  me  that  they  had  fixed  it  with  Mr.  Vanderbilt,  and  they 
showed  me  the  paper  ;  I  read  it  over ;  the  paper  was  sub- 
stantially that  he  would,  if  we  guaranteed  to  ship  so  much 
oil,  charge  no  body  less  than  he  would  them ;  that  he  would 
carry  oil  for  nobody  for  less  than  he  would  for  the  parties  who 
guaranteed  to  ship  so  much  ;  I  told  them  that  I  was  perfectly 
satisfied  to  join  them,  provided  they  went  to  Mr.  Vanderbilt 
and  got  him  to  sign  that  he  would  carry  the  oil  for  us  as  cheap 
as  any  other  line  would  carry  it,  otherwise  we  might  have  to 
pay  him  $1.45,  when,  perhaps,  the  Pennyslvania  or  Erie  would 
carry  it  for  50  cents,  or  whatever  they  liked  ;  they  told  me 
then  that  they  had  waited  on  Mr.  Vanderbilt  and  that  he  would 
not  do  any  such  thing ;  consequently  the  whole  arrangement 
fell  through. 

Q.  The  amount  of  shipment  at  that  time  that  you  would 
have  guaranteed  to  have  had  carried  by  that  railway — was  that 
as  large  as  that  which  was  shipped  by  the  Standard  ?  A.  Yes; 
fully  as  large,  if  not  more. 
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■:  Q.  There  was  practically,  if  the  business  had  prospered  m 
your  hands,  no  limit  to  the  capacity  of  that  refinery— you 
could  have  gone  on  and  built  additional  works  ?  A.  We  had 
all  the  facilities  ;  we  had  boilers  and  everything  else,  with  the 
exception  that  we  would  have  had  put  up  more  stills ;  we  had  the 
property  there,  and  could  have  put  up  more  stills,  and  there 
would  have  been  only  the  cost  of  the  stills  to  enable  us  to 
make  twice  or  three  times  the  oil ;  it  is  not  like  any  other  manu- 
facturing business  ;  if  you  can  sell  the  oil,  and  have  the  facili- 
ties and  the  capital  with  which  to  do  the  business,  you  can  in- 
crease it  in  a  very  short  time. 

Q.  It  is  a  business  that  increases  its  out-put  enormously  as 
compared  with  the  additional  capital  employed  ?  A.  You  can 
buy  the  oil  one  week  and  sell  it  the  next  week  refined ;,  and 
you  can  imagine  the  quantity  of  business  that  can  be  done. 

Q.  You  canHurn  your  capital  enormously  fast  ?  A.  We  could 
turn  it  over  quickly. 

Q.  Have  you  ever  heard  of  any  facilities  in  the  way  of  ad- 
vantages in  refining,  that  the  Standard  people  or  com- 
bination have,  that  were  not  common  to  oil  refineries 
generally  ?  A.  The  whole  price  of  refining  was  so  little  that 
it  could  not  make  a  great  difference  from  one  to  another ;  it  was 
only  the  quantity  that  fixed  the  profit.  The  more  you  could 
refine,  the  cheaper  you  could  do  the  oil ;  because  the  officers 
— the  Superintendent,  &c. — all  these  cost  pretty  nearly  the 
same  price  in  the  one  case  as  in  the  other  ;  if  you  do  twice  the 
quantity,  the  interest  on  the  capital  and  all  the  other  expenses 
would  be  divided  among  that  large  quantity  ;  so  if  I  can  refine 
200,000  barrels  instead  of  100,000,  it  would  not  cost  as  much 
in  proportion  as  it  would  if  I  could  only  refine  100,000  barrels. 

Q.  What  was  the  effect  upon  your  business  of  the  fact  that 
the  terminal  facilities  were  in  the  hands  of  Bostwick,  as  to  the 
Central,  and  of  the  Standard  as  to  the  Erie?.  A.  The 
Central  could  not  carry  oil  because  they  had  no  tank 
cars;  they  all  belonged  to  Bostwick;  the  Erie  had  tank 
cars  and  they  could  do  it ;  they  had  also  tanks  at  stations  j 
they  could  do  it,  and  they  would  have  done  it  if  we  had  paid 
the  full  price. 

Q.  $1.40  per  barrel?  .A.  It  was  not  always  alike;  they 
charged  all  the  same  price  ;  they  agreed  that  none  of  the  lines 
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—the  Pennsylvania,  Erie  or  Central — should  charge  less  or 
more ;  they  had  a  standard  price  between  them ;  the  only 
question  was  as  to  who  got  the  drawbacks  and  who  had  to 
pay  full  price. 

Q.  You  have  stated  to  the  Committee  that  you  would  not 
have  sold  out  but  for  the  fact  that  you  could  not  get  your  oil 
to  market?  A.  If  we  could  have  had  the  same  facilities  we 
certainly  could  have  made  money  as  well  as  the  others,  and 
then  we  would  never  have  sold  out,  because  there  is  no  hand- 
somer business  than  this  business  is,  if  you  have  the  same> 
chance. 

Q.  "Was  there  at  any  time  any  complaint  or  any  difficulty  as 
to  refining  the  product  or  as  to  selling  the  product  for  export, 
arisjng  from  the  amount  of  the  regular  rate  that  the  railway 
saw  fit  to  charge  for  the  carriage  of  the  crude  oil?  A.  I  do 
not  understand  what  you  say. 

Q.  Did  you  ever  experience  auy  difficulty  in  your  business 
by  reason  of  the  absolute  charge  being  excessive  for  the  car- 
riage of  the  crude  oil,  or  could  that  particular  product  have 
borne  a  high  charge  for  carriage?  A.  Provided  all  were 
treated  alike,  there  is  not  an  article  which  would  have  stood  a 
higher  price  for  the  carriage  of  it,  or  for  the  product,  than  oil 
because  there  is  nothing  that  can  compete  with  it  at  a  low 
price ;  even  in  1876,  when  it  was  ten  cents  higher  than  it  was 
in  1875,  there  was  nothing  cheaper  for  export. 

Q.  Therefore  your  experience  tells  you  that  the  $1.40  which 
you  were  required  to  pay  for  the  carriage  of  oil  did  not  inter- 
fere with  its  export  ?  A.  It  would  not  have  interfered  if  all 
had  had  to  pay  the  same  or  if  all  had  been  treated  alike. 

Mr.  Sterne  offered  in  evidence  affidavit  of  Sylvester  H.  Dun- 
an  in  the  case  of-  John  C.  Angell  against  the  Erie  Railway 
Company. 

Received,  and  marked  "  Exhibit  No.  9,  November  25, 1879." 

The  Chairman — I  have  here  some  papers  which  were  sent 
to  me  by  Mr.  Depew ;  they  are  furnished  partly  in  response 
to  a  call  for  information  which  was  made  by  the  Committee 
early  in  the  investigation ;  they  are  statistics  relating  j  to  the 
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freight  traffic  of  the  New  York  Central  Railroad  ;  they  will  now 
be  received  in  evidence  ;  also  a  comparative  statement  of  ton- 
nage and  earnings  for  the  fiscal  years  1872  and  1873  and  1877 
and  1878 ;  also  a  statement  showing  the  New  York  Central 
&  Hadson  River  Railroad  earnings  and  expenses  per  ton  per 
mile  from  1872  to  1878  inclusive.  • 

The  following  are  the  statements  referred  to,  offered  by  Mr. 
Depew : 
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New  York  Central  &  Hudson  River  K.  E.  Co.-— Earnings 
and  Expenses  per  Ton  per  Mile,  from  1872  to  1878, 
inclusive. 


Yeae. 

Freight 

per  Ton  pee  Mile. 

Profit. 

Earnings. 

Expenses. 

1872 

0.47 
0.55 
0.45 
0.37 
0.34 
0.41 
0.32 

1.59 
1.57 
1.39 
1.27 
1.05 
1.01 
,91 

1 .12 

1873 

1.02 

1874 

.94 

1875 

.90 

1876 

.71 

1877 

.60 

1878 

.59 

Percentage   o 

«*& 

47^, 

Adjourned  to  November  26th,  1879,  10  a.  m. 


New  York,  November  26,  1879. 

The  Committee  met,  pursuant  to  adjournment,  at  10  A.  M. 

Present :  All  the  members  of  the  Committee,  except  Messrs. 
Duguid  and  Wadsworth. 

Samuel  L.  M.  Barlow,  being  duly  sworn,  testified  as  follows  : 

By  Mr.  Sterne  : 

Q.  Mr.  Barlow,  you  are  the  head  of  the  firm  of  Barlow, 
Shipman,  Larocque  &  Macfarland  ?  A.  No,  sir  ;  I  am  one  of 
the  firm ;  my  respected  senior  is  present  here — Judge  Shipman. 

Q.  You  have  been  a  lawyer  in  active  practice  in  the  City  of 
New  York  for  a  great  many  years  ?    A.  About  thirty. 

Q.  When  did  your  connection  first  begin  with  the  Erie 
Railway  Company  as  its  counsel  ?  A.  In  the  spring  of  1872, 
the  time  that  the  Gould  administration  went  out. 

Q.  You  went  in  with  the  Board  of  Direction  which  immedi- 
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ately  succeeded  the  Gould  direction,   did  you  not  ?     A.  Yes, 

Q.  The  so-called  rescue ;  you  became  at  the  same  time. 
did  you  not,  one  of  the  Directors  of  the  Erie  Railway  Com- 
pany?    A.  Yes. 

Q.  How  long  did  you  continue  in  that  capacity  as  Director 
of  the  Erie  Railway  Company  ?  A.  I  think  to  1877:  perhaps 
to  1876 ;  I  am  not  quite  certain. 

Q.  From  1872  until  now  you  and  your  firm  continued  to  act 
continuously  as  counsel  and  attorneys  for  the  Erie  Railway 
Company,  did  you  not  ?     A.  Yes. 

Q.  And  from  1872  to  1877  you  were  one  of  the  directors  of 
the  Erie  Railway  Company?     A.  About  1877  ;  yes. 

Q.  Shortly  after  the  so-called  rescue,  an  election  took  place, 
did  it  not,  for  directors  of  the  Erie  Railway  Company  ?  A. 
In  the  following  July. 

Q.  The  rescue  was  in  May,  wasn't  it  ?  A.  In  March,  I 
think. 

Q.  The  change  of  direction  that  then  took  place,  took  place 
did  it  not,  by  procuring  for  money  payments  a  certain  number 
of  the  directors  of  the  Gould  administration  to  resign,  and  to 
have  certain  others  in  the  interest  of  a  better  administration 
to  take  their  places  ?     A.  In  March,  yes. 

Q.  That  did  not  take  place  by  any  election  ?  A.  No,  sir ; 
that  took  place  by  the  resignation  of  a  majority  of  the  Board. 

Q.  Those  resignations  were  brought  about  by  an  expendi- 
ture of  something  like  $300,000  or  $400,000,  were  they  not?  A. 
Partially  ;  some  of  the  resignations  were  voluntary,  and  with- 
out any  payment  whatever  ;    others  were  paid  for. 

Q.  At  the  rate  of  $65,000,  or  something  like  that,  apiece  ? 
A.  I  cannot  remember  the  details. 

Q.  Mr.  Sickles  was  largely  engaged  in  that  negotiation  with 
you  ?  A.  I  have  testified  very  fully  about  all  that  before  the 
previous  Committee,  and  the  details  have  escaped  me  now. 

Q.  I  want  simply  a  few  questions  upon  that  point,  and  a 
few  answers  to  connect  the  history  of  the  administration  from 
that  time  on  ;  in  the  following  July,  you  say,  or  June  ?  A. 
July,  I  think. 

Q.  The  regular  election  took  place  ?     A.  Yes,  sir. 

Q.  And  at  that  election,  who  were  elected  Directors  of  the- 
Erie  Railway  Company  ?  A.  Substantially  the  same  Board, 
with  the  exception  of  Gen.  Dix,  who  ceased  to  be  President 
and  Director  and  Mr.  Watson  was  elected  in  his  place. 
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Q.  Mr.  Watson  was  elected  in  his  place,  was  lie  not,  with  a 
view  of  Mr.  Watson  becoming  the  President  of  the  road  ?  A. 
Yes. 

Q.  You,  at  that  time,  had  the  controlling  voting  power,  had 
you  not,  in  3'our  own  possession  ?  A.  As  the  attorney  of  the 
stockholders ;  yes. 

Q.  And  that  voting  power  was  placed  in  your  hands  through 
your  client,  Mr.  McHenry,  was  it  not  ?  A.  A  large  part  of  it ; 
a  good  many  millions  of  stock  were  sent  to  me  in  New  York 
by  the  stockholders  here  ;  but  the  mnjority  of  the  votes  cast 
in  July  were  sent  to  me  by  Mr.  McHeuiy,  and  by  the  Erie  Com- 
mittee in  London,  composed  of  Mr.  Human,  Mr.  Chauucey, 
and  a  third  man  whose  name  I  have  forgotten. 

Q.  Mr.  Cryder?     A.  I  don't  remember. 

Q.  What  interest  had  Mr.  McHenry  to  obtain  that  con- 
trolling interest  of  the  Erie  Hail  way  Company  ?  A.  I  don't 
think  he  had  any  interest  in  the  Erie  Road  at  all ;  I  don't  know 
that  he  had. 

Q.  You  don't  think  he  had  any  personal  interest  in  it  at  all? 
A.  I  don't  know  that  he  had. 

Q.  What  induced  him  to  your  knowledge  to  obtain,  then,  a 
controlling  interest  of  the  Erie  Railway  ?  A.  I  don't  know  of 
any  reason  except  that  he  had  had  very  serious  diagreement, 
as  representing  the  Atlantic  &  Great  Western  Road,  with 
the  previous  managers,  and  thought  they  were  treatiug  the 
Atlantic  Road  unfairly. 

Q.  You  represented  his  interests,  did  you  not,  as  to  the 
Atlantic. &  Great  Western  Railway?     A.  Yes;  at  that  time. 

Q.  How  long  did  that  representation  by  you  and  your  firm 
continue?  A.  It  commenced  in  18G9  and  terminated  about 
1876. 

Mr.  Shipman — Before  that. 

The  Witness— 1875,  perhaps. 

Q.  The  Atlantic  &  Great  Western  Road  was  from  lime  to  time 
under  lease  to  the  Erie  Railway,  or  under  so-called  working 
arrangements,  was  it  not  ?  A.  There  was  one  lease  of  it  made 
under  the  administration  of  Fisk,  and  Gould  and  there  was  a 
lease  partially  consummated  under  the  administration  of  Mr. 
Watson  ;  at  all  other  times  it  was  simply  a  connecting  road. 

Q.  Did  you  at  any  time  represent  Mr.  McHenry  as  his 
agent  or  attorney  in  fact,  independent  of  your  relations  with 
him  or  relations  to  him  as  counsel  ?     A.  Yes. 
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Q.  How  long  did  that  agency  or  attorneyship  in  fact  con- 
tinue ?  A.  I  think  it  was  in  1872  that  I  became  his  attorney 
in  fact  under  a  special  power  to  purchase  for  him  some  stock 
in  the  Cleveland  &  Columbus  Road,  and  that  power  continued 
until  about  1875,  I  should  think. 

Q.  1875  or  1876,  wasn't  it?     A.  1875  or  1876. 

Q.  Did  you  in  his  behalf,  or  for  the  purpose  of  subserving 
his  interest,  and  a,t  his  expense,  purchase  proxies  in  the 
market  here  for  use  in  the  elections  of  the  Erie  Railway 
directors  ?     A.  I  think  not. 

Q.  Let  me  draw  your  attention  to  a  phrase  in  a  letter,  pur- 
porting to  have  been  written  by  you  in  1872  ?  A.  What  is 
the  date  of  that  letter  ? 

Q.  The  14th  of  May,  1872,  in  which  you  say  :  "  I  have  no 
doubt  that  Gould  is  at  the  bottom  of  this  new,  combination, 
but  how  he  managed  to  obtain  control  of  H.  and  R.  is  an 
enigma  which  I  cannot  fathom?"  A.  What  is  "  H.  and 
R.  ?" 

Q.  I  don't  know  ?     A.  I  don't  know. 

Q.  "  We  can  secure  the  control  of  a  few  thousand  shares  of 
stock  here,  perhaps  twenty  thousand,  for  the  election,  at  a  cost 
of  about  two  per  cent.,  but  the  total  stock  here  is  very  small ;" 
do  you  remember  writing  to  him  anything  to  this  effect  ?  A. 
I  do  not  remember,  but  I  have  no  doubt  I  did. 

Q.  Was  that  scheme  or  plan  of  obtaining  control  of  a  large 
portion  of  the  stock  that  was  held  here,  by  purchases  of  prox- 
ies, at  all  consummated  ?  A.  I  think  never ;  not  at  all ;  the 
total  amount  was  utterly  unimportant. 

Q.  Were  not  some  purchases,  in  any  event  made?  A.  I 
think  not. 

Q.  Don't  you  know  that  to  a  very  large  degree,  at  and 
about  that  time,  proxies  were  sold  in  the  market  for  Erie 
stock  ?  A.  I  know  that  there  was  a  nominal  price  for  the  pur- 
chase of  proxies,  but  I  think  none  were  bought  by  us ;  if  I 
remember,  the  proxies  that  came  from  England  in  time  for  the 
election  in  July,  were  very  much  more  than  one  half  of  the 
entire  capital,  and  whatever  anxiety  -  we  might  have  had  at 
one  period  lest  Mr.  Gould  should  get  the  control  of  the  stock, 
or  enough  to  make  a  fight,  I  think  that  ceased  long  before 
the  election,  and  my  recollection  is  that  we  never  bought  any 
proxies  here  at  all ;  a  large  number  of  proxies  were  sent  to  us 
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voluntarily,  and  without  payment,  chiefly  by  foreign  houses 
having  relations  with  England,  but  I  think  none  were  pur- 
chased. 

Q.  Don't  you  remember  that  iu  the  accounts  which  Mr. 
McHenry  furnished  to  the  Erie  Railway  Company  from  time 
to  time,  he  charged  for  sundry  payments  in  the  way  of  proxies, 
considerable  sums  of  money,  and  payments  made  to  the  Erie 
Railway's  Secretary,  in  London,  for  the  same  purpose — con- 
siderable sums  of  money  which  passed  under  your  revision,  or 
rather  passed  under  your  eyes?     A.  Yes  ;  I  know  it. 

Q.  Was  not  that  a  customary  method  of  acquiring  a  control- 
ling interest  in  the  railway  properties  ?  A.  Those  were  pay- 
ments made  in  London,  as  I  understand ;  not  here. 

Q.  I  understand,  but  the  Erie  Railway  Company  would  pay 
for  proxies  thus  acquired  ?     A.  I  think  not. 

Q.  Never?    A.  Never,  I  think. 

Q.  To  your  knowledge?  A.  Never  to  my  knowledge;  that 
formed  one  of  the  items  of  dispute  afterwards  between  Mr. 
McHenry  and  the  company  when  his  accounts  came  to  be 
settled,  as  to  whether  the  amounts  that  he. and  this  commit- 
tee had  paid  in  London  lor  proxies  should  be  credited  to  him  • 
and  while  the  company  were  willing  to  pay  for  the  expense  of 
powers  of  attornev  of  the  proxies,  and  the  certification  by  no- 
tary and  by  the  Consul,  and  did  pay,  I  think,  a  considerable 
sum  for  these  expenses,  my  recollection  is  that  they  did  not  pay 
for  the  proxies  themselves. 

Q.  You,  as  the  agent  of  Mr.  McHenry,  did,  however,  pay  for 
sundry  proxies,  as  appears  by  your  account  under  date  Feb- 
ruary 28,  1874,  rendered  to  him  ?  A.  That  was  not  in  the 
Erie  Company. 

Q.  No  ;  that  was  not  in  the  Erie  Company,  but  you  did  as 
to  obtaining  a  controlling  interest  of  the  Cleveland,iCo'lumbus, 
Cincinnati  &  Indianapolis  Road  pay  a  certain  amount  of  money 
for  proxies,  did  you  not  ?  A.  After  we  purchased  nearly  half 
of  the  entire  capital  of  the  Cleveland  <fc  Columbus  Road,  we 
were  still  anxious  lest  all  the  stock  should  be  aggregated 
against  us  by  a  combination  in  the  interest  of  Mr.  Vanderbilt, 
of  the  New  York  Central,  and  I  found  just  before  the  election 
that  certain  proxies  were  in  the  hands  of  brokers  that  could  be 
purchased,  and  my  memory  is  that  I  bought  a  few  thousand 
shares — a,' very  few;  that  was  not  a  corporation  in  this  State. 
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Q.  T  understand ;  but  you  say  that  is  a  common  transac- 
tion on  this  side  of  the  water  in  answer  to  a  question  put  to 
you  by  counsel  ?  A.  Idon't  know  that  I  ever  bought  any  prox- 
ies, except  those  referred  to  there  ;  but  for  twenty  years,  before 
every  exciting  election  in  all  the  corporations  of  this  .State, 
I  have  known  that  the  proxies  were  purchasable  in  very  large 
amounts,  the  reasons  being  that  the  stock  on  the  stock-list 
generally  stands  in  the  name  of  brokers  who  have  no  interest 
in  it  whatever,  the  certificates  belonging  to  individuals  to  whom 
they  have  sold  it,  but  at  the  day  of  the  election  the  broker 
finds  himself  with  one  or  five,  or  even  ten  thousand,  or  twenty 
thousand,  shares  of  stock  on  the  books  of  the  company  entitled 
to  a  vote,  in  which  stock  the  broker  hiis  no  interest  at  all,  which 
vote  he  offers  for  sale. 

Q.  How  soon  after  the  Erie  Railway  Company  passed  into 
the  hands  of  its  new  Board  of  Directors,  in  1872,  was  any  ne- 
gotiation opened  with  the  Atlantic  &  Great  Western  interest 
principally  represented  by  McHenry,  for  the  purpose  of  a  new 
lease  or  new  traffic  arrangements  ?  A  I  think  in  July,  at  the 
time  when  Mr.  McHenry  came  over  ;  that  was  the  first  opening 
of  any  negotiation. 

Q.  Was  that  consummated  ?    A.  No ;  I  think  not. 

Q.  Was  any  lease  made  ?  A.  A  lease  was  made  about 
1875  or  1876.  ' 

Q.  Were  running  arrangements  concluded  ?  A.  No ;  noth- 
ing beyond  the  ordinary  relations  of  the  two  roads,  precisely 
as  they  existed,  with  all  other  connecting  companies,  to  my 
knowledge. 

Q.  You  recovered  a  judgment  against  the  Erie  Company  for 
Mr.  McHenry,  $75,000  at  one  time,  didn't  you  ?  A.  Yes,  sir ; 
I  did. 

Q.  And  .that  judgment  was  paid  in  part  to  you,  was  it  not  ? 
A.  It  was. 

Q.  For  advances  made  to  Mr.  McHenry  by  you  ?     A.  Yes. 

Q.  Was  not  that,  judgment  paid  after  the  road  passed  into 
the  hands  of  a  Receiver  ?     A.  No  ;  before. 

Q.  How  long  before  ?    A.  I  cannot  remember. 

Q.  If  paid  before,  wasn't  it  but  a  few  days  before  ?    A.  I 

cannot  fix  the  date  ;  it  was  before,  and  at  a  time  when  there 

was  no  more  idea  of  the  Erie  Road  going  into  the  hands  of  a 

Receiver  than  there  is  to-day  of  the  New  York  Central  going 
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into  the  Lands  of  a  Receiver,  so  far  as  I  now  know,  or  as  I 
knew. 

Q.  Let  me  call  your  attention  to  the  minutes A.  I  would 

like  to  make  an  explanation  about  that  judgment  ;  at  the  time 
when  we  became  the  counsel  of  the  Erie  Company,  a  suit  was 
already  in  existence,  and  had  been  pending  some  years  against 
the  Erie  Company  in  which  Mr.  McHenry  was  plaintiff,  for  the 
recovery  of  damages  for  the  non-delivery,  I  think,  of  certain 
freight,  years  before ;  I  informed  Mr.  Watson,  who  was  then 
President  of  the  road,  that  we  could  not  act  in  that  matter  for 
the  Erie  Company,  and  after  taking  advice,  he  employed  Mr. 
John  E.  Parsons,  as  counsel  for  the  Erie ;  the  suit  was 
litigated,  and  was  tried  before  Judge  Mitchell,  as  Referee,  and 
.a  judgment  awarded  by  him  of  some  $70,000,  against  the  Erie 
Company  ;  Mr.  "Watson  then  advised  with  Mr.  Parsons  as  to 
whether  that  judgment  could  be  reversed  on  an  appeal,  and 
was  advised  that  it  could  not  be,  and  I  think  Mr.  Jewett  also 
was  advised  by  Mr.  Parsons  to  the  same  effect ;  in  that  matter, 
we  did  not  in  any  manner  represent  the  Erie  Company. 

Q.  Do  you  remember  the  date  when  the  Erie  Railway  Com- 
pany passed  into  the  hands  of  a  Receiver  ?     A.  No,  sir. 

Q.  May  26th,  1875  ?    A.  I  think  that  is  it. 

Q.  It  appears  by  the  minutes  of  the  meeting  of  the  Erie 
Railway  Company  of  May  13th,  that  Mr.  Stebbins,  on  behalf  of 
the  Finance  Committee,  reported  the  substance  of  a  proposi- 
tion addressed  to  the  officers  of  the  company  by  Mr.  McHenry 
through  his  counsel,  Messrs.  Gray  &  Davenport,  to  the  following 
effect:  "That  in  1874,  Mr.  McHenry  had  recovered  a  judg- 
"  ment  against  the  company  for  $7 J, 025.28  ;  that  of  this 
"  amount  the  sum  of  $18,032.29,  was  due  to  Mr.  Barlow, 
"  who  had  commenced  an  action  as  his  counsel ;  that 
"  the  further  amount  of  $25,000,  had  been  advanced  as 
"  a  loan  to  Mr.  McHenry  by  Mr.  Barlow,  and  that  Mr. 
"  McHenry  desired  that  the  sum  so  advanced,  together 
"  with  the  costs,  be  paid  to  Mr.  Barlow;"  then  they  proceed  to 
say  that  "  they  were  satisfied  from  the  receipts  produced  that 
"  the  advance  so  stated  had  actually  been  made  by  Mr.  Barlow 
"  and  they  therefore  report  that  in  their  judgment,  the  matter 
"should  be  re-committed  to  the  President  with  the  recom- 
"  mendation  and  authority  of  the  board  to  adjust  and  settle 
"  the  same  in  the  manner  proposed  by  Mr.  McHenry's 
"  counsel  ?"    A.  I  remember  that. 
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Q.  You  were  present  at  that  meeting,  were  you  not  ?  A 
Yes,  sir. 

Q.  Now,  let  me  draw  your  attention  to  the  fact  that  on  the 
25th  of  May,  at  a  special  meeting,  the  President  informed  the 
Board  that  the  Delaware,  Lackawanna  <St  Western  and  the 
Delaware  &  Hudson  Companies  had  declined  to  make  the 
loans  they  had  agreed  to  make  ?     A.  Yes. 

Q.  "We  have  in  evidence  the  fact  that  in  consequence  of  these 
companies  refusing  to  make  such  loans  that  there  was  nothing 
left  but  a  receivership  ?     A.  Yes. 

Q.  And  that  on  June  10th,  at  a  regular  meeting,  fifteen  days 
after  the  receivership,  the  President  stated  to  the  Board  that 
a  settlement  with  Mr.  Barlow  had  been  made,  as  authorized 
at  the  meeting  of  May  13th ;  so  you  must  be  mistaken,  are  you 
not,  that  at  the  time  that  this  settlement  was  made  there  was 
no  more  thought  of  appointing  a  Receiver  of  the  Erie  Railway 
than  there  was  of  appointing  a  Receiver  of  the  New  York  Cen- 
tral?    A.  No. 

Q.  If  not  mistaken,  how  do  you  explain  the  fact  that  be- 
tween May  lHth  and  June  10th  this  settlement  nas  effected 
with  you,  and  that  between  those  same  dates,  in  a  period  less 
than  a  month,  a  receiver  of  the  road  was  appointed  ?  A.  The 
authority  to  make  the  settlement  with  me  was  apparently 
made  on  the  13th  of  May  ;  my  recollection  is  that  it  was  con- 
summated on  the  same  day  or  the  next,  probably  on  the  same 
day  ;  and  I  repeat  that  at  that  time  there  was  no  more  idea  of 
the  Erie  Company  going  into  the  hands  of  a  Receiver  than 
there  is  of  a  Receiver  being  appointed  of  the  New  York  Cen- 
tral to-day  ;  arrangements  had  then  been  practically,  as  we 
supposed,  consummated  for  an  advance  by  the  Delaware  & 
Hudson  and  the  Delaware  &  Lackawanna  roads  for  all  the 
money  necessary  to  pay  the  interest  in  London,  which  was 
the  immediately  pressing  obligation  of  the  company ;  notice 
had  been  sent  by  Mr.  Jewett,  by  authority  of  the  Board,  to  the 
London  agent  that  the  interest  would  be  paid  ;  I  think  it  was 
due  on  the  first  of  June,  according  to  my  recollection,  and  at  a 
subsequent  date,  on  the  26th  or  25th,  Mr.  Jewett  was  com- 
pelled to  report  to  the  Board  that  the  Delaware  &  Hudson 
and  the  Delaware  &  Lackawanna  roads  had  declined  to  make 
these  advances  ;  then  for  the  first  time— that  very  day  or  the 
day  before,  for  the  first  time  did  I  ever  hear  it  suggested  that 
a  Receiver  might  in  any  event  become  necessary. 
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Q.  Was  not,  at  that  time,  the  Angell  suit  pending,  and  had 
been  pending  for  a  considerable  period  of  time,  in  which 
Messrs.  Barrett  <fe  Hill,  or  rather  Hill  &  Eedfield,  represented 
the  Attorney-General  ?    A.  Oh,  no. 

Q.  Was  not  the  Attorney-General's  suit  pending  at  that 
time  ?     A.  Yes,  it  was  commenced  in  October,  1874. 

Mr.  Shipman — I  think  the  Attorney-General  had  charge  of 
the  Angell  suit. 

The  Witness — That  was  a  mere  raiding  suit,  as  we  supposed, 
got  up  for  the  purpose  of  blackmail,  and  not  considered  of  any 
consequence  whatever  by  anybody. 

Q.  Wasn't  it  in  the  Attorney-General's  suit?  A.  There 
were  two  ;  you  are  confounding  them  ;  one  the  Attorney-Gen- 
eral's suit,  and  the  other  the  Angell  suit. 

Q.  Wasn't  there  one  Attorney- General's  suit  pending  long 
before  that  time,  in  which  application  was  made  for  a  revoca- 
tion of  the  charter  of  the  Erie  Railway  Company  and  the  ap- 
pointment of  a  Receiver  of  its  effects  ?  A.  Yes — my  recollec- 
tion is  that  the  Angell  suit  was  not  for  that ;  I  don't  think 
the  Attorney-General  had  anything  to  do  with  the  Angell  suit 
at  that  time. 

Q.  Wasn't  there,  then,  an  action  pending  in  the  name  of  the 
People  of  the  State  of  New  York  against  the  Erie  Railway 
Company,  in  which  the  remedy  sought  and  the  prayer  for  relief 
asked  the  appointment  of  a  Receiver  ?  A.  Yes,  commenced  in 
October,  1874. 

Q.  Pray  explain  how  it  came  that  on  the  27th  of  May  a  Re- 
ceiver in  an  action  was  appointed  ?  A.  I  don't  think  it  requires 
any  explanation,  beyond  the  fact  that  in  the  pending  suit  a 
Receiver  was  appointed. 

Q.  Who  commenced  that  suit?     A.  The  Attorney-General. 

Q.  At  whose  instance  ?  A.  Of  his  own  motion,  I  suppose  ; 
if  you  desire  to  know  what  I  remember  about  that  I  will  give 
it  to  you :  some  time  in  May,  I  can't  tell  when,  but  in  the 
early  part  of  May,  I  happened  to  be  at  the  Erie  office,  in  Mr. 
Jewett's  room,  and  found  there,  and  was  introduced  to,  a  gen- 
tleman who  he  told  me  was  the  representative  of  the  Attorney- 
General. 

Q.  Was  it  Mr.  Wilbur  M.  Brown  ?  A.  I  don't  remember 
his  name — I  think  it  was  Mr.  Brown  ;  Mr.  Jewett  told  me  that 
Mr.  Brown  had  come  down  at  the  instance  of  some  Wall  street 


Haiders  to  file  a  bill  against  the  company,  and  to  ask  for  the  ap- 
pointment of  a  Receiver  ;  that  he  had  been  sent  by  the  Attorney- 
General  to  ascertain  the  facts ;  I  thereupon  joined  in  a  conversa- 
tion with  Mr.  Brown,  and  explained  to  him,  as  did  Mr.  Jewett  also, 
that  there  was  no  occasion  whatever  for  the  appointment  of  a 
Receiver ;  that  the  affairs  of  the  company  were  in  perfect  order, 
as  we  believed,  and  that  we  expected  to  pay  our  interest  on  the 
1st  of  June  ;  that  we  had  arranged  for  all  the  money  that  was 
necessary  to  carry  the  road  throngh  ;  and  that  the  whole  thing 
was  a  mere  Wall  street  raid,  got  up  in  the  interest  of  those 
who  were  seeking  to  depreciate  our  stock  and  securities.  The 
result  of  a  few  minutes'  conversation  with  this  gentleman  was, 
that  he  said  he  wonld  retnrn  to  the  Attorney-General,  he 
would  not  file  his  bill — that  he  would  take  no  proceedings, 
no  measures  whatever,  without  advising  Mr.  Jewett ;  and  my  re- 
collection is  that  there  was  no  new  bill  filed  until  after  the  25th 
of  May,  of  about  that  time;  I  have  not  looked  at  the  register, 
and  I  do  not  remember — I  am  testifying  from  recollection. 

Q.  Then,  the  bill  that  was  filed,  was  filed  in  friendly  co- 
operation with  your  own  office,  was  it  not  ?  A.  Mr.  Jewett  in 
accordance  with  this  understanding  or  we — I  don't  know  who 
gave  the  notice — told  the  Attorney-General  about  the  25th, 
that  much  to  our  surprise,  and  contrary  to  our  expectations, 
a  Receiver  of  the  road  was  necessary,  and  that  we  feared  a  Re- 
ceiver might  be  appointed  in  one  of  the  black-mailing  suits 
that  were  then  pending  in  New  York,  of  which  there  were  a 
host  pending  and  threatened,  and  in  which  if  the  Receiver  was 
to  be  thus  appointed  the  road  would  go  to  the  devil,  and  we 
thought  in  the  interest  of  the  Company,  its  stockholders,  the 
creditors,  and  the  State,  that  the  Attorney-General  should  file 
a  bill,  and  that  if  a  Receiver  became  necessary  he  should  be 
appointed  in  such  a  suit  and  not  in  one  of  those  black-mailing 
Wall  street  broker's  suits,  and  upon  that  notice  —which  I  am 
confident  was  given,  but ,  by  whom,  whether  directly  by  our 
our  office,  or  by  Mr.  Jewett,  I  do  not  know — the  Attorney- 
General's  bill  was  filed  or  amended,  and  I  should  think  it  was 
filed  about  the  25th,  and  that  a  Receiver  was  appointed,  on  the 
morning  of  the  26th  or  27th. 

Q.  Without  any  opposition  ?  A.  With  the  assent  of  the 
Company. 

Q.  With  the  assent  of  the  Company,  and  with  the  assent  of 
its  counsel  ?    Yes,  sir. 


Q.  Let  me  try  and  refresh,  your  recollection  ;  was  not  that 
in  the  same  proceeding  which  you  see  fit  to  designate  as  a 
broker's  raiding  proceeding  that  that  Eeceiver  was  appointed, 
and  wasn't  there  an  amended  complaint  which  resulted  in  the 
appointment  of  Mr.  Jewett,  and  which  set  lorth  that  Mr. 
Jewett  was  the  proper  officer  to  appoint,  in  place  of  the  orig- 
inal complaint  which  set  forth  all  sorts  of  charges  against  Mr. 
Jewett?  A.  I  think  when  the  notice  was  given  to  the 
Attorney- General,  he  or  his  substitute  came  to  New  York, 
and  his  original  bill  as  prepared  and  as  filed  was  amended, 
and  upon  that  new  and  amended  bill  Mr.  Jewett  was  appointed. 

Q.  Mr.  Brown  was  paid  by  the  Erie  Eailway  Company  for 
his  action  ?    A.  I  don't  know. 

Q.  That  you  don't  know  anything  about  ?  A.  There  was  no 
reason  why  he  should  not  have  been  paid. 

Q.  You  continued  to  represent  the  interests  of  Mr.  Mc- 
Henry  until,  you  say,  1876  ?     A.  1875  or  1876,  I  should  think. 

Mr.  Shipman — I  don't  know  when  that  letter  was  written  to 
Mr.  McHenry ;  I  am  not  sure  but  that  it  was  in  1874  ;  your 
recollection  may  be  better  than  mine. 

The  Witness — It  cannot  be  of  any  consequence. 

Mr.  Shipman — He  was  ordered  to  take  his  papers  out  of  oui 
office. 

Q.  When  was  it  that  you  first  came  to  the  conclusion  that 
Mr.  McHenry's  interests  were  of  a  sinister  character?  A. 
When  he  sought  to  charge  the  Erie  Company  with  the  cost  of 
the  Cleveland  &  Columbus  stock  which  I  bought  for  him. 

Q.  The  Cleveland,  Columbus  &  Indianapolis  stock?  A. 
Yes,  sir. 

Q.  That  is  the  stock,  is  it  not,  on  which  the  Erie  Eailway 
advanced  to  you  some  $465,000  in  1874 ?  A.  Yes;  the  advance 
was  on  a  part  of  that  stock — the  same  stock. 

Q.  It  was  the  same  block  of  stock  ?  A.  No ;  it  was  a  part 
of  the  stock  which  I  had  purchased  for  McHenry. 

Q.  Part  of  the  same  block  of  stock  ?     A.  Part  of  it. 

Q.  And  your  purchases  amounted  to  almost  $7,000,000, 
didn't  they  ?    A.  Nearly  seven  millions. 

Q.  You  were  then  a  director  of  the  Erie  Eailway  Company  ? 
A.  Yes. 

Q.  The  Erie  Eailway  Company  was  then  suffering,  wasn't 
it,  for  want  of  money  for  necessary  rolling  stock  and  necessary 
equipment,  in  1874  ?    A.  It  was  not  suffering  especially. 
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Q.  Let  me  direct  your  attention  to  the  circular  that  accom- 
panied      A.  It  had  no  more  money  than  it  needed — if  that 

is  what  you  want ;  it  needed  more  money  than  it  had. 

Q.  Was  not  the  Second  Consolidated  Mortgage  issued  osten- 
sibly with  a  view  of  giving  it  additional  rolling  stock  and  ad- 
ditional facilities  of  which  it  had  absolute  need  ?     A.  Yes. 

Q.  At  that  time,  and  that  road  in  that  condition,  how  do 
you  explain  the  fact  that  that  road  advanced  four  hundred 
and  seventy  odd  thousand  dollars  to  you  on  stock  ?  A.  Very 
easily. 

Q.  The  fact  appears  upon  the  record ;  I  want  to  give  you 
an  opportunity  to  explain  it  ?  A.  Mr.  McHenry  had  bought, 
through  me,  nearly  $7,000,001)  in  all,  I  think,  of  the  Cleveland 
and  Columbus  stock  ;  a  large  part  of  that  stock,  nearly  $6,000,- 
000  of  it,  he  carried  himself  by  money  which  he  had  borrowed 
in  London  and  elsewhere  ;  by  arrangements  already  in  exist- 
ence, at  that  time,  the  proxies  upon  all  the  stock  held  in  Lon- 
don that  had  been  placed,  were  given  to  the  Erie  Company  for  a 
long  period  ;  but  it  was  esteemed  of  great  consequence  to  the 
Erie  Road  that  the  control  of  the  Cleveland  &  Columbus  Road 
should  be  held  by  the  Erie,  because  it  gave  a  control  over  a 
very  large  amount  of  business,  which  might  or  might  not  come 
to  the  Erie  Company ;  the  aggregate  business,  I  think,  being 
some  18,000,000  per  annum  ;  that  is  my  recollection ;  in  order 
to  continue  the  control  of  this  road  in  the  hands  of  Mr.  McHenry, 
another  $1,000,000  had  been  bought  of  this  stock  in  New  York 
at  a  cost  of  92  about ;  I  had  carried  that  stock  for  Mr.  Mc- 
Henry eighteen  months ;  he  had  paid  part  of  this  debt  until  it 
was  reduced  to  a  cost  of  54,  if  I  remember ;  I  was  urging  him  to 
pay  this  money;  the  brokers  from  whom  I  borrowed  the 
money — the  54  per  cent. — were  urging  me  to  pay  it  very 
strongly  and  earnestly,  and  threatened  to  sell  it,  which  would 
have  resulted  in  the  scattering  of  that  portion  of  the  stock  of 
this  road  necessary  to  continue  the  control  in  the  hands  of 
McHenry,  or  of  the  Erie  Company  ;  I  thought  it  very  import- 
ant that  the  control  should  remain,  if  possible,  in  the  hands  of 
the  Erie  Company,  and  very  important  for  Mr.  McHenry's 
interest  also;  he  finally  cabled  me  that  if  I  would  borrow 
the  money  necessary  from  the  Erie  Company,  that  Mr. 
Gray,  who  was  then  in  London,  advised  him  that  he  should  re- 
mit enough  to  the  Erie  Company  to  enable  them  to  make  a  loan 
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without  difficulty,  and  that  he  would  repay  it  the  following 
Wednesday — repay  the  amount  advanced — and  thereupon.upon 
application  to  the  Finance  Committee,  and  afterwards  to  the 
Board,  it  advanced  54  per  cent,  on  11,013  shares  of  the  Cleveland 
&  Columbus  stock — being  less  than  its  market  value,  and 
being  substantially  the  same  sum,  more  or  less  (I  think  less), 
than  they  could  have  obtained  if  they  had  sold  the  stock  the 
next  day  ;  they  advanced  it  on  demand,  without  any  agreement 
to  hold  it  or  carry  it  at  all,  and  on  Mr.  McHenry's  agreement, 
as  I  say,  to  refund  to  the  company  on  the  following  Wednesday. 

Q.  Which  he  failed  to  do  ?  A.  Which  he  failed  to  do ;  and 
if  it  had  not  been  that  it  was  still  very  important  that  the  Erie 
Company  should  obtain  the  proxies  on  that  stock — in  view  of  the 
fact  that  these  proxies,  with  those  that  the  Erie  Company  then 
had,  gave  the  control  of  the  company  for  many  years  to  come, 
the  stock  might  have  been  sold  on  the  Thursday  following  his 
failure  to  pay  on  the  Wednesday. 

Q.  Isn't  it  a  fact,  and  didn't  you  so  testify,  that  that  was  a 
stock  of  which  large  blocks  could  not  be  sold  without  very 
largely  breaking  the  market?     A.  Large  blocks? 

Q.  Yes  ?  A.  It  was  not  a  stock  sold,  as  the  Erie  is,  the  whole 
capitalt  wice  in  a  day,  but  it  was  a  stock  in  which  you  could  sell 
three  or  four  thousand  shares  a  day  without  any  trouble  ;  there 
have  been  a  great  many  more  than  that  sold  in  a  day  within 
the  last  few  months,  and  it  was  a  stock  on  which  the  Erie 
Company  could  have  gone  on  the  street  and  borrowed  within 
ten  per  cent,  or  thereabouts  of  the  amount  they  advanced  to 
McHenry. 

Q.  Then,  why  were  the  men  who  were  carrying  it  so  anxious 
of  getting  rid  of  part  of  it?  A.  Because  they  had  carried  it 
eighteen  months  and  were  to  give  up  business,  and  the  firm 
was  to  be  dissolved  on  the  first  of  the  month  following. 

Q.  You  with  your  credit,  and  McHenry  with  his  then  credit, 
could  without  any  difficulty  have  got  the  stock  carried  ?  A.  I 
don't  know  whether  we  could  or  not;  I  had  carried  it  eighteen 
months. 

Q.  If,  as  a  fact,  any  bankers  or  brokers  had  had  capital  to 
dispose  of  to  carry  that  stock,  why  was  it  necessary  for  the 
Erie  Railway  Company  to  go  out  of  its  way  to  carry  it  for  him? 
A.  It  was  not  necessary  for  the  Erie  Railway  Company,  but 
there  was  no  reason  why  I  should  carry  it  for  the  benefit  of 
the  Erie  Railway  Company. 
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Q.  Was  not  the  interest  really  the  interest  of  the  Atlantic  &■ 
Great  Western,  and  the  0.  ,0.  C.  &  Is  -control?  A.  Mr.  Mc- 
Henry  owned  the  stock,  and  it  was  primarily  in  the  interest  of 
the  Atlantic  &  Great  Western. 

1  Q.  Isn't  the  C.  C.  C.  &  I.  a  connection  of  the  Atlantic  & 
Great  Western,  and  not,  at  once,  with  the  Erie  ;  I  mean  a 
direct  connection  ?  A.  Of  course,  the  Atlantic  &  Great  West- 
ern intervenes  between  the  C.  C.  C.  &  I.  and  the  Erie. 

Q.  And  therefore  the  stock  was  really  all  in  the  interest  of 
the  Atlantic  &  Great  Western  Railroad  ?  A.  Originally,  yes.; 
it  practically  gave  the  control  of  the  Atlantic  &  Great  Western 
and  the  C.  C.  C.  &  I.  to  the]Erie. 

Q.  You  have  already  testified  that  Mr.  McHenry]  had  no 
holding  in  the  Erie  Railway  Company  personally  ?  A.  I  don't 
know,  at  that  time. 

Q.  You  don't  know  of  any  holding  that  he  had  ?  A.  I  don't 
know  anything  about  it. 

Q.  He  was  a  large  owner,  wasn't  he, .  perhaps  the  largest 
owner,  both  in  his  personal  capacity  and  as  a  representative 
of  other  interests — of  the  Atlantic  &  Great  Western  Railroad 
during  the  whole  of  that  period  ?     A.  I  believe  so. 

Q.  He  is  a  man  of  ordinary  business  shrewdness,  at  least, 
isn't  he  ?      A.  More  than  ordinary. 

Q.  Why_should  he  have  been  anxious  to  have  surrendered 
the  control  of  his  own  road  and  another  road  that  he  was  con- 
trolling, to  the  Erie  Railway,  unless  he  had  some  interest  to 
have  that  control  pass  in  that  way  ?  A.  He  was  anxious  be  ■ 
cause  thereb}'  he  was  able  to  pay  for  the  stock  ;  that  was  what 
he  hoped  to  do ;  the  stock  that  had  been  placed  in  London 
had  boen  placed  as  against  the  bonds  of  the  Atlantic  &  Great 
Western  Road,  guaranteed  by  the  Erie  Company  as  to  its 
interest,  and  as  a  condition  for  the  guarantee,  the  Eriejinsisted 
that  the  Cleveland  &  Columbus  shares  be  put  in  the  hauds-of 
Trustees  as  collateral — that  the  voting  power  of  those  Bshares 
should  be  given  to  the  Erie  Company,  so  that  that  was  a  guar- 
antee of  the  bonds,  and  under  the  arrangements  that  were  then 
proposed  by  the  lease  the  Erie  Company  would  have  had  per- 
petual control  of  the  Cleveland  &  Columbus  direction. 

Q.  And,  during  the  whole  of  that  time,  isn't  it  true  that  the 
voting  power  of  the  Erie  Company  was  also,  by  the^prosy 
system,  jn  the  hands'of  Mr.  McHenry?     A.  No. 
10 
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Q.  When  I  speak  of  the  voting  power  I  don't  mean  every 
share  ;  substantially  the  power  to,  create  or  unmake  boards  of 
directors  ?  A.  Mr.  McHenry  did  get  the  proxies  in  London 
at  one  time,  and  the  committee  that  I  have  named  to  you  got 
them  at  other  times ;  I  think  Bischoff'sheim  &  Goldschmidt 
controlled  as  many  proxies  as  Mr.  McHenry. 

Q.  Were  they  not  all  placed  in  Mr.  McHenry's  hands?  A. 
No,  I  think  not ;  the  Brie  Company  had  an  office  there  ;  I 
don't  know  that  Mr.  McHenry  ever  saw  them  or  had  anything 
to  do  with  them ;  Mr.  McHenry  was  always  very  zealous  in 
trying  to  procure  proxies  for  each  successive  election  before 
lb,72. 

Q.  You  held  Mr.  McHenry's  proxies  ?  A.  I  held  all  the 
European  proxies. 

Q.  What  proportion  did  the  McHenry  proxies  bear  to  the 
whole  of  the  voting  stock  of  the  company  in  1875?  A.  I  have 
no  idea  ;  in  1875 — I  should  think  small. 

Q.  You  testified  "  In  your  examination  yesterday  you  spoke 
"  of  certain  proxies ;  them  that  you  voted  upon  in  1873,  I 
"  understood  yon  to  say  were  all  proxies  sent  by  Mr.  Mc- 
"  Henry  from  London  ?  A.  Mr.  McHenry,  and,  probably, 
"  Bischoff'sheim,  but  it  was  all  through  Mr.  McHenry's  influ- 
"  ence."  Then  it  is  true  that  Mr.  McHenry  controlled,  didn'i  he, 
the  Bischoffsheim  proxies?  A.  I  don't  know  precisely  what 
you  are  getting  at ;  all  the  proxies  that  were  sent  from  the 
other  side  from  1872  to  1875,  inclusive,  came  with  the  assent 
of  Mr.  McHenry  under  plans  that  he  organized,  in  a  great 
degree,  and  many  of  them  were  obtained  directly  through 
his  influence ;  a  very  large  portion  of  them  were  obtained 
through  Bischoffsheim  &  Goldschmidt ;  a  very  large  portion 
through  the  so-called  London  Committee,  that  was  acting  in 
friendly  conjunction  with  McHenry,  and  a  very  large  portion 
were  obtained  by  outside  people,  who  sent  them  directly  to 
the  agent  of  the  Erie  Company ;  I  have  no  doubt  that  Mr. 
McHenry's  influence  controlled  a  very  large  number  of  the 
proxies  for  those  two  or  three  years. 

Q.  Let  ine  draw  your  attention  to  a  letter  of  September  18, 
1874,  that  you  wrote  to'Mr.  Stebbins?    A.  I,  remember  it. 
Q.  Do  you  identify  that  as  yours?    A.  I  think  so. 
Q.  Let  me  in  this  connection,  draw  your  attention  also   to 
the  fact  that  you  testified :    "  Then  you  wished  to  be  under- 
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"  stood,  do  you,  that  this  Finance  Committee  of  the  Erie  Eail- 
"  way  Company,  used  five  hundred  and  odd  thousand  dollars  of 
"  the  money  of  the  Erie  Railway  because  one  of  the  members  of 
"  the  Finance  Committee  was  a  friend  of  Mr.  McHenry's  ?  A. 
"  Yes,  that  is  one  reason ;  he  loaned  it  on  very  good  security; 
"  stock  was  then  selling  at  64,  and  they  loaned  it  at  about  50." 
That  answer  you  wish  to  have  taken  as  your  answer  in  this 
matter?  A.  I  don't  care  whether  it  is  taken  or  not;  it  is 
of  no  consequence  ;  what  I  meant  to  say  about  that  evidently 
was  that  very  likely  the  fact  that  Mr.  McHenry  was  favorably 
personally  known  to  that  Committee  had  some  influence  in  in- 
ducing them  to  make  the  loan,  just  as  a  similar  acquaintance 
with  a  banker  would  probably  induce  him  to  make  a  loan, 
when,  if  he  had  no  acquaintance  he  might  not  have  made  it ; 
the  loan  was  made  upon  ample  security,  worth  about  ten  per 
cent,  more  than  the  amount  advanced  in  cash.at  the  time ;  but  if 
the  Committee  please — I  don't  know  what  this  examination 
has  to  do  with  the  railroad  investigation  which  you  are  en- 
gaged in  ;  this  is  simply,  and  entirely,  and  absolutely  a  rehash 
of  the  fight  between  James  McHenry  on  the  one  hand,  and 
the  Erie  Railway  Company  on  the  other,  that  has  been  liti- 
gated in  every  conceivable  form  for  two  or  three  years,  and 
finally  settled  by  a  judgment  against  McHenry  in  London,  be- 
fore the  Master  of  the  Rolls,  and  there  is  not  a  question — has 
not  been  a  question  put  here,  so  far  as  I  understand  their  pur- 
port and  object,  that  has  any  reference  whatever  to  the  subject 
you  are  seeking  to  inquire  about  here,  or  of  any  interest  to 
anybody  except  some  paid  counsel  of  Mr.  McHenry. 

Q.  I  am  very  sorry  that  you  are  not  informed,  as  you  cer- 
tainly should  be,  as  counsel  for  ojue  of  the  leading  railways  of 
this  State,  what  the  object  of  the  sessions  of  this  Committee 
is.  The  Committee  are  empowered  to  examine  into  the  ad- 
ministration of  the  railway  system  of  our  State,  both  in  its 
financial  administration  as  well  as  its  freight  departments  ;  and 
therefore  there  is  no  such  limit  to  the  subject  matter  of  the 
inquiry,  as  you  seem  to  have  in  mind,  and  that  is  wholly  and 
simply  limited  to  freight  matters  ?  A.  I  don't  see  the  bearing 
of  your  question  ;  I  don't  say  the  Committee  is  limited  to 
freight  matters. 

Q.  Its  bearing  the  Committee  will,  of  course,  determine  for 
itself,  and  it  is  not  necessary  to  be  discussed  between  us?     A. 
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I  repeat,  as  I  understand  the  matter,  that  every  conceivable 
question  that  can  be  put  to  me  on  the  subject  of  McHenry's 
advances,  I  have  answered  in  a  printed  record,  which  the  gen- 
tleman has  before  him  in  a  suit  pending  in  England ;  and 
I  repeat,  further,  that  there  is  not  a  question  that  I  have 
answered  in  that  case,  or  that  my  friend  is  now  putting  to  me, 
that  has  any  relation  whatever  to  the  subject  matter  that  this 
Committee  is  engaged  in  investigating ;  I  won't  say  they  have 
not  the  power  to  ask  the  questions,  but  it  is  of  no  consequence, 
and  it  is  only  a  waste  of  time  of  the  witness  and  of  the  Com- 
mittee ;  and  I  further  and  finally  repeat  that  all  this  style  of 
examination  and  everything  connected  with  this  McHenry 
matter,  is  prompted  by  somebody  who  is  the  paid  attorney  of 
McHenry,  and  who  is  not  the  counsel  of  the  people  or  of  any 
authorized  body,  to  examine  witnesses  here. 

Q.  You  are  quite  misinformed  on  that  subject?  A.  I  am 
not. 

Q.  It  is  perfectly  natural  in  the  controversy  which  you  had 
with  your  former  client  that  you  should  have  crooked  ideas  on 
the  subject  ?  A.  I  have  had  no  controversy  with  my  former 
client ;  I  found  that  he  was  making  a  claim  against  the  Erie 
Company  which  1  could  not  assent  to,  which  was  not  true,  and 
I  asked  him  to  take  his  business  out  of  the  office  ;  1  have  since 
been  examined  as  a  witness  in  respect  to  the  whole  matter, 
and  jthe  Erie  Company  has  obtained  a  judgment  against  him 
for  nearly  two  millions  of  dollars. 

Q.  And  which  judgment,  I  suppose  is  worthless;  isn't  it? 
A.  I  don't  know  about  that. 

Q.  You  haven't  any  immediate  expectation  of  recovering  any 
sum  of  money  ?  A.  I  don't  know ;  it  may  be  worth  some- 
thing ;  I  don't  think  it  is  very  good. 

Q.  At  the  time  these  advances  were  made  wasn't  there  a 
claim  pending  of  the  Erie  Railway  Company  against  McHenry 
for  a  large  sum  of  money  that  the  Erie  Company  claimed  that 
it  had  advanced?    A.  I  think  not. 

Q.  When,  according  to  your  opinion,  did  the  Erie  Company 
first  discover  that  it  had  a  claim  against  McHenry  ?  A.  Not 
till  after  Mr.  Gray  returned  from  Europe. 

Q.  And  these  advances,  you  say,  were  made  during  Mr. 
Gray's  stay  in  Europe  ?    A.  Yes,  while  he  was  away. 

Q.  Was  not  Mr.  Gray  sent  with  a  specific-  letter  of  instruc- 
tion to  make  a  settlement  with  McHenry  ?    A.  Undoubtedly, 
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Q.  Then  wasn't  there  a  claim  pending  before  Mr.  Gray  ever 
put  foot  upon  steamer  to  go  there?  A.  I  don't  understand  you. 

Q.  Was  not  there  a  controversy  between  the  Erie  Bail  road 
Oornpay  and  Mr.  McHeury  belore  Mr.  Gray  was  sent  out 
there  ?  A.  When  Mr.  Watson  returned — it  is  necessary  that 
I  should  go  back  this  far  ;  I  don't  see  that  it  has  anything  to  do 
with  this  case  but  I  have  no  objection — when  Mr.  Watson  re- 
turned from  Europe,  the  Board  found  that  Mr.  McHeniy  had 
received  very  large  sums  in  Erie  bonds,  which  had  not  been 
sold,  but  upon  which  Mr.  McHenry  had  obtained  advances, 
which,  in  turn,  he  had  paid  over  to  Mr.  WatsOn,  or  upon  his 
order;  the  total  amount  of  those  advances,  the  number  of 
bonds  pledged,  with  whom,  and  all  that,  was  quite  in  confusion. 
Mr.  McHenry  claimed  indirectly — there  was  no  direct  claim 
made  by  him,  but  the  course  of  his  action  resulted  in  his  claim- 
ing that  he  had  paid  over  to  the  Erie  Company  all  the  money 
that  he  had  received,  and  yet  there  seemed  to  be  a  large  amount 
of  bonds  unaccounted  for,  the  surplus  upon  which  belonged  to 
the  Erie  Company,  and  a  totally  unsettled  account  between  Mr. 
McHenry  and  the  company  ;  so  far  as  I  know,  there  was  no 
scrap  of  an  account  rendered  by  Mr.  McHenry  to  the  Erie 
Company  up  to  that  time,  so  that  when  Mr.  Grey  went  abroad, 
among  other  things  which  he  was  directed  to  do,  and  for 
which  he  had  power  to  act  for  the  company,  was  to  obtain  a 
settlement  with  Mr.  McHenry  of  these  various  matters,  but  I 
repeat  that  at  the  time  that  these  advances  were  made  on  this 
stock — although  that  has  nothing  to  do  with  it — if  we  had 
known  that  McHenry  owed  the  money  there  would  have  been 
the  same  propriety  in  the  Erie  Company's  advancing  on  this 
Cleveland  &  Columbus  stock  as  there  was  when  we  did  not 
know  it ;  but  at  the  time  these  advances  were  made,  I  don't 
think  any  one  suspected  or  believed  that  Mr.  McHenry  owed 
the  Erie  Company  any  considerable  sum  of  money  ;  we  knew 
there  was  an  open  unsettled  account,  with  the  chances  in  favor 
of  his  being?a  debtor  to  the  company,  rather  than  the  reverse, 
but  for  very  long  afterwards  no  one  suspected  that  Mr.  McHenry 
had  couverted  to  his  own  use,  as  it  proved  afterwards  he  did, 
nearly  a  million  and  a  half  or  two  million  dollars,  the  proceeds 
of  these  bonds ;  and  at  the  time  when  this  advance  was  made 
by  the  Erie  Company  on  this  stock,  any  prudent  man,  in  my 
•  judgment,  any  prudent   director  or  officer   of  any  company 
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situated  as  the  Erie  Company  was,  would  have  taken  great 
pains  to  have  made  this  advance  so  as  to  retain  the  control  of 
the  stock,  which  rendered  the  other  six  millions  of  stock  or 
thereabouts,  which  they  had  proxies  upon,  useful,  and  without 
which,  if  this  stuck  was  scattered,  the  chances  were  that 
neither  Mr.  McHenry  nor  the  Erie  Company  would  retain  the 
control  of  the  Cleveland  &  Columbus  Eoad. 

Q.  How  had  they  control  of  the  six  millions  of  proxies  ?  A. 
They  had  control  not  of  six  millions  but — I  cannot  give  you 
the  figures  ;  I  think  it  is  $V<  00,000,  and  $1,500,000  or  $1,600,- 
000;  that  is  about  $4,500,000,1  should  think,  in  round  num- 
bers, they  had  the  control  of  by  positive  agreement  made  with 
Mr.  McHenry.  and  made  with  the  Atlantic  &  Great  Western 
Road. 

Q.  Those  proxies  were  in  your  hands  ?  A.  No  ;  in  the 
hands  of  the  Erie  Company. 

Q.  They  had  been  placed  with  the  Erie  Company  as  irrevoca- 
ble proxies;  is  that  it.  A.  As  irrevocable  pi  oxies  ;  and  assum- 
ing that  seven  millions  was  the  whole  of  the  McHenry  stock, 
my  recollection  is  that  nearly  five  had  already  been  placed 
in  the  hands  of  the  Erie  Company  by  irrevocable  proxies; 
there  was  a  million  or  more  in  London  of  stock  which  was  ex- 
pected to  follow  the  other  five  ;  that  is,  that  bonds  would  be 
issued  to  pay  for  it  (of  the  Atlantic  &  Great  Western  guaran- 
teed by  the  Erie),  and  the  proxies  would  come  back  to  the 
Erie ;  that  would  make  the  six  ;  the  million  held  here,  which 
was  about  to  be  scattered,  practically  gave  the  control  of  the 
Company  for  all  future  time,  and  if  the  McHenry  stock  was 
then  sold  and  scattered,  at  a  great  loss,  as  it  would  have  been  at 
that  time,  as  stock  was  then,  I  see  by  my  letter,  about  sixty  or 
thereabouts,  aDd  it  required  fifty-four  to  take  it  from  the  brok- 
ers— if  that  stock  had  been  scattered,  the  Erie  Company  would 
have  lost  practically  the  control  of  the  Cleveland  &  Columbus 
Road,  and  all  their  proxies  would  have  been  valueless. 

Q.  Can  you  explain  how  the  control  of  the  Cleveland  & 
Columbus  Road  was  of  any  use  to  the  Erie  ?  A.  No ;  I  don't 
think  that  is  necessary  ;  the  Committee  do  not  certainly  need 
any  testimony  on  a  point  so  plain  ;  with  the  control  of  230 
miles  of  absolute  road  owned  by  the  company,  and  200  more 
miles  leased  by  the  Cleveland  &  Columbus  Company,  doing  a 
business  of  eight  millions  to  and  from  New  York,  it  is  unneces- 
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saiy  for  me  to  testify  in  what  manner  that  control  was  useful 
to. the  Erie  Company. 

Q.  Had  they  a  lease  of  the  Cleveland,  Columbus  &  Indian- 
apolis Road?     A.  No. 

Q.  Had  they  working  arrangements  with  it?  A.  None 
whatever. 

Q.  And  yet  the  road  was  useful?  A.  The  Cleveland  & 
Columbus  Road  terminated  at  Cleveland  ;  the  officers  of  that 
company,  I  suppose,  if  they  saw  fit,  could  send  nine-tenths  of 
their  unconsigned  freight  or  99  per  cent,  by  the  New  York 
Central,  or  they  could  send  99  per  cent,  by  the  Erie  Road  if 
they  saw  fit.  ^ 

Q.  Do  you  remember  the  prospectus  which  accompanied  the 
issue  of  the  three  million  pounds  sterling  loan,  Second  Con- 
solidated Mortgage?  A.  I  don't  remember  it,  but  no  doubt  I 
have  seen  it. 

The  Chairman — Is  that  the  loan  negotiated  by  Mr.  Mc- 
Henry ? 

Mr.  Steene — Negotiated  by  Bischoffscheim,  McHenry  and 
the  London  Banking  Association. 

Q.  Do  you  know  that  accompanying  that  prospectus  there 
was  a  carefully  prepared  statement  of  the  purposes  for  which 
that  money  was  to  be  expended?  A.  No  ;  I  don't  know  any- 
thing about  it ;  that  wns  a  prospectus  got  up  in  London  by 
McHeury,  Bischoffslieim  and  Mr.  Watson,  I  suppose ;  I  sup- 
pose I  have  seen  it ;  I  don't  remember. 

Q.  Do  you  remember  ever  having  seen  this  proposed  appli- 
cation for  new  capital?  (handing  witness  a  paper.)  A.  I  don't 
remember ;  most  likely  I  have. 

Q.  Don'-t  you  know  that  the  whole  of  the  proceeds  of  that 
loan  never  were  used  for  any  such  purpose  at  all  ?  A.  I  don't 
know  anything  about  how  they  were  used. 

Q.  Don't  you  know  that  a  large  part  of  the  proceeds  of  that 
loan  were  used  for  the  payment  of  dividends  on  stock  ?  A.  I 
don't  know  anything  of  that  sort ;  I  don't  believe  it. 

Q.  Haven't  you  seen  Messrs.  Duncan,  Sherman  &  Co.'s  ac- 
count, showing  that  they  paid  out  of  the  proceeds  of  loans  re- 
mitted to  them  by  McHenry A.  I  never  have. 

Q.  Were  not  you  the  counsel  of  Duncan,  Sherman  &  Co.  ? 
A.  Yes  ;  I  did  not  supervise  their  books  of  account  nor  the 
accounts  they  rendered  to  their  customers. 
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Q.  Have  you  never  seen  an  account  which  shows  thai?  A 
Not  to  my  knowledge. 

Q.  You  were  a  director  of  the  company  at  the  time  when 
two  successive  dividends  were  declared  in  1874,  were  you  not? 
A.  Yes. 

Q.  That  was  during  the  Watson  administration  ?     A.  Yes. 

Q.  One  was  declared  just  before  Mr.  Watson  went  to 
Europe,  and  the  other  immediately  after  he  went  to  Europe  ? 
A.  Not  immediately  afterwards. 

Q.  During  the  time  that  he  was  in  Europe  ?  A.  My  recol- 
lection is  that  he  was  here  when  both  dividends  were  de- 
clared, but  I  may  be  wrong. 

Q.  There  was  then  pending  a  negotiation,  was  there  not,  for 
the  sale  of  second  mortgage  bonds  ?     A.  Yes. 

Q.  In  the  London  market  ?    A.  Yes. 

Q.  At  the  time  of  the  declaration  of  Ihose  dividends  ?  A. 
Yes. 

Q.  Wasn't  there  a  protest  on  the  part  of  some  of  the  di- 
rectors against  the  declaration  of  that  dividend  ?  A.  No ; 
one  or  two  of  the  directors  thought  it  was  an  unwise  declar- 
ation of  dividends,  and  there  was  a  good  deal  of  dis- 
cussion about  that,  both  here  and  abroad,  and  a  good 
deal  of  correspondence  ;  Bischoffscheim  &  Goldschmidt, 
who  were  the  bankers  of  the  company  who  proposed  to 
issue  this  loan,  and  Mr.  McHenry,  as  the  representative 
of  the  parties  on  the  other  side,  very  early  took  the  ground 
that  whatever  the  earnings  of  the  company  were,  actual  net 
earnings,  whether  they  were  one  per  cent,  per  annum  or  two 
or  whatever  they  might  be,  they  should  be  divided  among 
the  stockholders,  no  matter  how  small  the  dividend- might  be  ; 
that  there  should  be  a  semi-annual  dividend,  if  any  were 
earned,  at  all  times,  and  that  nothing  should  be  charged  as 
against  the  actual  earnings  of  the  road  that  was  properly 
chargeable  to  construction  ;  they  said,  in  substance,  "  We  will 
furnish  all  the  money — be  very  glad  to  furnish  this  company 
all  the  money  that  it  needs  for  its  double  track,  its  steel  rails, 
its  extensions  and  everything  else  which  is  properly  chargeable 
to  construction,  but  in  order  to  keep  up  the  credit  of  the  com- 
pany, and  let  the  parties  in  interest  know  that  they  are  getting 
something  from  their  propeity,  that  it  is  not  dead,  whatever 
dividend  is  actually  earned  must  be  declared,  and  ought  to  be 
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declared  as  a  matter  of  policy;"  the  majority  of  the  board 
agreed,  first,  that  that  was  wise  policy,  and  secondly,  thought 
that  the  argument  that  it  would  strengthen  the  credit  of  the 
company  very  much  in  the  sale  of  its  bonds,  was  a  wise  argu- 
ment, and  adopted  that  view,  and  at  the  time  when  the  last 
dividend  was  made,  which  was  a  small  one  (I  don't  remember 
the  amount),  one  or  more  of  the  directors,  I  recollect  only  one, 
objected  to  the  declaration  of  the  dividend  on  the  ground  that 
it  was,  in  the  first  place,  very  small,  not  enough  to  be  of  any 
practical  consequence,  and  secondly,  that  when  a  company 
was  borrowing  money  as  this  company  was,  largely,  that  he 
thought  it  was  bad  policy  at  the  same  time  to  pay  dividends ; 
that  objection  was  considered  and  discussed  in  the  light  of 
the  correspondence  that  we  had  with  our  agents  abroad,  and 
we  all  concluded — I  believe  the  vote  was  finally  unanimous  ;  I 
think  there  was  no  protest ;  I  am  speaking  from  recollection  ; 
the  declaration  of  the  dividend  was  made,  at  any  rate,  by  a 
majority  of  the  board. 

Q.  Did  not  Messrs.  Iselin  &  Babcock  both  strongly  object 
and  vote  no  at  all  times  ?  A.  I  won't  be  certain  ;  Mr.  Iselin 
was  the  man  I  had  in  view ;  I  don't  remember  any  one  else. 

By  the  Chairman  : 

Q.  Do  I  understand  that  if  the  expenses  of  ths  road,  at  the 
time  the  dividend  was  declared,  had  been  charged  against  the 
earnings  of  the  road,  that  there  would  not  have  been  any  divi- 
dend ?  A.  Of  course  not ;  the  road  was  then  laying  a  double 
track,  building  depots,  and  buying  steel  rails,  and  a  thousand 
other  things  that  were  amounting  to  millions  of  dollars  a  year  ; 
if  it  had  been  charged  to  current  earnings  there  would  not 
have  been  any  surplus ;  but  the  view  adopted  by  the  board, 
and  which  was  urged  by  both  the  bankers  and  stockholders' 
committee  in  London,  was  that  the  actual  net  earnings  of 
the  road  should  be  paid  out  semi-annually  to  the  stockhold- 
ers, and  that  all  new  work — not  in  the  reparation  necessary 
from  ordinary  wear  and  tear,  but  all  new  work  and  additions 
to  the  road  should  be  paid  for  by  new  capital. 

Q.  By  the  net  earnings,  you  mean  what  is  left  after  paying 
running  expenses  ?  A.  Running  expenses,  and  ordinary 
reparation  and  interest,  and  other  fixed  charges. 

11 
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By  Mr.  Sterne  : 

Q.  Did  you  make  any  inquiry  of  a  specific  character  as  to 
whether  that  dividend  was  earned?  A.  Very  earnest,  careful 
and  specific. 

By  Mr.  Shipman  : 

Q.  Who  of  ?  A.  Of  Mr.  "Watson,  the  President,  and  of  the 
Auditor. 

Mr.  Blanchard — Mr.  Barlow  talked  very  fully  with  ine 
about  it. 

By  Mr.  Sterne  : 

Q.  Who  was  the  Auditor  ?  A.  Mr.  Dunan  ;  in  view  ^of  the 
intended  negotiation  cf  the  second  mortgage,  'Mr.  McHenry 
either  wrote  or  eabled,  I  don't  remember  which,  that  it  was 
necessary  for  the  credit  of  the  company  that  there  should  be  a 
dividend,  I  think,  of  three  per  cent.,  which  was  quite  a  large 
dividend  ;  I  answered  him  that  the  dividend  was  entirely  in 
doubt  as  to  the  amount,  that  there  would  be  a  small  dividend, 
but  that  under  no  oircumstances  could  it  be  more  tha.n  the  ac- 
tual net  earnings  of  the  company ;  that  there  was  not  any 
human  power  that  would  induce  the  board,  or  its  officers,  to 
vote  for  a  greater  dividend  than'  was  actually  earned  ;  that 
there  might  be  a  very  small  one,  but  that  Mr.  Watson  appre- 
ciated the  argument  and  the  necessities  cf  the  position,  and 
would  make  the  dividend  just  as  large  as  the  accounts  would 
warrant ;  for  some  days  before  the  final  declaration  of  the 
dividend  Mr.  Watson  and  myself  were  in  constant  communica- 
tion with  the  Auditor,  as  to  the  amount  of  the  dividend,  and 
Mr.  Watson  was  engaged  with  him  on  the  accounts  ;  I  did  not 
examine  the  accounts ;  it  would  have  done  me  no  good  if  I 
had ;  I  am  not  much  of  an  accountant,  but  I  learned  from  Mr. 
Watson  the  results,  and  until  the  very  morning  of  the  divi- 
dend, after  the  board  had  met,  the  actual  amount  of  net  earn- 
ings applicable  to  the  payment  of  dividends  was  not  determind 
to  Mr.  Watson's  satisfaction.  The  account  was  closed  within 
half  an  hour,  I  think,  of  the  final  meeting  of  the  Board  of 
Directors  for  the  purpose  of  declaring  a  dividend,  and  I  then 
had  an  interview  with  Mr.  Dunan,  the  Auditor,  and  with  Mr. 
Watson  ;  and  when  Mr.  Iselin  objected  to  this  dividend,  and 
said,  first,  that  he  thought  it  was  so  small,  it  was  unwise  to 


358? 

lilake  it ;  and,  secondly,  that  it  was  unwise  to  make  a  dividend 
at  a  time  when  the  company  was  borrowing  money ;  I  went 
with  Mr.  Iselin  and  Mr.  "Watson  to  the  Auditor's  room,  and  Mr. 
Dunan  explained  to  Mr.  Iselin,  that  deducting  every  possible 
charge  against  the  net  earnings  and  without  any  account  being 
left  open  about  which  there  could  be  a  doubt,  the  amount  that  he 
reported,  was  to  the  credit  of  the  company  for  the  period,  as  net 
earnings  ;  and  I  afterwards  went  again  to  the  Auditor's  room 
the  same  morning  with  Mr.  Duncan,  who  knew  something  atout 
accounts,  and  Mr.  Duncan  wanted  to  have  Mr.  Dunan's  judg- 
ment and  statement,  and  Dunan  again  repeated  that  he  had 
gone  over  these  accounts  with  Mr.  Watson  for  weeks  and  that 
the  amount  reported  by  him  as  net  earnings  was  undoubtedly 
earned  beyond  all  possible  contingency  ;  and  it  was  upon  his 
report  and  statement  that  the  Board  acted. 

Q.  Don't  you  know,  as  a  matter  of  fact,  th'at  a  very  careful 
examination  of  the  books  was  made  by  London  accountants, 
and  that  they  came  to  the  conclusion  that  no  such  dividend 
had  ever  been  earned. 

The  Chaibman — At  what  time  ? 

Mr.  Sterne — After  the  dividend  had  been  declared. 

A.  I  don't  remember ;  I  know  they  made  a  report,  but  I 
don't  remember  what  it  was. 

Q.  Don't  you  remember  that  they  reported  that  no  such 
dividend  had  been  earned?     A.  I  think  I  do. 

Q.  And  that,  indeed,  no  dividends  were  earned  during  the 
Watson  administration?  A.  I  think  that  was  the  result  of 
their  report. 

Mr.  Shipman — No  ;  there  was  no  such  report. 

The  Witness — I  am  not  certain  ;  that  did  not  change  the. 
matter  at  all  ;  we  did  not  act  on  the  London  Committee's  re- 
port made  six  months  afterwards  ;  we  acted  on  the  report  of 
our  own  officers  at  the  time. 

Q.  You  acted  on  the  report  of  Mr.  Dunan  ?     A.  Yes,  sir. 

Mr.  Shipman — Don't  let's  have  any  confusion  about  that ; 
they  reported  that  the  dividend  on  the  preferred  stock  was 
earned,  if  I  am  not  very  much  mistaken. 

Mr.  Sterne — I  think  you  are  quite  mistaken. 

The  Witness — That  is  of  no  consequence  ;  the  worst  that 
can  be  said  is  that  acting  on  the  advice  and  report  of  the 
proper   officer  of  the   company,   with  due   care,  we   made   a 
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declaration  of  dividend  which  a  subsequent  committee,  or  the 
subsequent  facts  as  developed,  showed  to  be  an  erroneous  one  ; 
it  is  of  no  consequence  it  seems  to  me  to  any  one. 

By  the  Chairman  : 

Q.  Was  there  another  dividend  declared  afterwards  ?  A.  No, 
sir ;  this  was  the  last  one. 

By  Mr.  Sterne  : 

Q.  When  you  declared  a  dividend  of  IJ  per  cent,  upon  the 
common  stock,  it  was  a  condition  precedent,  wasn't  it  that  you 
should  declare  a  full  dividend  on  the  preferred  ?  A.  I  don't 
know  as  a  matter  of  law 

Q.  Didn't  you  as  a  matter  of  fact?    A.  I  believe  so. 

Q.  You  paid  3J  per  cent,  semi-annual  dividend  on  the  pre- 
ferred ?  A.  I  think  the  preferred  was  entitled  to  a  full  dividend 
at  the  rate  of  7  per  cent,  before  the  common. 

Q.  Before  they  could  get  any  ?    A.  I  think  so. 

Q.  Therefore  when  you  declared  a  dividend  of  1£  per  cent, 
on  that  stock  it  implied  that  you  paid  a  full  payment  of  3^  on 
the  preferred  ?    A.  Yes. 

Q.  Don't  you  know  as  a  matter  of  fact,  that  there  was  no 
monay  in  the  Treasury  of  j  the  Brie  Bailway  Company  out  of 
which  this  dividend  could  be  in  point  of  fact  paid,  but  that  it 
was  paid  by  Messrs.  Duncan,  Sherman  &  Co.,  out  of  the  pro- 
ceeds of  the  McHenry  remittances  ?  A.  I  don't  know  as  a 
matter  of  fact  anything  about  it ;  I  don't  think  it  is  of  any  con- 
sequence whether  the  company  had  money  in  London  (Or  else, 
where  from  the  sales  of  their  bonds  which  was  used  for  the  pay- 
ment of  that  dividend  the  earnings  of  the  road  having  in  the 
meantime  been  taken  for  construction,  whether  this  be  so  or 
not,  is  of  no  consequence. 

By  the  Chairman  : 

Q.  The  dividends  were  largely  paid  in  London?  A.  They 
were  largely  paid  in  London;  assuming  that  the  dividend  was 
earned  as  I  believed  then  it  was,  and  I  don't  know  now  that  it 
was  not,  it  made  no  sort  of  odds  whether  they  paid  it  out  of 
the  proceeds  of  the  bonds  in  London,  using  the  earnings  here 
to  pay  the  construction  accounts  of  the  company,  or  the  re- 
verse ;  it  made  no  sort  of  difference,  but  no  one,  I  atn  certain — 
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I  speak  for  myself  aud  my  associates,  because  it  was  a  matter1 
that  was  discussed  very  carefully  and  very  earnestly  at  the  time 
of  the  declaration  of  both  these  dividends;  I  say  I  am  certain 
that  there  was  no  member  of  the  Board  that  under  any  circum- 
stances would  have  been  induced'to  vote  for  a  penny  in  the  way 
of  dividends  that  he  did  not  believe,  and  which,  after  careful 
examination,  he  did  not  believe  had  been  earned  and  was 
divisible. 

By  Mr.  Sterne  : 

Q.  And  yet,  as  a  matter  of  fact,  within  one  year  thereafter 
the  company  was  in  the  hands  of  a  Beceiver?  A.  As  a  matter 
of  fact,  about  one  year  thereafter,  some  of  the  people  that  are 
represented  here  before  this  Committee,  absorbed  three  and  a 
half  millions  of  cash  belonging  to  the  company,  which  ought  to 
have  been  in  its  treasury,  and  was  supposed  to  be  there,  and 
we  had  a  right  to  suppose  it  would  be  there,  and  the  abstrac- 
tion of  that  three  and  a  half  millions  cash  forced  the  company 
into  bankruptcy. 

Q.  What  do  you  mean  by  some  of  the  people  represented 
before  this  Committee  ?  .A.  I  mean  that  Mr.  McHenry's 
counsel  have  from  the  beginning  to  the  end  indirectly  or 
directly  been  represented  before  this  Committee  in  furnishing 
facts. 

Q.  What  knowledge  have  you  upon  the  point  upon  which 
you  base  any  such  assertion  and  accusation  ;  I  want  you  to 
state  to  this  Committee  every  fact  that  you  know  upon  which 
you  make  that  assertion?  A.  I  see  one  of  the  counsel  of  Mr. 
McHenry  is  here  present  with  you,  advising  you,  as  I  under- 
derstand — Mr.  Fowler. 

Q.  Mr.  Fowler  states  that  he  never  was  counsel  for  Mr. 
McHenry  ?  A.  His  office  was  ;  I  think  he  will  not  state  that 
his  office  was  not. 

Mr.  Fowler — His  office  never  was  counsel  for  Mr.  McHenry. 

The  Witness — Then  put  it  in  another  way ;  he  was  the 
counsel  for  John  Smith  and  John  Doe,  and  was  paid  as  their 
counsel  by  Mr.  McHenry  to  act  for  him. 

Mr.  Fowler— No. 

The  Witness — Well,  I  have  got  the  accounts  that  will  show 
it,  I  think.     • 

Mr.  Fowler — Tou  produce  them  ;  moreover,  Mr.  Barlow,  I 
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don't  represent  Mr.  McHenry  in  any  matter  now  before  this 
Committee,  nor  have  I  suggested  any  of  the  questions  that 
have  been  asked  you,  and  I  have  advised  Mr.  Sterne  that  any 
questions,  the  answer  of  which  would  in  any  way  be  of  any 
advantage  to  Mr.  McHenry,  that  it  would  be  better  that  you- 
should  not  answer  them  ;  I  don't  care  anything  about  this  ex- 
amination one  way  or  another ;  there  is  nothing  that  can 
benefit  me,  and  I  don't  think  there  is  anything  in  it  that  can 
benefit  Mr.  McHenry. 

The  Witness — WheD  you  are  taking  such  pains  for  the  bene- 
fit of  Mr.  McHenry,  is  it  as  a  general  friend,  or  as  a  retained 
counsel? 

Mr.  Fowler — I  am  not  a  retained  counsel  of  Mr.  McHenry  > 
neither  am  I  a  friend. 

The  Witness — Why  are  you  so  anxious  to  benefit  Mr. 
McHenry  ? 

Mr.  Fowleb — I  am  not  anxious  to  benefit  him. 
The  Witness — The  Committee  will  undsrstand  that  all  this 
McHenry  matter  has  nothing  to  do  with  this  Committee  ;  they 
will  only  find  their  heads  full  of  what  does  not  interest  them. 

The  Chairman — It  is  pertinent  as  far  as  this,  it  seems  to  me  ; 
that  so  large  a  sum  of  money  was  put  into  the  hands  of  parties 
negotiating,  and  so  small  an  amount  of  it  got  into  the  Treasury 
of  < he  road,  is  one  of  the  most  serious  cases  of  railroad  mis- 
managements that  has  come  to  the  knowledge  of  this  Com- 
mittee. 

The  Witness — In  view  of  that,  I  would  like  to  make  an  ex- 
planation, which  perhaps  is  due  to  the  administration  of  Mr. 
Watson  and  due  to  the  administration  of  the  Erie  Company. 
At  the  time  that  General  Dix  came  into  possession  of  the  Erie 
Company  as  President,  the  time  of  the  rescue,  the  Erie  Com- 
pany's bonds  and  stocks,  all  the  valuable  personal  property 
that  it  owned,  was  pledged  in  Wall  street,  in  New  York,  on  call 
loans  for  three  or  four  million  dollars,  a  very  large  amount ; 
the  parties  who  had  loaned  this  money  to  Fisk  and  Gould 
were  naturally  their  friends,  and  the  day  after  the  change, 
General  Dix  was  notified  that  he  must  pay  off  these  loans ; 
the  Erie  Company  had  not  the  credit  to  borrow  a  penny ; 
there  was  a  threat  of  bankruptcy — a  threat  of  a  Receiver  ;  so 
that  they  could  not  go  into  the  street  -here  to  borrow  any 
money  from  anybody,  and  there  seemed  to  be  danger  of  an  im- 
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mediate  sacrifice  of  all  this  property  of  the  Erie  Company, 
and  Dot  merely  the  loss  of  the  money,  but  the  loss  of  the  con- 
trol of  the  stock  and  bonds  ;  in  that  emergency  Bischoffseheim 
&  Groldschinidt  were  telegraphed  through  Mr.  McHenry,  and 
in  ■  a  few  hours  afterwards  $2,000,000  in  cash  were  sent ;  very 
shortly  following  that,  Mr.  McHenry,  acting  through  Bischoff- 
sheim  &  (ioldschmidt,  and  acting  together,  negotiated  the  sale 
of  three  or  four — I  think  four  millions  of  the  First  Consolidated 
bonds  of  the  company  that  had  been  selling  here  at  CO  per 
cent,  at  par,  less  2J  per  cent,  commission  ;  it  netted  the  com- 
pany 97J,  and  with  those  moneys  these  floating  debts  that  I 
speak  of  were  paid  off,  so  that  there  was  no  floating  debt 
in  New  York  at  all ;  in  all  those  transactions  Mr. 
McHenry's  ability  as  a  financier,  and  his  desire  to  serve 
the  road,  and  the  fact  that  he  did  serve  the  road  as 
nobody  else  would  have  served  it  at  that  time,  bec'ame 
very  apparent,  so  that  when  the  second  mortgage  came 
to  be  issued,  Mr.  Watson  naturally,  and  it  seems  to  me 
very  properly  went  to  Mr.  McHenry,  went  to  the  same  parties 
that  had  before  done  so  much  for  the  company  at  so  cheap  a 
rate,  out  of  whom  so  large  a  sum  of  money  had  been  procured 
in  the  negotiations  of  these  securities  ;  Mr.  Watson,  however, 
when  he  went  there,  expected  to  receive  the  proceeds  of  this  fif- 
teen millions  of  Second  Mortgage  bonds  almost  at  once,  within  a 
few  days  ;  the  negotiation  of  the  bonds  was  postponed,  and  in 
the  meantime,  very  large  liabilities  were  accruing  in  New  York 
for  the  Erie  Company,  which  were  intended  to  have  been  paid 
from  the  proceeds  of  .these  bonds  which  were  unsoid  ;  the  com- 
pany here  constantly  cabled  Mr.  Watson;he  must  send  money  ; 
that  they  needed  money  for  this,  that,  and  the  other  purposes ; 
in  his  emergency,  Mr.  Watson  banded  the  Erie  Company  bonds 
not  yet  sold,  but  issued,  to  Mr.  McHenry,  to  borrow  money  ; 
the  credit  of  the  company  fell  all  the  while  from  various  causes, 
so  that  the  bonds  got  down  to  70 ;  then  the  bonds  were  put  up 
as  a  margin  with  20  per  cent.;  the  bonds  fell  below  70 ;  some  of 
Mr.  Watson's  bonds  were  bought  up  at  30,  or  thereabouts,  and 
money  remitted  here,  and  the  result  of  this  series  of  transactions 
was  that  Mr.  McHenry  had  in  his  possession,  as  shown  by  his 
own  sales  of  the  bonds,  a  surplus  in  bonds,  when  they  were  sold 
— sui  plus  of  cash  of  nearly  two  million  dollars  which  came  into 
his  possess! on-in  that  way ;  now  it  is  true  Mr.  McHenry  was 
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not  a  banker  in  the]  sense  that  the  Barings  and  Rothschilds 
are,  but  he  was  an  active  business  man  of  good  credit,  and 
supposed  to  be  of  large  means,  and  I  don't  know  but  what, 
under  the  circumstances,  Watson  was  excusable  for  trusting 
McHenry  with  these  large  amounts  in  securities ;  there  was  never 
any  intention  that  Mr.  McHenry  should  have  a  dollar  of  the 
company's  money  in  hand  ;  it  was  intended  that  every  dollar 
that  he  received  should  be  remitted  instantly ;  but  the  final 
result,  when  the  bankruptcy  of  the  company  came,  was  that 
after  charging  the  Erie  Company  all  the  money  that  McHenry 
had  remitted,  there  still  remained  in  his  hands  as  proceeds  of 
these  bonds  that  had  been  given  to  him  for  these  purposes, 
this  large  sum  that  I  speak  of. 

By  the  Chairman  :  / 

Q.  Then  Mr.  Watson  had  no  security  ?  A.  None  whatever, 
but  he  would  have  had  none  if  he  had  gone  to  a  banker  or 
a  broker;  he  had  no  security  and  never  could  have  had,  in  the 
nature  of  things;  he  trusted  Bischoffsheim  &  Goldschmidt 
with  fifteen  millions  ;  he  had  no  security  and  could  have  none, 
except  the  fact  of  their  position ;  there  is  a  pending  suit  against 
them  for  a  small  sum. 

Q.  Those  bonds  that  were  issued  were  issued  by  President 
Watson  ?     A.  Yes,  sir. 

Q.  Were  they  subsequently  sold ?  A.  Yes;  they  were  sub- 
sequently sold — all  of  them,  or  nearly  all ;  I  think  of  that 
total  issue  the  company  retained  some  $600,000  or  $700,000 ; 
fourteen  millions  and  three  or  four  hundred  thousand  dollars 
were  absolutely  sold. 

By  Mr.  Sterne  : 

Q.  This  claim  of  Bischoffsheim  <fe  Goldschmidt  arises,  does 
it  not,  in  part  from  a  claim  that  they  make  for  expenses  in  the 
rescue?.  A.  Yes;  they  charged  against  the  Erie  Company 
eighty  thousand  pounds  for  various  expenses,  which  the  Erie 
Company  refused  to  admit. 

Q.  But  they  had  been  paid  a  large  sum  of  money  by  the 
Erie  Company  as  expenses  for  the  rescue,  hadn't  they?  A.  A 
considerable  sum,  but  nothing  like  eighty  thousand  pounds,  I 
think. 

Q.  You  have  also  a  controversy  with  the  London  Banking 
Association  ?    A.  Yes,  sir. 
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Q.  That  arises,  doesn't  it,  from  a  claim  on  the  part  of  the 
London  Banking  Association  similar  to  the  McHenry  claim, 
of  charging  the  C.  0.  C.  &  I.  transactions  against  the  Erie 
Company  ?  A.  There  is  a  difference  in  the  clainij  but  it  grows 
out  of  the  same  transaction. 

Q.  The  London  Banking  Association  had  the  bonds  placed 
in  their  hands  by  McHenry,  hadn't  they?  A.  No ;  the  bonds 
were  placed  there  by  the  Erie  Company  for  sale,  and  to  be 
delivered  as  a  matter  of  precaution — I  remember  now,  when 
these  fifteen  million  bonds  were  issued  and  sent  to  London  for 
sale,  at  my  suggestion  they  were  not  sent  to  Mr.  McHenry ; 
they  were  sent  to  the  London  Banking  Association,  a 
corporation  of  excellent  credit,  only  to  be  delivered  on  the 
payment  of  the  net  proceeds,  and  it  was  intended  that 
the  bank  should  hold  all  the  bonds  until  it  got  all  the  money 
and  all  the  proceeds ;  but,  growing  out  of  the  fact  that  the 
necessities  of  the  company  compelled  a  pledge  of  the  bonds, 
Mr.  Watson,  from  time  to  time,  gave  an  order  to  Mr.  McHenry 
for  the  bonds  in  the  possession  of  the  bank,  and  in  that  way 
he  got  the  bonds  on  which  the  advances  were  made. 

By  the  Chairman  : 

Q.  Do  I  understand  you  that  the  necessities  of  the  company 
grew  out  of  their  very  large  expenditures  ?  A.  Yes,  sir  ;  all 
the  expenses  of  the  company,  in  the  way  of  construction,  were 
going  on,  and  the  purchase  of  coal  lands,  and  payments  for 
this  double  track. 

By  Mr.  Stekne  : 

Q.  There  was  not  any  double  track  done,  was  there,  during 
the  period  of  Mr.  Watson's  administration  ?  A.  Oh,  yes ;  a 
large  amount. 

Q.  How  large  an  amount  ?  A.  I  don't  know ;  a  large  ex- 
penditure was  made,  and  those  expenses  were  going  on,  and 
it  was  supposed  we  would  have  the  proceeds,  or  a  part  of  the 
proceeds,  of  this  fifteen  million  bonds  at  a  time  when  the 
company  had  no  credit  here,  and  had  no  means  of  getting  any 
money  except  by  these  bonds,  so  the  pledge  of  the  bonds  be- 
came a  necessity,  or  the  company  would  have  been  bankrupted 
while  Mr.  Watson  was  in  London. 

The  Chaibman — The  testimony  of  Mr.  Jewett  was,  that  out 
12 
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of  twenty-five  millions,  the  company  received  only  fourteen 
millions. 

The  Witness — If  he  aggregated  the  twenty-five  millions,  my 
recollection  is  this,  that  the  first  ten  millions  of  those  bonds 
were  sold  at  97^  net,  and  ought  to  have  produced  $9,750,000 

The  Chairman— $8,000,000. 

The  Witness — That  was  because  of  that  claim  on  the  part 
of  Bischoffsheim  and  some  others,  I  presume,  that  are  in  dis- 
pute ;  then  the  second  mortgage  bonds,  fifteen  millions — 
$14,400,000 — were  issued,  and  those  produced  a  net  value  of 
some  five  or  six  millions  of  dollars,  the  balance  being  made  up 
by  these  claims  against  the  Banking  Company  and  Mr.  Mc- 
Henry  also. 

By  Mr.  Steene  : 

Q.  Of  the  whole  amount  a  large  proportion  was  expended 
upon  coal  lands,  and  in  the  payment  of  dividends,  wasn't  it? 
A.  I  don't  know  that  any  was  expended  in  dividends  ;  I  don't 
know  anything  about  that. 

Q.  But  a  large  proportion  was  expended  in  the  payment  of 
coal  lands,  wasn't  it?  A.  I  know  a  considerable  sum  was 
expended  in  the  payment  of.  coal  lands ;  I  have  no  idea  how 
much ;  I  know  some  of  the  coal  land  notes  were  paid  during 
that  time ;  I  believe  they  were  paid  out  of  the  proceeds,  or 
they  were  paid  out  of  the  earnings. 

Q.  Wasn't  it  about  three  or  four  millions  ?  A.  Those  pay- 
ments extended  over  three  or  four  years,  or  six  years. 

Q.  Extending  over  the  Watson  administration? 

Mr.  Shipman — They  were  not  paid ;  when  Mr.  Watson  went 
out ;  they  are  not  all  paid  yet. 

Mr.  Steene — That  is  news  to  us ;  I  would  like  to  have  that 
down  on  the  record. 

Mr.  Shipman— What  ? 

Mr.  Steene — That  the  coal  lands  are  not  even  now  all  paid 
for. 

Mr.  Shipman — The  coal  lands  are  not  paid  for ;  the  Com- 
mittee want  to  understand  that  the  company  did  not  buy  these 
lands ;  the  coal  companies  bought  the  lands,  and  the  Erie 
Company  was  expected  to  advance  money  on  the  stock  to  re- 
imburse the  companies  and  pay  for  them  those  purchases 
strung  over  a  series  of  years  ;  when  I  come  to  argue  the  case 
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I  shall  very  briefly  explain  the  object  of  that  purchase; 
whether  a  wise  one  or  not,  I  shall  not  discuss ;  there  is  a 
difference  of  opinion  about  that ;  Mr.  Shearman  tbinks  it  is 
the  best  purchase  that  was  ever  made ;  Mr.  Blanchard  thinks 
it  is  not ;  there  is  not  any  mare's  nest  in  it. 

By  Mr.  Sterne  : 

Q.  During  the  whole  of  that  period  when  Mr.  Watson  was 
in  Europe  there  was  simultaneously  going  on,  was  there  not — 
and  when  these  negotiations  of  bonds  were  being  carried  for- 
ward through  Mr.  McHenry- — an  understanding  or  agreement 
between  Mr.  Watson,  Mr.  McHenry  and  Mr.  Hurlburt,  Presi- 
dent of  the  C.  C.  C.  &  I.  road,  by  which  the  C.  C.  0.  &  I.-Eoad, 
the  control  of  it,  was  to  be  transferred  to  Mr.  McHenry  ?  A. 
No  such  understanding  that  I  know  of. 

Q.  Didn't  you  testify  that  there  was  an  agreement ;  was  not 
a  copy  of  such  an  agreement  produced  between  Mr.  Watson, 
Mr.  Hurlburt  and  Mr.  McHenry  ?     A.  No. 

Q.  Which  was  drawn  up  and  made  *t  your  house  ?  A.  No, 
sir ;  no  such  agreement  was  ever  made  or  produced  by  any- 
body ;  if  you  mean  that  Mr1.  Henry  made  a  contract  with  Mr. 
Hurlburt  that  is  one  thing ;  Mr.  Watson  had  no  more  to  do 
with  that  contract,  as  a  party  to  it,  than  you  have  ;  he  was  the 
friend  of  Mr.  McHenry,  and  introduced  Mr.  Hurlburt  to  him. 

Q.  He  was  present ?  A.  He  was  present,  but  did  not  make 
the  contract. 

Q.  But  he  was  called  to  be  present,  so  as  to  be  cognizant  of 
the  whole  transaction  ?  A.  Not  at  all ;  your  brief  as  to  the 
facts  is  an  erroneous  one. 

Q.  If  there  is  any  error,  it  comes  from  your  having  misled 
me?    A.  No. 

Q.  Didn't  you  testify  that  Mr.  Watson,  Mr.  McHenry  and 
Mr.  Hurlburt  met  at  your  house  one  evening,  when  that  agree- 
ment was  drawn  up  ?  A.  No  ;  I  did  not  testify  to  that  at  all ; 
I  will  explain  if  you  want  to  know. 

Q.  Yes ;  do  explain  it  ?  A.  When  Mr.  McHenry  came  over 
here  in  July,  1872,  after  Mr.  Watson  was  elected  President  of 
the  Erie  Company,  I  was  present  at  my  house  at  an  interview 
between  Mr.  McHenry  and  Mr.  Watson  ;  I  think  it  was  imme- 
diately after  Mr.  Watson's  election,  but  it  may  have  been  the 
day  before  his  election  ;  I  don't  remember  the  precise  time  ; 
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Mr.  McHenry  urged  upon  Mr.  Watson  the  necessity  of  taking 
a  lease,  on  the  part  of  the  Erie  Company,  of  the  Atlantic  & 
Great  "Western  Road ;  Mr.  Watson  said  that  would  be  entirely 
agreeable  ,to  him ;  it  would  be  a  very  good  connection  with 
the  Erie  Company,  and  on  proper  terms  he  would  be  very  glad 
to  have  a  lease  ;  Mr.  McHenry  said,  after  some  little  talk,  that 
the  fixed  and  definite  rental  ought  at  least  to  be  enough  to 
pay  the  interest  on  the  First  and  Second  Mortgage  Atlantic 
bonds,  which  would  have  made  a  rental,  if  I  remember,  of 
nearly  two  millions  a  year;  Mr.  Watson  said  that  that  was 
impossible  ;  that  no  honest  man  could  make  such  an  agree- 
ment ;  that  the  Atlantic  &  Great  Western  Road  in  its  then 
condition  was  not  worth  over  ten  or  fifteen  million  dollars; 
that  it  could  be  reproduced,  he  thought,  for  $15,000,000,  and 
that  it  could  not  earn,  in  his  judgment,  any  more  than  the  in- 
terest on  fifteen  millions,  which  was,  I  think,  less  than  the  first 
mortgage ;  Mr.  McHenry  argued  against  this,  that  the  road 
had  cost  an  enormous  sum  beyond  that ;  the  final  result  was 
that  Mr.  Watson  said :  "  Mr.  McHenry,  your  road  don't  go 
anywhere — that  is,  it  terminates  at  Dayton,  which  is  no  place 
for  a  road  to  stop  at,  and  it  commences  at  a  way  station  on  the 
Erie  Road  ;  it  is  of  no  value  ;  if  your  road  went  to  St.  Louis, 
Louisville  and  Chicago,  if  you  would  build  an  extension  of  it  to 
Pittsburgh  "—and  did  various  things  which  he  named — "you 
could  make  a  road  that  is  worth  only  $15,000,000  to-day,  per- 
haps worth  $30,000,000,  and  it  would  be  very  valuable  to  the 
Erie  Road  from  the  fact  that  you  had  extended  its  connections  to 
these  various  points."  "  Well,  how  can  I  do  it  ?"  said  Mr.  Wat- 
son :  "  For  the  first  time  in  the  history  of  railroading,  I  think 
that  the  relations  between  Mr.  Hurlburt,  the  President  of  the 
C.  C.  C.  &  I.,  Mr.  Vanderbilt,  Mr.  Clark  and  Mr.  Schell  are 
such  that  you  could  get  control  of  the  Cleveland  &  Colum- 
bus Road,  and  through  that  road  reach  all  these  points 
I  have  spoken  of  except  Pittsburgh,  and  in  doing  so  you 
buy  a  property  that  has  paid  seven  per  cent,  dividend 
for  many  years,  and  is  one  of  the  most  valuable  railroad 
properties,  in. my  judgment,  in  this  country,  and  you  can  get 
that  stock  in  my  judgment  below  par ;"  Mr.  McHenry  says  : 
"  How  much  is  it?  "  Mr.  Watson  said,  "It  is  $15,000,000,  of 
stock  and  about  $6,000,000  indebtedness  ;"  says  McHenry  :  "I 
will  buy  half  the  stock   at  once;  how  can  I?"  Mr.  Watson 
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says  :  "  I  will  go  and  see  Hurlburt  ;  I  think  he  is  in  town,  and 
if  possible,  I  will  getj  him  to  do  it ;  nobody  but  Hurlburt 
could  buy  the  stock  ; "  Mr.  Watson  went  to  'see  Mr.  Hurlburt 
at  the  St.  Nicholas  Hotel,  and  came  back  in  about  an  hour, 
and  said  he  had  seen  him,  and  he  was  willing  to  make  such  a 
contract  on  the  terms  that  he  proposed ;  Mr.  McHeury  ac- 
cepted it ;  I  drew  the  contract ;  Mr.  Watson  took  it  back  to 
Mr.  Hurlburt  and  it  was  signed  by  Mr.  Hurlburt,  and  he 
brought  it  back,  and  it  was  signed  by  Mr.  McHenry,  altera- 
tions having  been  made  in  the  meantime,  and  the  next  day,  Mr. 
Hurlburt  and  Mr.  McHenry,  for  the  first  time  met,  and  under 
that  contract  Mr.  McHenry  appointed  me  his  agent  to  pay  Mr. 
Hurlburt  for  this  stock  as  it  was  delivered,  and  Mr.  McHenry 
did  buy  through  me  $7,000,000  of  the  stock,  which  was  chiefly 
delivered  by  Mr.  Hurlburt,  and  I  paid  for  it ;  the  Erie  Road 
had  no  more  to  do  with  that  purchase  than  you  have ;  Mr. 
Watson  had  no  more  to  do  with  it  than  you  have,  except  that 
he  brought  these  gentlemen  together  in  this  way,  and  he 
simply  in  this  matter  undertook  to  advise  Mr.  McHenry 
as  to  the  best  method,  in  his  judgment,  of  making  the  Atlan- 
tic &  Great  Western  Road  more  valuable  than  it  then  was,  and 
Mr.  Watson  said  :  "  When  you  have  got  the  control  of  the 
Cleveland  <fe  Columbus  stock,  and  reach  all  these  points,  which 
you  now  do  not  reach  at  all,  and  over  which  you  have  no  in- 
fluence as  to  business-  —when  you  get  into  that  position,  and 
you  then  come  to  the  Erie  Road,  and  ask  us  to  lease  both  these 
roads,  or  to  lease  the  Atlantic  &  Great  Western,  with  the  con- 
trol of  the  Cleveland  &  Columbus,  you  will,  in  my  judgment, 
have  doubled  the  value  of  the  Atlantic  Road;"  that -is  the 
whole  story. 

Q.  Why  was  Mr.  Watson  to  receive  $250,000  for  that  ?  A. 
He  never  was  to  receive  any  $250,000. 

Q.  Well,  $200,000?     A.  Nor  any  other  sum. 

Q.  Didn't  you  testify  that  you  sent  him  a"  check  on  behalf 
of  Mr.  McHenry  for  $200,000,  and  he  returned  it?  A.  I  did 
not ;  he  never  received  a  cent,  and  I  never  said  he  did ;  on  the 
contrary,  he  said  he  would  not ;  it  is  only  clue  to  Mr.  Watson 
to  say  that  Mr.  McHenry  said,  when  it  was  all  closed,  "  I  will 
pay  you  (myself)  $400,000  ;  I  will  pay  Mr.  Watson  $200,000  ;" 
I  told  Watson  this ;  Mr.  Watson  said  :  "  I  cannot  take  this 
under  the  circumstances,  because,  although  I  have  no  relations 
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whatever  to  this  contract  now,  it  is  intended,  if  McHenry  gets 
control  of  this  road,  that  he  shall  come  here  and.  make  a  con- 
tract, by  which  both  the  Cleveland  &  Columbus  and  Atlantic  will 
be  leased  to  or  controlled  by  the  Erie,  and  if  I  was  to  take  that 
commission  or  bonus,  and  then  afterwards  make  such  a  lease, 
the  two  things  will  be  coupled  together,  and  it  will  be  thought 
one  had  some  relation  to  the  other,  and  therefore  the  better 
way  is  to  say  I  will  have  nothing  to  do  with  it ;"  and  he  rejected 
the  proposition  of  Mr.  McHenry  that  he  would  at  some  future 
time  give  him  the  $200,000  ;  the  $400,000  which  he  also  agreed 
to  give  me,  has  not  yet  been  paid. 

Q.  That  you  would  not  refuse  ?  A.  No,  I  would  not ;  I 
bought  seven  millions  of  this  stock,  had  two  years  of  great  labor 
and  trouble,  and  carried  a  million  of  it  on  my  back  for  about 
eighteen  months  at  very  serious  inconvenience,  and  never.got 
my  pay. 

Q.  The  million  dollars  that  Mr.  Hurlburt  was  to  receive — 
A.  That  is  Mr.  McHenry's  contract  with  Mr.  Hurlburt;  I  don't 
see  what  this  Committe  has  to  do  with  that. 

Q.  It  is  a  part  of  the  administration  of  the  New  York  rail- 
ways.    A.  Is  it  ? 

Q.  Yes,  we  don't  look  at  the  question  in  the  same  light  ?  A. 
You  can  prove  that  in  any  way  you  see  fit. 

Q.  Of  that  million,  $250,000  has  been  paid,  hasn't  it  ?  A. 
Of  what  million? 

Q.  Of  the  million  that  Mr.  Hurlburt  was  to  receive  ?  A.  I 
don't  remember,  I  think  not ;  I  think  only  $200,000  ;  that  is 
my  recollection  ;  I  won't  be  certain. 

Q.  Why  did  you  gentlemen  consider  that  contract  of  such 
a  nature  that  it  should  be  destroyed,  lest  the  Committee  of 
the  Legislature  should  get  at  it  ?  A.  I  never  had  any  such  ob- 
ject, and  no  cme.ever  made  such  a  suggestion. 

Q.  Let  me  draw  your  attention  to  an  answer  that  you  gave 
in  your  former  testimony  ?  A.  You  need  not  draw  my  atten- 
tion ;  go  on  with  your  questions  ;  there  is  no  foundation  for 
the  assumption  ;  I  don't  think  that  this  Committee  ought  to 
go  into  this,  but  at  the  same  time  I  will  make  the  explanation 
'  if  you  desire  ;  I  would  rather  it  would  not  go  down  because 
the  interests  of  other  i  arties  are  concerned  ;  I  don't  care  any- 
thing about  it. 

Mr.  Sterne — What  is  the  Committee's  ruling  on  the  question. 
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The  Chairman — It  is  my  opinion  that  it  is  of  no  value  to 
us. 

Q.  You  were  chairman  of  the  Committee  for  fixing  the  salary 
of  the  President  of  the  road  ?  A.  You  mean  Mr.  Jewett's 
salary. 

Q.  Yes  ?    A.  I  was. 

Q.  Where  did  Mr.  Jewett  come  from  ?     A.  From  Ohio. 

Q.  Zanesville,  wasn't  it?     A.  Columbus,  I  think. 

Q.  Had  he  been  connected  with  any  New  York  railroad  be- 
fore he  came  here  ?     A.  I  think  not,  directly. 

Q.  Had  you  any  knowledge  of  Mr.  Jewett  as  a  railway  ad- 
ministrator from  any  personal  experience?  A.  Oh,  yes;  very 
intimate  for  more  than  twenty  years. 

Q.  How  much  of  a  railway  had  he  under  control?  A.  He 
had.  been  connected  with  all  the.  system  of  the  Pennsylvania 
railroads  almost  for  twenty  years,  but  he  was  President  at  the 
time  when  he  came  on  this  road  of,  I  think,  two  or  thvee  of 
those  brand  1  roads,  the  Little  Miami  among  the  rest;  I  think 
there  were  three  of  them. 

Q.  He  was,  when  he  came  here,  wasn't  he,  the  Receiver  of 
one  railroad?  A.  Perhaps  so  ;  but  he  had  been  adviser  and 
general  manager  on  behalf  of  the  Pennsylvania  Company, 
of  all  their  interests  in  the  west,  and  he  had  been  a  quasi  arbi- 
trator between  the  Pennsylvania  and  the  Baltimore  &  Ohio 
Company  in  respect  to  roads  at  the  west,  in  which  they  had  a 
joint  interest,  and  in  addition  he  was  President  of  two  or  three 
small  roads. 

Q.  Had  you  any  knowledge  of  the  amount  of  his  salary  at 
that  time  ?     A.  His  salary  before  he  came  here  ? 

Q.  Yes  ?    A.  Only  in  a  general  way. 

Q.  What  was  it  ? 

The  Chaibman — We  have  not  gone  into  that  subject  at  all, 
and  don't  care  to.     We  have  the  fact  that  Mr.  Jewett  was  paid. 

The  Witness — I  would  like  very  much,  if  the  Committee 
would  allow  me  to  make  an  explanation  as  to  the  reasons  for 
that  payment ;  I  can  do  it  in  a  word ;  when  Mr.  Watson's 
term  expired  he  was  unwell,  and  was  going  away  from  the  road 
from  necessity,  and  it  was  plain  that  we  needed  on  the  Erie 
Road  a  very  strong,  capable  man  ;  after  some  negotiation  with 
Colonel  Thomas  A.  Scott,  of  Philadelphia,  he  agreed  to  come 
here  and  be  President,  of  the  Brie  ;  that  was  considered,  se.t* 


3600 

tied ;  about  ten  days  only  before  our  election  Mr.  Thompson, 
the  President  of  the  Pennsylvania  Eoad,  died,  and  Mr.  Scott 
was  compelled  to  remain  there ;  this  left  us  entirely  without 
anybody  to  act  as  President;  there  was  no  one  in  the  Board 
who  wanted  the  place  or  to  whom  we  were  willing  to  give  the 
place  at  that  time,  and  in  company  with  a  number  of  Direct- 
ors, I  made  every  effort  to  inquire  who  there  was  engaged  in 
railroading  throughout  the  United  States  fit  to  be  President 
of  the  Erie  Company  ;  J  wrote  probably  thirty  or  forty  letters, 
and  finally  I  wrote  to  Mr.  Jewett,  asking  him  to  come  on,  and 
tendered  him  this  place  ;  told  him  he  could  have  it ;  he  said  he 
could  not  take  it ;  he  was  then  a  member  of  Congress  from 
Ohio  ;  he  was  President  of,  I  think  he  said,  three  roads  in  that 
State,  and  he  had  relations  with  both  the  Baltimore  &  Ohio  and 
the  Pennsylvania  roads  ;  he  had  his  home,  farm  and  his  home 
at  Columbus,  where  he  was  living,  and  he  said,  to  come  away 
and  break  up  everything  would  involve,  he  thought,  $50,000 
immediate  loss  to  him,  and  in  the  condition  in  which 
the  Erie  company  was,  when  its  stock  was  one  day  owned  in 
Wall  street  and  the  next  day  owned  in  London  and  vice 
versa,  there  was  no  certainty  if  he  came  here  that  he  would  re- 
main President  more  than  one  year,  and  it  would  break  up  his 
whole  life  work  to  come  here,  and  then  he  might  be  removed,  and 
he  would  not  come.  I  found  nobody  else  fitted  for  the  place, 
I  thought — so  well  fitted  as  he — and  he  took  the  matter  into 
consideration.  I  went  to  Washington  to  see  him,  and  as  the 
result  of  a  week  or  ten  days'  negotiation,  just  before  the  elec- 
tion, Mr.  Jewett  consented  to  come  on  the  condition  that  his 
salary  should  be  paid,  or  that  he  should  be  employed  for  ten 
years  in  case  he  was  able  to  stay,  and  that  $15,000  a  year  for 
ten  years,  making  $150,000,  should  be  advanced  to  him.  I 
talked  with  all  the  railroad  men  and  all  the  capitalists  that  I 
could  find  connected  with  railroads,  and  explained  the  po- 
sition, as  well  as  to  our  own  Board  of  Directors.  Everybody 
to  whom  we  submitted  the  question  thought  it  was  a  very  wise 
and  proper,  and  under  the  circumstances,  a  very  necessary  ar- 
rangement. No  one  objected  to  it  to  whom  I  broached  the 
subject,  either  as  to  the  amount,  or  the  terms,  and  we  finally 
recommended  to  the  Board,  Col.  Sco'tt  and  myself,  if  I  re- 
member, being  the  committee,  that  these  terms  bo  accepted  by 
the  Erie  Company.     Mr.  Jewett  came,  and  from  that  moment 


3601 

to  the  present  the  road  has  been  increasing  in  value  and  use- 
fulness to  the  community  and  to  its  stockholders  and  creditors, 
saving  only  the  trouble  which  we  had  two  years  ago,  and 
which  in  the  end  proved  a  benefit ;  and  I  think  Mr.  Jewett  in 
the  first  six  months  of  his  administration  saved  the  Erie  Com- 
pany five  times  or  more,  the  total  amount  of  salary  that  he 
received. 

By  Mr.  Shipman  : 

Q.  Col.  Scott  knew  all  about  Mr.  Jewett*  s  qualifications? 
A.  He  knew  him  more  intimately  than  anybody  else  ;  Mr.  Gar- 
rett of  the  Baltimore  &  Ohio  spoke  of  hira  in  the  same  way;  so 
did  all  the  Presidents  of  the  Pennsylvania,  Ohio,  Illinois,  Mis- 
souri and  Kentucky  corporations,  and  way  to  the  far  West ;  I 
think  I  must  have  had  letters  from  thirty  of  the  prominent 
managers  of  railroad  corporations  in  the  far  west,  all  speak- 
ing of  Mr.  Jewett  as  the  ablest  man  in  their  knowledge  for  this 
place,  and  a  man  of  the  highest  integrity. 

By  Mr.  Sterne  : 

Q.  When  you  say  that  he  saved  five  times  the  amount  of 
his  salary  in  six  months,  you  mean  as  compared  with  the  Wat- 
son administration,  don't  you  ?  A.  Yes,  of  course,  I  compare 
it  with  something. 

Q.  And,  probably,  compared  with  the  Gould  administration 
he  may  have  saved  five  hundred  times  his  salary  ?  A.  I  don't 
know ;  I  mean  to  say,  if  the  property  had  been  my  own,  if  I 
had  owned  it  all,  that  I  would,  in  the  first  place,  have  made 
the  arrangement  with  Mr.  Jewett  such  as  was  made,  for  him 
to  come  here ;  and  secondly,  that  at  the  end  of  six  months  I 
should  have  been  overjoyed  to  think  I  had  the  sense  to  make 
it,  because  the  result  had  proven  that  I  acted  wisely ;  I  do  not 
agree  with  those  who  think  that  the  wide  experience,  far  sighted 
sagacity,  undoubted  integrity  and  exhausting  labor  necessary 
to  the  manager  of  a  great  railroad  of  nearly  two  hundred  mil- 
lions of  capitel  is  to  be  paid  for  by  a  clerk's  wages  ;  but  where 
such  a  man  is  found  I  can  imagine  no  salary  too  large  to  be 
paid  to  him,  in  the  true  interest  of  the  stockholders. 

Q.  Mr.  Jewett  came  here  in  July,  1874  ?    A.  July,  1874 ; 
yes,  sir. 
13' 


3602 

Q.  And  in  less  than  a  year  the  road  was  in  the  hands  of  a 
Receiver  ?     A.  It  was  not  his  fault ;  on  the  contrary. 

Q.  It  was  because  you  had  not  money  enough  to  pay  the 
interest  on  your  bonds  ?  A.  Because  our  money ;  which  we 
had  a  right  to  expect  to  be  in  the  treasury  in  New  Tort,  was 
withheld  from  us  in  London,  and  for  no  other  reason. 

Q.  You  did  not  expect  to  use  the  proceeds  of  those  bonds 
to  pay  interest  upon  bonds  with,  did  yon?  A.  No,  sir  ;  unless 
we  did  it  as  I  explained  to  you  before ;  if  the  company  had 
used  the  earnings  that  were  properly  applicable  to  the  payment 
of  interest,  in  construction,  or  for  any  other  purpose,  then 
when  they  got  the  proceeds  of  the  bonds,  it  was  proper  to  pay 
it  back. 

Q.  There  is  great  virtue  in  an  "  if,"  Mr.  Barlow  ;  you  do  not 
mean  to  say  that  the  company  actually  did  use  $3,000,000  in 
construction  during  the  course  of  the  year  1874  and  1875 — 
new  construction?  A.  I  mean  to  say  that  according  to  my  be- 
lief— I  have  no  books  before  me — but  according  to  my  belief, 
the  company  has  never  failed  to  earn  money  enough  to  pay  its 
interest  and  its  running  expenses  if  all  its  new  properties  and 
additions  were  charged  to  funded  debt  account;  in  other 
words,  that  there  never  has  been  a  deficiency  of  actual  earn- 
ings to  pay  its  expenses  and  its  interest. 

Q.  Do  you  mean  to  say  that  the  reports  that  you  rendered 
annually  to  the  State  Engineer,  did  not  state  the  truth  ?  A.  I 
do  not  mean  to  say  anything  of  the  sort. 

Q.  Then  if  the  report  for  the  year  1874  (from  1874  to  1875), 
shows  a  construction  of  less  than  a  million  dollars,  you  mean  to 
say  that  the  report  is,  as  against  your  surmises,  the  right  one, 
isn't  it  ?  A.  I  mean  to  say  that  even  then  I  can  readily  un- 
derstand that  while  only  one  million  dollars  has  been  charged 
against  construction  account,  there  may  have  been  three  or 
four  millions  expended,  because  it  not  infrequently  happens 
that  the  policy  of  the  road  is  to  make  a  very  small  construc- 
tion account,  and  to  use  up  the  earnings  in  new  property,  new 
additions  ;  what  was  done  in  this  case  I  don't  know. 

Q.  That  was  not  the  policy  of  the  Erie  Railway  Company, 
surely  ?     A.  I  don't  know  but  it  was  in  1876  and  1877. 

Q.  Eighteen  hundred  and  seventy-four  we  are  talking 
about?     A.  No ;  not  in  1874. 

Q.  It  was  not  its  policy  during  any  time  that  you  have  had 
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anything  to  do  with  the  Erie  Railway?  A.  I  don't  know; 
there  was  no  dividend  declared  but  that  which '  you  referred 
to  ;  what  was  done  afterwards,  I  don't  know. 

Q.  There  was  a  straining  to  declare  a  dividend  for  a  time  ? 
A.  No,  no  straining ;  on  the  contrary,  the  accounts  sh6wed 
that  we  had  earned  the  dividend  and  a  little  more ;  there  was 
a  desire  to  declare  a  dividend  if  it  had  been  earned ;  that  is  all 
there  was  about  it ;  it  is  not  lair  to  say  anything  else  in  re- 
spect to  it ;  if  the  dividend  had  been  fairly  and  honestly 
earned,  and  was  properly  payable,  the  directors  desired  to 
make  a  dividend  of  whatever  sum  there  was  applicable  to  that 
purpose. 

Q.  You  know  that  for  a  long  period  of  time  it  was  the  policy 
of  the  Erie  Railway  to  carry  to  construction  account  things 
which  never  went  into  construction  account  at  all?  A.  No  ;  I 
don't  know  that ;  I  have  heard  so  ;  I  don't  know  much  about 
the  accounts  as  they  existed  before  I  was  connected  with  the 
road. 

Q.  You  certainly  do  not  mean  to  let  this  Committee  infer 
that  the  Erie  Railway  Company's  financial  difficulties  arose 
from  the  fact  that  it  expended  from  1874,  when  Mr.  Jewett  be- 
came President,  down  to  1875,  a  large  amount  for  construction 
which  does  not  appear  in  the  accounts  as  construction  ?  A.  I 
don't  make  any  statement  on  that  subject ;  I  say  the  financial 
troubles  arose  primarily  from  the  fact  that  three  and  a  half 
millions,  about,  of  our  cash  was  abstracted  from  our  treasury. 

Q.  How  were  they  abstracted  from  the  treasury ;  they 
never  got  into  your  treasury  ?  A.  They  ought  to  have  been  in 
the  treasury ;  a  thing  is  abstracted  if  it  ought  to  have  been 
there,  whether  it  has  been  there  or  not. 

Q.  If,  for  instance,  the  statement  contained  in  the  prospectus 
was  a  true  one  that  this  money  was  intended  to  be  used  solely 
for  new  construction,  then  it  never  had  any  business  in  your 
treasury?     A. -And  new  property. 

Q.  Now,  do  you  mean  to  say  that  in  anticipation  of  the  re- 
ceipt of  that  money,  these  moneys  were  expended  for  this  new 
construction?  A.  I  mean  to  say  just  what  I  have  said,  that  if 
that  money  had  been  paid  over  when  it  was  due  to  us,  in  my 
judgment  there  would  have  been  no  Receiver  appointed.  The 
road  might  have  been  cramped  for  money  for  the  June  and 
July  interest ;  it  might  have  been  compelled  to  anticipate  ita 
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earnings  for  the  purpose  of  paying  it,  but  in  my  judgment,  if 
there  had  been-  no  abstraction  of  funds  that  ought  to  have  been 
in  the  treasury,  the  road  would  have  gone  on,  and  there  would 
have  been  no  Receiver  appointed,  and  it  would  have  earned 
more- money  than  it  has  earned  in  the  past. 

Q.  When  you  speak  of  abstraction  from  the  treasury  you 
don't  mean  abstraction  from  the  treasury  in  New  York  ?  A. 
Yes,  I  do ;  there  is  only  one  treasury. 

Q.*Do  explain  what  abstraction  from  the  treasury  to  the 
extent  of  three  or  four  million  dollars  the  Erie  Bailway  Com- 
pany suffered  in  1874?  A.  The  funds  that  were  retained  in 
London  that  belonged  to  the  company  and  not  sent  to  us. 

Q.  Those  funds  were  proceeds  of  bonds?  A.  Yes;  suppose, 
for  the  sake  of  enlightening  tlr.s  Committee,  if  that  is  your 
purpose 

Q.  Of  course  it  is  ?  A.  Suppose  that  there  were  four  million 
dollars  belonging  to  the  Erie  Company  in  London  to  be  expend- 
ed in  future  consti  uction,  and  on  the  first  of  July  and  on  the  first 
of  June  in  that  year  the  company  was  short  of  money  to  pay  its 
interest  on  these  very  bonds,  if  you  please ;  instead  of  going 
into  the  street  and  borrowing  money  to  pay  that  interest,  to  be 
repaid  out  of  the  earnings  of  July,  August  and  September,  it 
would  have  taken,  and  properly  taken,  from  the  construction 
fund  in  its  own  treasury  the  money  necessaiy  for  that  purpose, 
to  be  replaced  when' it  earned  the  amount  thus  taken,  in  July, 
August  and  September ;  and  if  the  company  had  had  credit 
the  abstraction  of  this  fund  would  not  have  caused  its  bank- 
ruptcy ;  but  it  had  no  credit,  and,  therefore,  when  the  money 
of  its  own,  which  it  could  have  used  temporarily  for  that  pur- 
pose, was  taken  away  from  it,  and  it  was  without  credit,  it 
could  not  pay  its  interest. 

Q.  You  mean  by  taking  away  from  them,  withheld  ?  A. 
Taken  away ;  when  a  thing  belongs  to  me  and  is  withheld  it  is 
taken  away. 

Q.  It  never  got  into  your  possession  ?  A.  It  was,  in  our 
legal  right,  our  property  ;  that  is  equivalent. 

Q.  If  you  had  taken  the  money  for  the  purpose  of  paying 
the  interest  on  the  bonds  you  would  have  diverted  it,  wouldn't 
you,  from  the  purpose  for  which  the  bonds  were  issued  ?  A. 
Not  at  all ;  we  did  not  do  it. 

The  Chairman — Have  you  any  document  there  to  show  that 
the  dividend  that  was  declared  was  improperly  declared  ? 
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Mr.  Sterne— Yes,  the  Dunan  affidavit. 

The  Witness—He  is  the  man  who  told  me  over  and  over 
again  that  the  dividend  was  honestly  earned. 

The  Chairman — Have  you  a  report  showing  that  the  dividend 
was  improperly  declared  ? 

Mr.  Sterne — Yes,  I  have  ;  that  was  the  report  made  by  the 
English  committee. 

Mr.  Sterne  offered  in  evidence  a  letter,  of  which  the  following 
is  a  copy  : 

"  New  York,  Sept.  18th,  1874. 

"  My  dear  Col.  Stebbins  : 

"  You  know  generally  about  the  purchase  of  0.  C.  C.  &  I. 
stock  by  Mr.  McHenry.  It  is  probable  that  all  this  stock  will 
be  arranged  for  in  some  way  during  Mr.  Gray's  visit  to  Lon- 
don, but  in  the  meantime  I  am  in  a  dilemma,  and  Lave  written 
Mr.  McHenry  that  I  should  call  on  you  for  advice  and  assist- 
ance. 

"  The  situation  is]this  :  eleven  thousand  five  hundred  shares 
of  this  stock  were  purchased  in  New  York  last  February,  and 
cost  over  ninety  per  cent.,  or  nearly  one  million  one  hundred 
thousand  dollars.  Upon  these  purchases  Mr.  McHenry  paid 
large  margins,  and  from  time  to  time  the  margins  have  been 
increased,  so  that  now  the  stock  is  held  at  a  little  above  fifty 
per  cent.  In  the  meantime  the  stock  has  been  sold  down,  not 
because  of  any  real  depreciation  in  its  value,  but  because  of 
its  situation  with  respect  to  the  Erie  and  A.  &  G.  W.  is  not 
fully  understood,  and  recent  sales  have  been  made  at  64,  but 
only  small  lots  are  offered,  and  small  lots  only  can  be  sold  at 
these  low  figures. 

"  The  brokers  carrying  this  stock  insist  upon  payment. 
They  originally  agreed  to  carry  it  for  a  short  time,  and  we 
have  made  half  a  dozen  promises  with  respect  to  the  time  of 
redemption,  each  of  which  has  been  necessarily  extended. 

"  Quite  recently  Mr.  Jewett  enabled  me  to  get  a  postpone- 
ment which  was  then  necessary,  and  now  the  parties  insist 
peremptorily  on  their  money  early  next  week.  Of  course,  I 
have  advised  McHenry  fully,  and  that  I  could  not  extend  the 
loans  unless  the  stock  was  further  margined  down  to  forty  per 
cent.  This  would  require  a  payment  say  of  one  hundred  and 
fifteen  thousand  dollars.  In  answer  to  my  last  cable,  he  says 
he  means  to  make  Erie  a  large  remittance  next  week,  and  that 
she  must  put  up  the  necessary  amount. 
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"  Such  a  loan  to  McHenry  would  be  perfectly  good,  but  will 
your  Committee  instruct  Shearman  to  make  it  ? 

"The  worst  that. could  happen  would  be  that  you  would  be 
compelled  to  make  the  further  payments  necessary  to  redeem 
the  whole  stock  which,  if  you  are  in  funds,  would  be  a  very 
cheap  thing  to  do. 

"On  the  other  hand,  we  probably  have  no  right  to  buy 
stocks  of  other  roads  directly,  and  in  case  of  a  loan,  unless 
you  advance  the  whole  amount,  of  course  we  get  no  security 
but  McHenry's  name.  Mr.  Jewett  knows  all  the  facts,  and  I 
wish  you  would  see  him  and  your  Committee,  and,  if  possible, 
save  the  sale  of  this  stock  and  the  great  loss  consequent  upon 
it,  which  loss  will  in  the  end  fall  on  the  Erie  directly  or  in- 
directly. 

"  If  your  Committee  will  advance  all,  well ;  if  not,  can  you 
carry  this  stock  on  the  present  margin  ? 

"  It  is  surely  safe  enough  at  fifty,  for  what  is  selling  at  sixty- 
four,  and  what  is  worth  par. 

"  Such  matters  are  peculiarly  within  your  control  far  more 
than  mine,  and  I  am  sure  that  anything  you  can  do  will  be 
gratefully  acknowledged  by  Mr.  McHenry. 

Yours, 
(Signed)    S.  L.  M.  BAELOW." 

By  Mr.  Steene  : 

Q.  This  letter,  dated  March  2,  1874,  by  Mr.  Watson  as  to 
the  purposes  of  the  new  loan,  the  second  consolidated  mort- 
gage loan,  was  a  letter  that  was  drawn  up  by  you,  was  it  not? 
A.  No,  it  was  drawn  up  in  London. 

Q.  Signed  by  him  there  ?    A.  I  imagine  so. 

Q.  Can  you  not  identify  that  letter  and  this  prospectus  of 
the  issue  of  the  Second  Consolidated  Mortgage  (handing  wit- 
ness papers)  ?  A.  No,  I  never  saw  it ;  I  do  not  know  that  a 
copy  of  it  came  here ;  he  was  in  London  nearly  a  year ;  I 
never  saw  it  to  my  knowledge  ;  that  was  probably  drawn  up 
by  the  bankers  in  London  who  were  about  to  issue  the  bonds. 

Q.  And  signed  by  him  ?     A.  Yes,  with  their  assistance. 

Mr.  Steene — I  propose  to  offer  that  in  connection  with  Mr. 
Barlow's  testimony. 

Mr.  Shipman — For  what  purpose  do  you  offer  this  ? 
.  Mr.  Steene — For  the  purpose  of  showing  that  there  was  a 


3607 

distinct  pledge  as  to  the  objects  and  purposes  for  which  this 
new  issue  of  Second  Mortgage  bonds  was  to  be  made,  and  not 
a  dollar  of  it  could,  with  any  propriety,  be  used  to  pay  interest 
on  bouds  or  dividends  upon  stock. 

Mr.  Sterne  offered  in  evidence  the  letter  and  prospectus 
above  referred  to,  of  which  the  following  is  a  copy : 

To  the  Bond  and  Share  Holders  of  'the  Erie  Railway  Company. 

Gentlemen  :  The  Erie  Company  was  organized  in  the  year 
1833, — more  than  forty  years  ago.  Its  administrations  Lave 
.frequently  been  changed,  but  the  company  has  never  failed, 
under  any  administration,  to  pay  the  interest  on  its  bonded 
debt,  which  is  now  £7,983,428  ;  while  its  gross  revenue  has  in- 
creased to  £4,002,521 — that  is  to  say,  the  debt  is  less  than  two 
years  gross  income. 

Business  Resources. 

The  resources  of  the  Erie  Railway  Company  may  be  sum- 
marized as  follows : 

(  1st.  In  the  trade  of  an  industrious  and  growing  local  popu- 
lation, yielding  a  progressive  traffic  and  revenue  ; 

2d.  In  being  one  of  the  principal  channels  of  commerce  be- 
tween New  York  and  the  Western  States.  "When  the  Erie 
Railway  reached  Lake  Erie,  it  made  the  fourth  trunk-line, 
since  which  there  has  been  no  increase  in  the  number,  while 
the  population  of  the  West  and  its  productions  have  increased 
many  fold,  and  more  than  20,000  miles  of  railway,  with  numer- 
ous steamers  and  sailing  vessels  on  the  rivers  and  lakes,  have 
been  constructed  to  accommodate  traffic,  and  bring  it  to  the 
trunk  lines.  Last  year  the  Erie  Company  was  compelled  to 
refuse  large  amounts  of  tonnage  for  want  of  sufficient  trans- 
portation capacity,  which  it  is  now  proposed  to  supply. 

3d.  In  the  vast  coal  fields  of  the  districts  through  which 
the  road  runs,  containing  coal  of  high  quality,  and  easily 
mined — a  source  of  large  and  permanent  traffic. 

4th.  The  company  owns  the  capital  stock  of  sundry  coal 
and  mineral  railway  companies,  part  of  which  was  reclaimed 
from  the  late  administration.  These  companies  are  the  pro- 
prietors of  nearly  40,000  acres  of  anthracite  and  bituminous 
coal  lands,  mostly  held  in  fee,  and  which,  after  being  carefully 
tested,  are  estimated  to  contain  not  less  than  from  600,000,000 
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to  1,000,000,000  tons  of  available  marketable  coal,  and  about 
the  same  quantity  of  iron  ore.  These  interests  are  considered 
to  be  intrinsically  worth  more  than  enough  to  cover  the  entire 
debt  of  the  company.  Within  four  years  the  out-put  of  coal 
is  expected  to  reach  4,000,000  tons  a  year,  and  thereafter 
steadily  to  increase.  The  profit  on  that  quantity  would  be 
sufficient  to  pay  the  interest  on  the  present  funded  debt  of  the 
company. 

5th.  The  company  owns  landed  properties  at  various  points 
on  and  near  the  line  of  the  load,  available  for  storage  and 
other  purposes  useful  and  profitable  to  the  company. 


COMPABA.TIVE  BUSINESS. 

The  business  and  capacity  of  the  Erie  Railway  in  its  present 
imperfect  condition  contrasts  favorably  with  that  of  the  prin- 
cipal English  railways,  as  appears  from  the  following  compar- 
ative statistics,  compiled  from  the  Parliamentary  Returns  of 
English  Railways  for  1872  and  the  Annual  Report  of  the  Erie 
Company  for  the  year  commencing  September  30,  1872,  viz. : 


Great  Eastern ... 

Great  Northern 

Great  Western 

Lancashire  &  Yorkshire 

London  &  North  Western 

London  &  South  Western... .  . . 

Midland 

North  Eastern 

Erie 

Erie,  at  the  present  market  prices 
of  its  shares  and  bonds,  its  cap 
ital  would  only  be 


Annual 

Length  in 

Gross  Earn- 

miles. 

ings  per 

mile. 

759 

£3,244 

578 

4,424 

1,402 

3,555 

446 

7,202 

1,539 

5,^76 

618 

3,187 

1,024 

5,014 

1.H37 

4,065 

*813 

4,923 

Total  Capi'l 
per  mile. 


£36,792 
36,543 
34,363 
54,381 
39,413 
27,974 
41,548 
33,461 
30,616 


18,000 


*  This  is  exclusive  of  146  miles  of  leased  branches,  which  are  incomplete  and 
little  worked  as  yet. 

This  tabular  statement  demonstrates  that  the  Erie  Railway 
only  requires  its  track  to  be  doubled  throughout  and  to  bo 
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supplied  with  the  necessary  equipment  and  facilities  for 
economical  working,  to  enable  it  at  once  to  take  high  rank 
among  the  most  productive  railways  of  this  country  and 
America. 

Proposed  Application  op  New  Capital. 

In  the  year  1874,  there  should  be  expended  appro  ximatively 
about  the  following  sums,  viz. : 

For  Land  where  alignment  is   to  be  changed,  and 

for  additional  stations £55,000 

For  Excavation  and  Masonry 125,000 

"     New  Iron  Bridges .... 100,000 

"     Mineral  Eailways  and  Interests 610,000 

"     Steel  Rails 700,000 

"    New  Rolling  Stock,  and  narrowing  gauge  of  old  525,000 
"    Narrowing  gauge  of  Track,  including   Cross- 
ties,  Track-laying  and  Ballasting  200,000 

"     Grain  Elevators,  Warehouses  and  Docks..,.  200,000 
"     Steamboat  service  on  the  lakes,  in  addition  to 
the  Company's  present  fleet   of  seventeen 

steamers 75,000 


£2,590,000 


This  expendituie  will  effect  a  great  improvement  of  the 
alignment,  and  a  reduction  of  gradients  from  45  feet  to  about 
16  feet  per  mile  on  long  sections  of  the  road,  will  complete  the 
doubling  of  the  track,  increase  the  rolling  stock;  give  to  the 
line  greater  capacity  for  transportation,  and  render  it  less  ex- 
pensive to  work  and  maintain. 

Indebtedness. 

According  to  the  last  Annual  Report,  the  bonded  debt  of 
the  Company  on  the  30th  September,  1873  (stated  in  the  order 
of  priority  of  lien),  was  as  follows : 

Loan  payable  1887   £497,000 

1879 434,800 

1883 970,400 

1880 587,400 

1888     141,900 

14 
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Loan  Consolidated— issued  payable  1920 2,415,200 

"     Buffalo   Branch   and  Long  Dock  payable  at 

various  dates 49,234 

"     Sterling  6  per  cent,  payable  1875 887,494 

"    Convertibles  payable  1903 1,600,000 

£7,583,428 
To  this  is  to  be  added  the  balance  of  Convertible 

Bonds 400,000 

Total  Bonded  Debt £7,983,428 

The  floating  debt  is  nearly  constant,  and  about  two-thirds  of 
it  does  not  bear  interest.  It  consists  of  monthly  accounts, 
bills  payable,  and  call-loans,  and  on  Sept.  30,  1873,  amounted 
to  £542,821. 

Share  Capital. 

The  par  or  nominal  value  of  the  shares  of  this  company, 
both  common  and  preferred,  is  one  hundred  dollars,  equal  to 
twenty  pounds  sterling  each. 

Whole  issne  pf  common  shares  Of  the  aggregate  par  value 
is 780,000      of £15,600,000 

And  whole    issue  of   preferred  Of  the  aggregate  par  value 

shares  is 85,369      of 1,707,380 

Total  number  of  common  and  pre-  Of  the  aggregate  par  value 

ferred  shares 865,369      of £17,307,380 

Exceptional  Expenditube  in  1873  and  1874. 

The  net  earnings  of  1873  were  subject  to  some  charges 
arising  from  the  transition  state  of  the  affairs  of  the  company  ; 
they  will  either  not  recur  again  or  else  be  greatly  reduced  in 
amount,  as  will  more  clearly  appear  by  the  following  com- 
parative statement,  viz.  : 

1873.        1874. 
Loss  in  operating  Pavonia  Ferry £8,402 

In  1874,  the  ferry  as  improved  by  new 
steamer  and  docks,  will  be  a  source  of 
revenue. 


8611 

1873.       1874. 
Rents   of  leased  lines   and  sundry  other 

properties. 178,667 

By    discontinuance    and  purchase   these 

rents  will  be  reduced  in  1874  to .£92,133 

Eents  to  car  companies 106,709 

This  item  will  probably  be  reduced  to ... .  25,000 

Taxes  on  sundry  properties  not  within  the 

line  of  railway 9,952 

These  properties  in  1874  will  be  a  source 
of  revenue. 

Rebuilding  New  Jersey  freight  and  pas- 
senger and  Pavonia  depots 16,040 

This   expenditure  will  not  have  to  be 
repeated  in  1874.  « 

Miscellaneous  payments,  including  £53,952 

interest 60,570 

This  item   will  be   reduced  in   1874   by 

nearly  the  whole  of  the  interest,   and 

will  not  exceed 7,500 


£380,340  £124,633 

The  diminution  of  expenditure  of  1874  under  these  heads 

may  therefore  be  estimated  at  £255,707.     In  other  respects, 

also,   the  proportional   expenses  of  working  will    be   much 

diminished  in  1874. 

Revenue  fob  1873. 

The  gross  earnings  of  the  year  ending  30th 

September,  1873,  were   £4,002,521 

The  working  expenses  proper  of  the  year, 

including  repairs  and  renewals,  were  .  .  £2,728,128 
The  exceptional  expenditures  above  stated  380,340 
Interest  on  the  bonded  debt  506,388 

£3,614,856 

Leaving  as  surplus  earnings  for  the  year £387,655 

From  which  deduct  dividends  paid ,      313,887 

And  there  remains  a  balance  to  carry  over  of £73,778 
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Estimated  Revenue  fob  1874 

The  gross  earnings  for  1874,  it  may  safely  be  assumed,  will 
not  be  less  than  they  were  in  1873,  while  it  was  almost  certain 
that  they  will  be  more,  but  taking  them  as  the  same,  the 
account  will  stand  as  follows,  viz. : 

The  gross  earnings £4,002,521 

The  working  expenses  proper  of  the  year, 
including  repairs  and  renewals,  as  the 
road  is  now  improved,  will  not  exceed. .  £2,728,128 

The  exceptional  expenditures  above  stated 
will  be 124,633 

Interest  on  loans  previously  issued,  and 
on  the  new  loan  of  £3,000,000,  for  six 
months 639,388 


£3,492,149 

Leaving  as  surplus  earnings  for  the  year £510,372 

The  surplus  is  sufficient  to  pay  a  dividend  of  7  per 
cent,  on  the  preference  shares,  and  2  per  cent,  on 
the  common  shares,  and  leave  a  balance  to  carry 
over  of , £78,850 

Assets. 

The  assets  of  the  company,  including  permanent  way,  roll- 
ing stock,  telegraph  lines,  work  shops,  station  grounds,  ware- 
houses and  wharves,  and  the  bonds  and  shares  of  other  rail- 
ways and  of  steamboat  companies,  on  the  30th  of  September, 
1873,  amounted  in  sterling  (reckoning  live  dollars  to  the  pound, 
as  is  done  throughout  this  statement  in  converting  dollars  into 
sterling,  or  vice  versa)  to  the  sum  of £27,497,289 

This  does  not  include  : 
1st.  Lands  and  right  of  way  given  to  the  company, 
nor  large  amounts  of  earnings  expended  from 
time  to  time,  during  nearly  forty  years,  on 
construction,  which  has  never  been  charged  to 
Capital  Account,  and  for  which  a  low  estimate 
would  be '  3,000,000 
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2d.  The  value  of  its  interest  in  mineral-railway 
and  coal  companies  properties,  comprising, 
among  other  things,  40,000  acres  of  coal  and 
iron  lands  (much  of  this  land  was  bought  from 
small  holders  at  a  less  price,  but  its  value  to 
the  Erie  Railway,  as  now  aggregated,  can  be 
fairly  estimated  at  £100  per  acre,  the  price  at 
which  the  Philadelphia  &  Reading  Railway 
Company  recently  estimated  their  coal  lands, 
which  contain  about  the  same  quantity  of  coal 
per  acre),  amounts  to 4,000,000 

3d.  Numerous  smaller  properties  of  an  aggregate 

value  not  less  than 1,000,000 

Total  assets  being    more   than   four    times   the 

amount  of  the  present  bonded  debt £35,496,289 

Estimated  Results  from  New  Capital. 

The  proposed  expemditure  of  new  capital  in  1874 
and  in  1875  will  so  improve  the  road  and  de- 
velop its  resources,  that  its  gross  earnings, 
now  £,4000,000,  will  be  increased  in  1877  to 
not  less  than     £6,000,000 

From  the  annual  report  of  the  Baltimore  &  Ohio, 
the  Pennsylvania  and  the  New  York  Central 
Railways,  it  appears  that  their  working  ex- 
penses average  about  60  per  cent,  of  their  gross 
earnings,  leaving  as  net  earnings  40  per  cent.; 
the  Erie  Railway,  when  completed,  will  be 
worked  at  so  low  a  rate  as  the  other  railways ; 
it  will  have  cheap  fuel,  easy  grades,  and  be  the 
shortest  line  from  Lake  Erie  to  New  York,  with 
an  immense  tonnage  of  local  traffic  in  coal  and 
other  commodities ;  the  increased  business 
and  improved  facilities,  with  steel  rails,  more 
substantial  equipment  and  easier  gradients, 
will  reduce  the  working  expenses  to  a  rate  not 


3614 
exceeding  62  per  cent,  of  the  gross  earnings, 


or 


3,720,000 


Making  the  net  earnings £2,280,000 

Interest  on  entire  debt,  including  new  loans  for 

1874  and  1875 954,388 

Leaving  a  surplus  to  pay  dividends  on  shares  of. . .    £1,325,612 
On  £1,707,330  preferred  stock  at  7  per 

cent 119,516 

On  £15,600,000  common  stock  at  7  per  1,092,000 

1,211,516 

And  a  balance  to  carry  over  of £114,096 

But  the  increase  of  net  revenue  cannot  stop  here  ;  it  must 
be  progressive,  and  by  the  end  of  five  years  yield  a  dividend 
on  the  common  shares  of,  at  least,  8  per  cent.,  after  providing 
an  ample  reserve  for  repairs  and  renewals  of  both  road  and 
rolling  stock. 

Commending  these  statements  to  your  consideration, 
I  am,  very  respectfully, 

P.  H.  WATSON, 

President. 


Erie  Office,  12  Copthall  Court, 
London,  E.  C,  March  2d,  1874, 
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Erie  Eailway  Company. 

Issue  of  £3,000,000,  Second  Consolidated  Mortgage,  Seven 
Per  Cent.  Sterling  Bonds,  of  £200  each. 

Bedeemable  at  par  after  five  years,  and  not  later  than  twenty 
years  from  date  at  the  option  of  the  company. 

Principal  and  interest  payable  in  London,  in  Sterling. 

Issue  price  78  per  cent,  or  £156  per  bond. 

Directors  and  -Officers  of  the  Erie  Railioay  Company. 

P.  H.  Watson,  President,  New  York. 
Lucius  Robinson,  First  Vice-President,  New  York. 
George  R.  Blanchard,  Second  Vice-President,  New  York. 
James  C.  Clark,  'Third  Vice-President,  New  York. 
Henry  Tyson,  Fourth  Vice-President,  New  York. 
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Directors. 

Samuel  D.  Babcock,  New  York. 

W.  Butlee  Duncan,         " 

John  Taylob  Johnston,     "    . 

Herman  B.  Baltzeb,       " 

Frederick  Schuchabdt,  " 

George  H.  Brown,         " 

William  W.  Shippen,  Hoboken,  N.  J. 

P.  H.  Watson,  New  York. 

Hon.  Edwin  D.  Morgan,  New  York. 

Hon.  Lucius  Eobinson,  Elmira,  N.  Y. 

Hon.  Giles  Hotchkiss,  Binghampton,  N.  Y. 

Hon.  Cortlandt  Parker,  Newark,  N.  J. 

S.  L.  M.  Barlow,  New  York, 

H.  L.  Lansing,  Buffalo,  N.  Y. 

William  T.  Hawt,  Boston,  Mass. 

Homeb  Bamsdell,  Newburgh,  N.  Y. 

A.  B.  McDonough,  Secretary,  New  York. 

These  bonds  bear  interest  at  the  rate  of  7  per  cent,  per  an- 
num, payable  half-yearly,  on  the  1st  of  June,  and  the  1st  of 
December  in  each  year,  there  being  a  special  coupon  for  three 
months'  interest,  payable  on  the  1st  of  June,  1874. 

The  principal  of  the  bonds  is  redeemable  at  par  on  the  2d  of 
March,  1894,  or  at  the  option  of  the  company  at  any  time  after 
the  2d  of  March,  1879.  Both  principal  and  interest  are  pay- 
able in  London,  in  sterling,  free  from  all  United  States  taxes  ; 
and  they  are  secured  by  a  mortgage  of  the  franchises  and 
property  of  the  Erie  Bailway  Company,  ranking  next  after  the 
First  Consolidated  Mortgage,  which  includes  the  total  amount 
of  prior  mortgages. 

To  secure  the  Convertible  Bonds  of  1873,  pursuant  to  the 
conditions  thereof,  and  to  provide  a  security  for  the  bonds 
now  offered  for  subscription  as  well  as  for  such  further  sums 
as  may  from  time  to  time  be  needed  to  supply  the  require- 
ments of  the  company  under  "every  possible  contingency  that 
now  can  be  foreseen,  a  Second  Consolidated  Mortgage  for  a 
total  sum  of  $40,000,000  (or  £8,000,000)  has  been  created,  of 
which  $10,000,000  (or  t£2,000,000)  are  reserved  against  the 
Convertible  Bonds  issued  in  1873,  and  £3,000,000  are  appro- 
priated to  this  loan.  The  remaining  £3,000,000  bonds  will  not 
be  issued  before  1875, 
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The  proceeds  of  this  issue  are  to  be  applied  as  indicated  in 
the  several  reports  of  the  President  of  the  company,  and  more 
particularly  in  his  letter,  of  March  2d.  1874  (of  which  a  copy 
is  enclosed)  towards  construction  and  general  wants  of  the  com- 
pany. 

The  annual  revenue  of  the  company,  as  shown  by  the  same 
reports  and  letter,  is  sufficient  to  provide  for  the  interest  on 
all  its  bonds,  including  the  present  loon,  and  to  leave  a  surplus 
of  more  than  £500,000  available  for  dividends  on  the  Share 
Capital,  while  the  bonded  debt  of  the  company,  including  the 
present  loan,  is  less  than  three  years  of  the  present  gross  rev- 
enue. 

It  is  believed  that  the  business  developed  by  the  expendi- 
ture of  additional  capital  will  so  augment  the  revenues  of  the 
company  that  it  is  for  its  interest  to  reserve  to  itself  the  right 
to  pay  off  the  bonds  at  par  after  five  years. 


The  London  Banking  Association  (Limited)  are  instructed 
by  the  Erie  Railway  Company  to  open  subscriptions  for 
£3,000,000  of  the  above  mentioned  Sterling  Bonds. 

The  price  of  issue  is  78  per  cent. ;  payable  as  follows  : 

10  per  cent.,  or  £20  per  bond,  on  allotment. 


25 

tt 

50 

tt 

April  1st. 

20 

a 

40 

tt 

May  1st. 

23 

it 

46 

tt 

June  1st 

(less  coupons  for  3 



u 



tt 

months'  interest, 
viz.,  £3,103  and 

78 

(C 

£156 

per  bond  of  £200 

less  income  tax). 

Applications  from  the  Brie  shareholders  will  be  prefer- 
entially considered. 

The  subscription  list  will  be  opened  on  Monday  the  9thinst., 
and  the  allotment  will  be  made  as  soon  as  practicable. 

Payment  of  instalments  may  be  anticipated  under  discount 
at  the  rate  of  5  percent,  per  annum. 

Failure  to  pay  any  instalment  at  its  due  dates  lenders  all 
previous  payments  liable  to  forfeiture  and  cancels  the  allot- 
ment. 

Scrip  certificates  to  bearer  will  be  issued  to  subscribers, 
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against  letters  of  allotment  and  bankers'  receipts,  by  the  Lon- 
don Banking  Association  (Limited),  and  will  be  exchanged  for 
the  definitive  bonds  as  soon  as  practicable  after  payment  of 
all  the  instalments. 

4,  Bank  Building,  Lothbury,  London,  E.  0.,  March  6th, 
1874. 

Erie  Eailway  Company. 

Issue  of  £3,000,000    Second  Consolidated  Mortgage  Seven  Per 
Gent.  Sterling  Bonds  of  £200  each. 

Eedeemable  at  par  after  five  years,  and  not  later  than  twenty 
years  from  date,  at  the  option  of  this  company. 

Issue  price,  78  per  cent.,  or  £156  per  bond- 
No 

To  the  London  Banking  Association  (Limited), 

Bank  Buildings,  Lothbury,  London,  E.  G.  : 

request  that  you  will  allot      £  

of  the  Erie  Bailway  Company  Second  Consolidated  Mori  gage 
Seven  Per  Cent.  Sterling  Bonds,  in  accordance  with  the  pro- 
spectus issued  by  you,  dated  March  6th,  1874,  and  ....  en- 
gage to  accept  the  said  bonds  or  any  less  amount  you  may 
allot  to  ...  ,  and  to  pay  for  the  same  in  accordance  with  the 
prospectus. 

Name  at  full  length 

Address 

Occupation 

Date 1874." 

By  Mr.  Sterne  : 

Q.  You  remember  a  correspondence  relative  to  the  issuance 
of  consolidated  bonds,  a  letter  of  yours  on  the  9th  of  April, 
1872,  to  Homan,  Green  &  Cryder  on  the  object  of  the  loan? 
A.  I  do  not  remember  it ;  if  you  have  a  copy  of  what  purports 
to  be  a  letter  of  mine,  I  have  no  doubt  it  is  true ;  I  do  not 
know  anthing  about  it;  there  is  no  objection  to  its  being 
added,  I  understand. 

Q.  Let  me  draw  your  attention  to  one  clause  of  it ;  speak- 
ing of.  the  object  of  this  consolidated  loan,Syou  say  it  is  :  "  To 
15  . 
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"  fund  all  of  our  present  floating  debt  would  about  consume 
"  the  Consolidated  Bonds  applicable  to  that  purpose,  if  they 
"  could  be  sold  so  as  to  net  par  in  currency  ;  we  should  then 
"  need  a  very  large  sum  to  lay  a  third  rail  over  the  line  and  to 
"  furnish  the  required  rolling  stock  for  which  we  have  daily 
"  use  ;  to  secure  the  sum  necessary  for  these  purposes,  is  of 
"  the  first  importance  ;  three  ways  only  have  been  suggested, 
"  viz. : 

"  1st.  An  increase  of  stock ; 

"  2d.  An  increase  of  Consolidated  Mortgage  Bonds ; 

"  3d.  The  sale  of  debentures,  unsecured  principal  and  in- 
"  terest  payable  in  London,  and  the  principal  redeemable  iu 
•'  five  or  ten  annual  installments. 

"  The  objection  to  the  first  plan  is  chiefly  because  the  stock 
"  if  now  sold,  would  net  much  less  than  its  probable  future 
"  value,  and  its  creation,  for  any  purpose  at  the  time,  would 
"  probably  injure  the  remainder  of  the  stock  capital  to  such 
"  an  extent  as  to  render  this  a  very  unsafe  method  of  obtain- 
"  ing  the  money  required?  "     A.  That  is  very  sound  judgment. 

Q.  Then  you  proceed  with  the  statement,  that  for  the  pur- 
poses mentioned,  to  wit :  the  permanent  addition  to  the  prop- 
erty of  the  company,  ten  or  fifteen  million  dollars  would  be 
required  ;  do  you  remember  such  a  letter  ?  A.  I  have  no  doubt 
that  is  correct ;  these  gentlemen  were  acting  as  the  Erie  Com- 
mittee in  London,  and  I  was  advising  with  them  as  to  the 
future  ;  that  was  not  the  basis  of  any  loan ;  it  was  an  ordinary 
letter  of  mine  written  to  them. 

Q.  And  that  the  proceeds  were  to  be  refunded  for  perma- 
nent addition  to  the  road?  A.  That  was-the  intention,  pro- 
vided we  made  a  loan. 

By  the  Chaibman  : 

Q.  That  was  prior  to  your  negotiation  of  the  loan  ?  A.  Prior 
to  the  negotiation  of  the  first  loan. 

By  Mr.  Sterne  : 

Q.  You  stated  to  the  Committee  that  immediately  after  the 
rescue  the  credit  of  the  Erie  Railway  was  so  low  that  you  had 
to  raise  a  loan ;  that  you  could  not  go  into  the  market  to  bor- 
row the  money  ;  is  it  not  true  that  the  credit  of  the  company 
immediately  increased,  or  enhanced,  that  the  credit  was  better 
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than  it  was  under  the  Gould  administration  °  A.  If  you  mean 
that  the  securities  of  the  company  increased  in  value,  yes ; 
but  the  credit  of  the  company,  for  the  purpose  of  borrowing 
money,  was  absolutely  nil ;  they  cbuld  not  borrow  anything. 

By  Mr.  Shipman  :. 

Q.  Except  on  collateral  ?  A.  Hardly  on  collateral,  because 
there  were  always  threats  of  bankruptcy  and  receivers  and  suits 
of  all  sorts  pending,  rendering  it  almost  impossible  to  borrow 
money  on  collaterals  here  in  New  York  ;  at  the  time  Bischoff, 
scheim  &  Goldschmidt  sent  two  million  dollars  by  cable  here 
or  their  credit  for  that  sum,  you  could  not  have  borrowed,  in 
my  judgment,  fifty  thousand  dollars  from  any  banker  in  Wall 
street. 

By  Mr.  Steene  : 

Q.  Why  not  ?  A.  They  were  afraid  of  some  law  suit  that 
might  tie  up  the  money ;  no  one  knew  the  precise  situation  of 
things ;  there  were  all  sorts  of  rumors ;  Bischoffsheim  & 
Goldschmidt  sent  that  two  million  dollars  here  without  know- 
ing what  the  collaterals  were — simply  advising  me  by  cable 
that  they  should  rely  upon  my  placing  against  the  money  that 
was  used,  a  part  of  that  two  million,  reasonably  fair  security ; 
I  do  not  think  we  could  have  borrowed  in  Wall  street,  on  all 
those  collaterals,  fifty  thousand  dollars. 

Q.  Was  not  there  then  already  pending,  however,  an  agree- 
ment with  them  to  issue  the  First  Consolidated  Mortgage — 
some  understanding  that  they  were  to  issue  it  ?  A.  None 
whatever. 

Q.  Bischoffsheim  &  Goldschmidt  is  a  very  large  banking 
house,  is  it  not?     A.  A  very  large  banking  house. 

Q.  A  very  large  capital  even  in  the  London  world  ?  A. 
Yes. 

Mr.  Shipman — They  were  not  bankers  in  the  London  sense  ; 
they  were  bill  brokers. 

Mr.  Sterne — Mr.  Barlow,  what  do  you  say  about  it? 

The  Witness — I  do  not  know  what  the  distinction  is. 

By  the  Chairman  : 

Q.  Are  Bischoffsheim  &  Goldschmidt  responsible  parties  ? 
A.  Yes,  I  think  Goldschmidt,  who  has  since  died,  was  sup- 
posed to  have  left  thirty  millions. 
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Q.  Is  the  London  Banking  Association  perfectly  responsi- 
ble ?     A.  Yes,  sir. 

Q.  Was  your  other  claim  against  this  company  V 

Mr.  Shipman — We  have  a  judgment  against  McHenry  of 
about  two  millions.  We  have  a  suit  against  the  London  Bank- 
ing Association  which  has  not  been  tried  yet. 

The  Chairman — Mr.  Jewett  gave  us  four  suits. 

Mr.  Shipman — No,  I  think  not,  but  three.  There  are,  per- 
haps, two  against  the  London  Banking  Association.  I  am 
rather  inclined  to  think  there  were.  I  am  not  familiar  with 
those  litigations  because  I  have  not  carried  on  the  correspond- 
ence with  them. 

By  Mr.  Shipman  : 

Q.  Mr.  Barlow,  from  your  knowledge  as  counsel,  and 
otherwise,  of  the  matter,  since  the  discovery  of  the  disposi- 
tion of  Mr.  McHenry  to  retain  the  money  of  the  Erie  Com- 
pany there,  and  the  London  Banking  Association,  has  not 
every  effort  been  made  that  could  be  made  to  get  it  back  ?  A. 
I  do  not  know  of  any  that  have  been  omitted  ;  there  has  been 
a  very  earnest  and  bitter  fight,  between  the  Erie  Company 
and  McHenry,  resulting  finally  in  a  judgment. 

Q.  This  condition  of  the  Erie  Company  that  you  speak  of, 
when  they  could  not  borrow  fifty  thousand  dollars  here  on 
collaterals,  was  immediately  after  the  ejection  of  the  former 
Fisk  &  Gould  administration  ?  A.  That  was  the  first  few  days, 
until  people  understood  it. 

Q.  And  has  or  has  not  the  Erie  Company,  with  the  excep- 
tion of  the  eclipse  it  suffered  when  it  went  into  the  hands  of  a 
Receiver,  has  not  its  credit  increased?  A.  Yes  ;  there  was  no 
trouble  after  a  few  weeks  ;  they  could  borrow  all  the  money 
they  wanted. 

By  Mr.  Sterne  : 

Q.  When  did  your  connection  with  the  Atlantic  &  Great 
Western  cease  as  counsel  ?  A.  I  suppose  when  it  went  into 
the  hands  of  a  Receiver ;  I  do  not  know  ;  I  was  not  counsel 
of  the  road ;  the  road  being  in  Ohio  they  had  no  necessity 
for  counsel  here;  I  had,  practically, .nothing  to  do  with  the 
road  after  the  reorganization  in  1870,  but  my  connection  with 
the  road  utterly  ceased,  I  suppose,  when   it    went   into  the 
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hands  of  a  Beceiver ;  we  are  counsel  for  the  Trustees  of  the 
mortgage  bondholders. 

Q.  You  represented  continuously  Mr.  McHenry's  interests, 
didn't  you,  in  the  Atlantic  &  Great  Western,  up  to  1875  ?  A. 
Up  to  1875. 

Mr.  Shipman — I  wish  when  you  go  to  the  office  you  would 
see  the  date  of  our  letter  to  Mr.  McHenry  that  he  must  take 
his  traps  out  of  our   office ;  I  do  not  remember  the  date  of  it. 

[Intermission.] 


Mr.  Scuddee — Will  the  Committee  hear  me  now  ? 

The  Chaieman — Yes. 

Mr.  Scuddee — The  questions  submitted  by  the  Chairman  of 
the  Committee  to  me  have  been  variously  answered,  in  part  by 
one,  in  part  by  another ;  I  have  here  the  answers  of  Mr. 
Archbold,  and  the  Committee  will  find  them  I  think  to  be 
useful  in  connection  with  the  South  Improvement  Company ;  as 
I  say  these  answers  have  been  variously  given  by  the  different 
parties  to  whom  they  were  submitted,  and  the  witnesses  sworn, 
and  some  subpoenaed,  but  not  sworn,  have  given  various  in- 
formation ;  one  witness  will  give  in  full  perhaps  an  answer  to 
one  question  when  another  knows  nothing  of  the  information 
sought  to  be  derived  by  that  question  ;  for  instance,  in  the 
case  of  Mr.  Archbold,  the  Committe  will  find  in  answer  to  the 
question  ;  "  Give  the  stockholding  interest  in  the  South  Im- 
provement Company,  who  the  stockholders  are,  and  how  much 
they  hold  ?" — the  first  question  ;  his  answer  is  :  "I  have  been 
informed  and  I  believe  as  to  the  South  Improvement  Com- 
pany, that  the  following  state  of  facts  existed ;  they  are  net 
of  my  personal  knowledge  but  I  am  so  thoroughly  impressed 
with  their  truth  that  I  give  them  to  you  as  matters  of  belief." 

The  Chairman — It  was  expected  and  announced  before  that, 
that  the  answers  to  the  questions  were  to  be  handed  in  to  the 
Committee  for  examination  before  they  were  put  upon  the 
record,  to  see  if  they  covered  what  was  required. 

Mr.  Scudder — This  answer  will  cover  what  was  required,  I 
think ;  that  is  why.  I  propose  to  read  it.  Here  are  several 
questions  ;  one  or  two  of  them  he  declines  to  answer  as  he  did 


3622 

before.  I  ohiy  propose  reading  this  one,  because  it  gives  this 
Committee  full  information  on  the  subject  of  the  South  Im- 
provement Company,  as  to  which,  reading  the  reports  of  the 
testimony,  the  Committee  labors  under  a  most  serious  error. 
I  propose  to  hand  it  right  to  the  Committee  after  reading  that 
one  answer ;  then  the  Committee  may  pass  upon  the  other 
answers  to  see  whether  they  are  satisfactory. 

The  Chairman — I  think  you  had  better  submit  them  all  to 
the  Committee  for  examination  before  reading  any.  We  dis- 
tinctly announced,  as  I  see  by  examining  the  minutes,  that  we 
should  not  accept  such  answers  as  were  seen  fit  to  be  given, 
unless  they  were  in  the  main  satisfactory  to  the  Committee  as 
a  whole.  I  think  you  had  better  give  us  the  papers  and  let  the 
Cominittee  examine  them. 

Mr.  Scudder — I  apprehend  neither  the  Chairman  nor  his 
associates  on  the  Committee  will  refuse  to  receive  an  answer 
that  is  responsive  to  a  question  presented  by  the  Committee; 
if  so,  let  me  understand  that. 

The  Chaieman — These  gentlemen  stand  before  the  Com- 
mittee in  a  peculiar  attitude  just  now  ;  it  calls  for  a  little  dif- 
ferent treatment  from  an  ordinary  case  ;  they  have  declined  to 
answer  certain  questions,  to  give  certain  information.  Now,  it 
may  be — I  do  not  know  that  it  is  so  in  respect  to  this  instance 
and  this  question,  and  therefore  I  make  the  statement  before 
you  have  gone  far  enough  to  develop  the  fact — it  may  be  by 
answering  a  certain  portion  of  the  questions  they  could  place 
upon  the  records  of  the  Committee  a  partial  defense,  without, 
at  the  same  time,  disclosing  the  information  which  the  Com- 
mittee had  required.    That  we  do  not  want  to  permit. 

Mr.  Scudder — Suppose  in  answering  an  interrogatory  pre- 
sented by  the  Chairman,  or  by  the  Committee,  the  answer  to 
that  interrogatory  is  a  partial  or  complete  defense ;  is  it  yet  to 
be  excluded  by  the  Committee,  if  it  is  a  statement  of  fact  ? 

The  Chairman — Yes ;  certainly.  These  gentlemen  stand 
before  this  Committee  in  contempt.  We  do  not  propose  to 
allow  them  to  come  here  and  put  in  such  evidence  as  they  see 
fit  without  complying  with  our  request. 

Mr.  Scudder — They  are  still  in  contempt  in  declining  to 
answer  certain  questions — are  they  not  to  be  received,  so  far 
as  they  are  competent  and  able  to  answer  ? 

The  Chairman — No ;  they  will  not  be  permitted  to  go  on  with 
any  defense  in  any  instance. 
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Mr.  Scudder — I  do  not  mean  defense  in  the  sense  of  an 
argumentative  defense,  but  after  they  are  in  contempt,  if  the 
Committee  then  present  to  them  another  question,  are  they 
not  to  be  permitted  to  answer  that  ? 

The  Chairman — The  Committee  presents  to  them  a  series  of 
questions,  and  they  will  not  be  allowed  to  single  out  questions 
from  that  series  and  answer  them  without  having  fairly  com- 
plied with  the  whole. 

Mr.  Scudder— Suppose  they  have  no  knowledge  of  the  other 
questions,  and  answer  one  ? 

The  Chaieman — That  we  desire  to  know  by  examining  their 
answers  in  advance. 

Mr.  Scudder— Then  I  understand  the  ruling  of  the  Com- 
mittee to  be  this  :  That  after  the  declination  to  answer  so  that 
the  party  is  put  in  contempt,  and  questions  still  anew  pre- 
sented to  the  witness,  that  although  these  questions  come 
along  in  order — they  are  numbered  and  came  along  in  order — 
unless  the  entire  mass  is  answered,  he  shall  not  answer  one. 

Mr.  Sterne — That  is  not  the  position  at  all.  The  position 
is  that  these  parties  stand  in  contempt,  and  at  the  request  of 
counsel  and  at  his  suggestion,  not  at  the  suggestion  of  the 
Committee,  a  series  of  written  questions  were  prepared  which 
were  to  be  submitted  to  these  witnesses  for  the  purpose  of 
having  them  answered.  It  was  not  intended,  it  was  not  the 
Committee's  intention,  it  was  not  my  attention  to  give  into  the 
hands  of  Mr.  Scudder  a  series  of  questions  which,  under  the 
suggestion  of  counsel,  or  under  the  suggestion  of  the  minds 
of  these  extraordinarily  shrewd  people  called  the  Standard  Oil 
combination,  that  they  shall  select  from  among  those  questions 
whatever  suits  their  purpose  to  answer  and  leave  themselves 
in'a  position  of  contempt  as  to  the  rest,  or  claim  that  they  do 
not  know  anything  as  to  some  other  questions.  The  questions 
were  not  put  in  separately,  but  as  a  whole ;  they  were  to  be 
answered  as  a  whole,  and  it  seems  to  me  that  the  Committee 
ought  to  be  advised  in  the  first  instance  as  to  what  those  answers 
are  before  they  determine  to  take  any  of  the  answers  at  all, 
and  spread  them  upon  this  record ;  because  I  can  readily  un- 
derstand how  the  answering  of  one  question  that  it  suits  their 
purpose  to  answer,  and  refusing  to  answer  another,  and  claim- 
ing a  privilege  as  to  a  third,  and  pretending  not  to  know  as  to 
a  fourth,  will  make  a  pretty  little  argument. 
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Mr.  Scudder — There  is  no  argument  in  this.  After  the  ex- 
amination of  Mr.  Rogers,  who  was  in  no  contempt  in  any 
sense,  and  would  not  have  been  in  any  court,  by  reason 
of  the  answers  he  gave,  I  volunteered,  finding  that  my 
friend  was  groping  about  in  considerable  obscurity  to 
reach  something  that  he  enforcedly  attempted  to  put  into 
the  knowledge  of  Mr.  Rogers,  and  which  Mr.  Rogers  disclaimed 
any  knowledge  of — I  volunteered,  if  the  Committee  would 
present  to  me  questions,  that  I  would  endeavor  to  extricate 
them  from  the  perplexities  in  which  they  were,  and  present 
answers  which  contained  information.  I  distinctly  stated  that 
the  information  I  should  give  would  not  be  of  an  argumenta- 
tive form.  The  answer  I  am  about  to  read  is  not  argumentative, 
but  one  of  fact.  Now  I  say  under  that  voluntary  proffer  of  tes- 
timony, coming  in  connection  with  a  witness  who  is  in  no 
contempt,  who  declined  to  answer  no  question,  if  I  were  in  a 
court  of  justice  I  should  say  that  the  court  itself  had  waived 
the  right  to  punish  for  contempt  after  presenting  questions  to 
a  witness  declared  to  be  in  contempt,  and  argue  it  with  force. 

Mr.  Terry— Let  me  interrupt  you  just  a  moment.  I  under- 
stand your  original  statement  to  be  this  :  You  asked- the  Com- 
mittee if  certain  witnesses,  or  if  witnesses  who  declined  to 
answer  certain  questions,  came  now  and  proposed  to  answer 
certain  other  questions,  whether  that  would  bo  received.  The 
Chairman  stated  that  that  was  not  the  case.  It  seems  to  me 
that  it  is  a  striking  misconception  of  the  case  if  that  is  the  way 
you  understood  it,  because  these  witnesses  have  not  appeared 
before  the  Committee.  There  has  been  no  declination  to 
answer  any  questions  upon  the  part  of  these  witnesses. 

Mr.  Scudder — There  was  with  Mr.  Archbold. 

Mr.  Terry— -There  may  have  been  as  to  one  of  them. 

Mr.  Scudder — This  is  the  one  I  have  now— Mr.  Archbold 
he  did  decline  to  answer  one  question. 

■  Mr.  Terry — This  applies  generally  to  all  of  these  witnesses 
who  have  refused  to  respond  to  the  subpoena  of  the  Com- 
mittee. 

Mr.  Scudder — If  the  examination  be  made  of  the  record  it 
will  be  found  that  my  proffer  was  juss  that — to  aid  the  Com- 
mittee, and  I  said  that  the  Standard  Oil  Company  had  no  de- 
sire either  to  hinder  or  frustrate  their  purpose ;  that  there 
were  questions  possibly  that  the  Committee  might  present  to 
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that  corporation,  or  members  of  it,  that  would  be  declined 
to  be  answered  or  fail  to  be  answered.  That  corporation  is  a 
foreign  corporation.  It  is  dealing  here  at  arms  length  from  its 
Lome. 

Mr.  Terry — It  is  not  dealing  at  all.  They  refuse  to  come 
before  the  Committee. 

Mr.  Scudder — Mr.  Bostwick  was  examined  here,  and  he  said 
that  he  was  a  director. 

Mr.  Terry — One  or  two  of  them  may  have  done  so.  The  ma- 
terial witnesses  did  refuse. 

Mr.  Scudder — Mr.  Archbold  is  a  director  too.  Now,  the 
Committee  inquired,  among  other  things,  about  this  South  Im- 
provement Company,  and  I  desire  to  say  to  the  Committee 
that  the  South  Improvement  Company  existed  for  three 
months ;  it  never  did  a  single  stroke  of  business  except  to  ex- 
ecute contracts  that  were  never  enforced  or  carried  out,  and 
its  charter  was  repealed ;  it  never  had  a  dollar  of  cash  in  its 
treasury,  and  was  a  mere  myth,  and  yet  your  Committee  has 
proceeded  here,  under  the  guidance  of  my  astute  friend,  for 
days  and  days  in  the  endeavor  in  some  manner  to  couple  the 
South  Improvement  Company  with  the  Standard  Oil  Com- 
pany. 

The  Chairman — It  was  distinctly  announced  that  the  in- 
formation which  you  undertook  to  obtain,  if  produced  at  all, 
was  to  be  produced- by  witnesses  placed  upon  the  stand  and 
examined  regularly  as  other  witnesses  were  examined,  and  the 
record  will  show  that  statement  to  have  been  distinctly  made 
at  the  time. 

Mr.  Scudder — I  should  like  to  refer  to  the  record. 

The  Chairman — I  regret  that  I  have  not  the  testimony  here ; 
that  was  the  understanding  of  all  the  Committee. 

Mr.  Scudder — The  Chairman  is  in  error  as  to  his  own  state- 
ment at  the  time.  However,  that  may  be  corrected.  Then  I 
understand  that  the  Committee  now  refuse  anything  except  a 
private  examination  of  these  statements. 

Mr.  Terry — I  do  not  know  now  you  may  understand  that.  I 
do  not  understand  that  to  be  a  true  statement  of  the  case  in 
any  respect. 

Mr.  Scudder — If  the  Committee  will  let  me  know,  I  desire, 
as  far  as  I  can,  to  comply  with  their  wishes. 

Mr.  Terry — Instead  of  desiring  a  private   examination  of 
16 
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these  witnesses,  we  insist  upon  exactly  the  contrary,  that  the 
witnesses  shall  appear  on  the  stand  and  be  examined  as  other 
witnesses  are. 

Mr.  Scuddee — The  Committee  decline,  then,  to  take  aDy 
supplementary  statements  from  these  witnesses,  unless  they 
are  produced  here  in  person. 

The  Chairman — We  do  most  assuredly  decline  to  let  a  wit- 
ness come  on  this  stand  >and  refuse  to  answer  questions  that 
are  put  to  him,  and  then  go  to  his  office  and  prepare  an 
answer  to  certain  questions  in  a  series  of  questions,  and  have 
them  placed  upon  the  record. 

Mr.  Scuddee— I  may  produce  the  witnesses.  Suppose  I 
submit  these  papers  to  the  Cutnmittee,  and  let  them  see  how 
many  of  these  witnesses  they  desire,  and  what  information 
they  desire  upon  the  interrogatories  ? 

The  Chairman — That  was  distinctly  the  understanding ;  that 
is  what  the  Committee  expected.  We  have  not  the  slightest 
desire  to  exclude  anything  proper,  but  we  do  not  want  any  de- 
fense injected  into  these  proceedings  on  the  part  of  parties 
who  refused  to  be  examined  in  chief. 

Mr.  Scudder — The  Chairman  certainly  does  not  mean  by 
that  a  statement  of  facts. 

The  Chairman — No. 

Mr.  Scudder — Now,  I  would  ask  the  Chairman,  after  the  ex- 
amination of  those,  when  the  Committee  will  hear  witnesses, 
or  cannot  that  be  stated  ? 

The  Chaieman — I  think  they  ought  to  be  examined  in  con- 
nection with  the  testimony  already  taken  of  these  witnesses, 
and  that  I  regret  to  say  is  not  present ;  the  clerk  of  the  Com- 
mittee is  not  present,  and  we  probably  cannot  stop  to  make 
the  examination  now.  We  had  hoped  to  close  the  examination 
now. 

Mr.  Scudder — To-day  ? 

The  Chairman — To-day,  in  fact,  all  the  testimony. 

Mr.  Scudder — But  inasmuch  as  the  Standaid  Oil  affair  is 
incidental  to  the  general  scope  and  purpose  of  the  Committee, 
and  introduced  for  the  purpose  of  showing  that  the  railway 
companies  have  been  at  fault  in  extending  generosities  to 
them  not  extended  to  others,  I  suppose  if  the  testimony  should 
come  in  after  argument  on  behalf  of  the  railway  companies, 
and  Mr.  Sterne,  if  he  has  an  argument  to  make,  it  would  be 
in  time. 
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The  Chaikman — Certainly. 

Mr.  Scuddee — Leaving  that  for  a  moment ;  at  page  2,640  of 
the  record  is  a  statement  that  the  Committee  called  among 
others  Mr.  John  D.  Rockefeller.  Mr.  John  D.  Rockefeller  is  a 
resident  of  Cleveland ;  he  has  advised  me  that  he  was  never 
subpoenaed ;  he  was  not  here  at  the  time,  and  I  apprehend  it 
was  a  mere  nominal  blunder  for  John  D.  Archbold,  who  had 
been  subpoenaed,  and  was  not  then  in  attendance. 

The  Chaibman — I  will  inquire  ;  I  will  examine  the  affidavit 
and  returns  of  the  gentleman  who  has  served  the  subpoena, 
and,  if  it  is  an  error,  will  have  it  corrected. 

Mr.  Scuddee — I  think  that  is  all  as  to  the  record.  I  under- 
stand from  the  Committee  that  I  shall  not  be  shut  off  even 
after  the  argument. 

The  Chairman — Oh,  no. 

Mr.  Scuddee — Because  you  will  have  to  advise  me  when 
you  are  ready.  Mr.  Bostwick's  is  not  there,  nor  Mr.  Pratt's. 
On  account  of  the  engagement  of  Mr.  Bostwick's  counsel,  Mr. 
Porter,  he  canaot  attend  at  the  moment. 

The  Chaibman — We  will  examine  the  papers  and  advise  with 
you  on  that  subject. 

(The  papers  referred  to^were  presented  to  the  Committee.) 

B.  G.  Villas,  recalled  : 

By  Mr.  Shipman  : 

Q.  Mr.  Villas,  you  have  made  an  examination  of  each  one  of 
the  special  rates  that  were  printed  in  Exhibit  No.  1,  I  believe, 
at  my  request?     A.  Yes,  sir. 

Q.  And  have  written  such  explanations  as  you  have  to  offer 
in  relation  to  them?    A.  Yes,  sir. 

Mr.  Shipman — That  paper  is  in  the  hands  of  the  Chairman, 
and  I  will  put  that  in  as  Mr.  Villas'  examination  in  chief  on 
those  questions. 

(The  paper  is  as  follows)  :  "  Explanations  and  reasons  for 
the  special  rates  by  the  New  York,  Lake  Erie  &  Western  Rail- 
road, as  per  Exhibit  No.  1,  June  24th,  1879,  of  the  Special 
Railroad  Investigating  Committee. 

As  to  the  twelve  firms  located,  at  Binghamton,  N.  Y.  The 
special  rates  given  them,  as  named,  were  made  necessary  by 
the  rates  offered  these  parties  by  the  Delaware,  Lackawanna 
&  Western  Railroad,  between  the  same  points. 
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As  to  the  special  rate  with  Sheldon  &  Co.,  from  Owego  to 
Bingham  ton.  This  firm  reside  and  manufacture  axles  in  Auburn, 
and  to  induce  shipments  from  Auburn  to  Binghamton  via 
Owego,  in  competition  with  the  New  York  Central  Bailroad, 
and  the  D.  L.  &  W.  R.  R.,  via  Syracuse,  we  were  compelled  to 
make  these  rates. 

As  to  the  rate  with  Wm.  Crawford,  of  25  cents  upon  cheese 
from  Cameron  Mills  to  New  York.  This  is  the  rate  that  was 
in  existence  from  points  on  the  Buffalo  division,  and  was  neces- 
sary to  allow  shipper  to  compete  with  shippers  from  points 
west  of  his  place,  and  was  an  open  rate  to  any  shipper  of 
cheese  from  that  division. 

As  to  the  rate  with  C.  Judd,  on  butter  from  Forrestville  to 
New  York,  of  50  cents.  This  was  made  necessary  to  compete 
with  rates  made  by  the  Lake  Shore  Road  from  points  on  their 
Buffalo  and  Dunkirk  division. 

As  to  the  rates  with  A.  Devereaux  &  Son.  Our  principle 
has  been  in  making  rates  with  tanners  along  the  line  of  our 
road,  to  place  them  all  upon  an  equal  footing  with  each  other, 
and  so  far  as  we  know,  have  succeeded  in  so  doing. 

As  to  the  rates  with  Davidge,  Lampfield  &  Co.,  from  Owego 
to  Elmira.  This  is  the  regular  fourth  class  rate  and  is  always 
given  by  our  company  on  leather  in  rolls,  when  shipped  to 
and  from  local  points. 

As  to  the  rates  with  David  Decker,  who  is  a  tanner.  These 
rates  were  necessary,  in  order  to  enable  him  to  compete  with 
tanners  located  at  Elmira. 

As  to  the  rates  with  the  Lewis  Bun  Lumber  Company. 
This  rate  was  necessary  to  compete  with  the  Buffalo,  New 
York  &  Philadelphia  Road. 

As  to  the  rate  with  the  Wiard  Plough  Company,  on  pig 
iron.  The  rate  was  necessary  in  order  to  make  shipments  of 
iron  at  the  time,  and  such  traffic  is  almost  always  a  subject  of 
special  rates. 

As  to  the  rate  with  J.  B.  &  P.  M.  Weed,  tanners.  The 
principle  of  placing  all  tanners  upon  an  equality,  governed  us 
in  making  this  rate. 

As  to  the  rates  with  A.  J.  Wormlay  on  tobacco.  These  rates 
are  the  same  as  made  by  the  New  York  Central  via  the  Syra- 
cuse, C.  &  Corning  Railroad. 

As  to  the  rates  with  A.  C.  Winter,  New  York  to  Allendale. 
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These  rates  were  made  necessary  in  order  to  compete  with  the 
New  Jersey  Midland  Railroad,  'vho  were  working  hard  for 
this  traffic. 

As  to  the  rate  with.  Van  Sicekler,  H.  &  L.  The  same  rea- 
son applies  as  above. 

As  to  the  rate  with  the  Vacuum  Oil  Company,  on  crude  oil, 
Buffalo  to  Rochester.  This  is  the  same  as  made  by  the  New 
York  Central  Road. 

As  to  the  rate  with  G.  Tomlinson.  This  rate  was  made  ne- 
cessary in  order  to  keep  the  business  from  going  by  the 
Rochester  &  State  Line  Road  and  the  N.  Y.  C.  R.  R.  via 
Syracuse. 

As  to  the  rate  with' J.  Taft.  At  the  tkne  the  rate  was  made 
it  was  in  competition  with  the  D.,  L.  &  W.  R.  R. 

As  to  the  rate  with  Thos.  Todd,  Suspension  Bridge  to  New 
York.  This  was  made  the  same  as  the  New  York  Central  rate 
at  the  time. 

As  to  the  rate  with  W.  E.  Taylor,' Buffalo  to  Binghamton, 
on  cattle.  The  rate  was  considered  as  all  that  should  be 
charged  at  the  time  on  such  shipments,  and  would  have  been 
given  to  any  shippers,  to  the  same  point. 

As  to  the  rate  with  McKay  &  Hill,  from  Olean  to  Addison 
on  lumber  in  car  loads.  They  are  manufacturers,  and  in  order 
to  enable  them  to  compete  with  manufacturers  in  Buffalo  and 
other  points,  a  low  rate  on  the  raw  material  was  necessary, 
and  the  same  reasons  goyerued  us  in  making  their  rates  to  the 
east. 

As  to  the  rate  with  Floyd,  Chamberlin  &  Co.  from  Bingham- 
ton to  local  stations.  The  contract  as  printed,  is  wrong.  The 
16  cents  per  100  pounds  was  their  rate  from  New  York  to 
Binghamton,  and  their  rate  from  Binghamton  to  local  points 
west,  was  the  same  as  the  regular  schedule  rates  from  New 
York  to  these  points. 

As  to  the  rate  with  Irion  Cliff  Co.  from  Buffalo  to  Bing- 
hamton on  pig  iron.  This  rate  was  made  with  the  understand- 
ing that  the  iron  would  be  loaded  in  returning  coal  cars,  which 
would  otherwise  go  east  empty,  and  was  considered  a  fair  rate 
under  the  circumstances. 

As  to  the  rates  with  M.  W.  Bosworth  &  Co.  on  buckwheat 
flour,  from  Binghamton  to  points  in  the  west.  These  rates 
were  made  necessary  in  order  to  allow  shipments  of  this  class 
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of  property  to  the  west,  and  was  not  special  to  Bosworth,  but 
was  open  to  any  shipper  of  that  class  of  property. 

As  to  the  rate  with  E.  B.  Parsons  from  Elmira  to  Jersey 
City,  on  malt.  It  was  the  current  rate  at  the  time,  and  was 
only  applicable  for  certain  shipments  which  were  made  at  the 
time. 

As  to  the  rate  with  W.  N.  Brockway,  from  Elmira  to  all 
stations  west  on  wagons,  making  them  first  class  rate.  This 
is  the  class  in  which  such  shipments  are  now  placed  by  most 
of  the  railroads. 

As  to  the  rate  with  the  National  Tube  Works  of  Brad- 
ford, Pa. 

(Reasons  not  given.} 

As  to  the  rates  with  J.  P.  Killgour  and  others.  These 
rates  were  considered  necessary,  in  order  to  develop  this 
business  upon  the  line  of  our  road,  in  competition  with  the 
stone  quarried  at  points  along  the  North  river,  and  also  on 
the  line  of  the  New  York  &  Oswego  Midland  Railroad. 

As  to  the  rates  with  G.  W.  Boynton,  from  Jersey  City 
west,  on  drain  tile.  These  rates  were  made  necessary  in 
order  to  permit  the  shipments  being  made,  and  as  we  desired 
to  see  Orange  County  well  drained,  the  rates  were  considered 
necessarv,  or  they  would  not  have  been  made. 

As  to  the  rates  with  the  Winton  Manufacturing  Company, 
from  Binghamton  to  all  stations,  we  considered  second  class 
rates  as  all  that  should  be  charged. 

As  to  the  rate  with  E.  T.  Watkins,  from  Kanona  to  New- 
burgh,  the  rate  was  necessary  in  order  to  be  proportionate  with 
rates  from  competitive  points  west. 

As  to  the  rate  with  B.  Westlake,  from  Elmira  to  Andover, 
unless  we  had  made  the  rate,  the  party  could  not  have  made 
the  bricks  and  shipped  them. 

As  to  the  rate  with  the  Woodruff  Paper  Company,  it  was 
considered  necessary  at  the  time  to  encourage  manufacturing. 

As  to  the  rate  with  Walters  &  Co,  from  Jersey  City  to  New- 
ark, it  was  a  special  rate  for  a  special  occasion,  and  is  all  we 
charge  anybody  to  the  same  places. 

As  to  the  rate  with  Ward,  Drum  &  Co.,  from  Waverly  to  New 
York,  in  competition  with  the  Lehigh  Valley  Road,  we  were 
obliged  to  take  their  goods  at  second  class  rates. 

As  to  the  rate  with  R.  D.  Wood  &  Co.,  from  Jersey  City  to 
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Middletown,  this  rate  was  made  by  the  N6W  Jersey  Midland 
Eailroad,  and  we  had  to  meet  the  rate  or  lose  the  business. 

As  to  the  rates  on  flour  from  Buffalo  to  points  east,  these 
were  the  open  published  rates  for  all  shippers,  and  were  not 
considered  special. 

As  to  the  rates  with  Townsend  &  Co.,  these  rates  were  made 
in  competition  with  the  N.  Y.  C.  Eailroad. 

As  to  the  rates  with  Upright  &  Curtis,  we  considered  that 
rags  in  bales,  in  car  loads  would  not  stand,  more  than  fourth 
class  rate,  and  in  less  than  car  loads,  third  class  rate  ;  conse- 
quently, we  made  these  rates. 

As  to  the  rates  with  the  Union  Manufacturing  Company  and 
with  the  Union  Bolt  Works,  we  were  compelled  to  make  these 
rates  in  competition  with  the  D.  L.  &  W.  Eailroad. 

As  to  the  rates  on  salt  with  the  U.  I.  &  E.  Eailroad,  from 
Elmira  to  all  points  west  of  Corning,  this  rate  was  considered 
necessary  to  move  the  traffic,  and  was  an  open  rate  to  all 
shippers. 

As  to  the  rate  with  E.  T.  Jones,  Honesdale  to  New  York. 
The  rate  was  necessary  in  order  to  enable  him  to  compete 
with  the  eastern  manufacturers. 

As  to  the  rates  with  Ely  Wheeler,  from  Elmira  to  points 
west  on  pig  iron.  These  rates  were  decided  to  be  the  highest 
that  the  traffic,  in  its  then  depressed  state,  would  permit. 

As  to  the  rates  with  Walker  &  Lathrop.  The  same  rate 
as  made  from  Elmira. 

As  to  the  rate  with  C.  G.  Juliand  from  Binghamton  to 
Goshen,  on  cattle.  As  the  cattle  had  already  been  shipped 
from  Buffalo  to  Binghamton,  over  our  road,  we  deemed  that 
rate  a  fair  one  under  the  circumstances. 

As  to  the  rate  with  E.  W.  Kemp.  Twenty  cents  being  the 
regular  fourth  class  rate,  we  considered  it  in  car  load  lots  nec- 
essary. 

As  to  the  rates  with  Kerbs  &  Speers,  on  pig  iron.  The 
rate  was  made  by  the  S.  G.  &  C.  E.  E.  via  the  N.  Y.  C.  E.  E., 
and  by  the  Northern  Central,  and  was  therefore  made  neces- 
sary by  us. 

As  to  the  rate  with  A.  Kenyon  &  Co.,  on  coal.  At  that 
time  that  was  the  open  rate  in  return  box  cars. 

As  to  the  rates  with  H.  Krenrich,  from  New  York  to  Oallicoon. 
This  party  lives  at  Dansville,  midway  between  our  road  and 
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the  New  York  &  Oswego  Midland  Railroad,  and  these  rates, 
are  tlfe  rates  made  them  by  that  road. 

As  to  the  rates  with  N.  B.  Keeney  &  Son.  These  are  the 
same  as  made  by  the  N.  Y.  C.  R.  R. 

As  to  the  rates  on  blue  stone  with  J.  F.  Killgour.  These 
rates  were  necessary  to  permit  competition  with  stone  quar- 
ried at  or  near  the  points  named  in  the  contract. 

As  to  the  rate  with  H.  Krenrich.  This  rate  was  in  exist- 
ence at  the  time  from  points  west  of  Callicoon,  and  was  open 
for  any  shipper. 

As  to  the  rates  with  the  Kenwood  Manufacturing  Co.,  Al- 
bany.    The  same  rates  as  made  by  the  N.  Y.  0.  R.  R. 

As  to  the  rates  with  Kerbs  &  Speers.     Explanation   above. 

As  to  the  rate  with  H.  Krenrich.     Explanation  above. 

As  to  the  rates  with  A.  0.  Cressman.  Same  rates  as  offered 
by  the  New  York  &  Oswego  Midland  Railroad. 

As  to  the  rates  with  the  Cayuga  W.  &  E.  Company.  It 
was  considered  that  the  rates  were  necessary  to  place  them 
upon  an  equal  footing  with  other  manufacturers  in  other  parts 
of  the  country. 

As  to  the  rates  with  the  Cattaraugus  Fruit  Packing  Com- 
pany. We  were  satisfied  that  the  property  would  not  stand 
any  higher  rate. 

As  to  the  rates  with  Crosby  &  Son,  Paterson.  Same  rates 
as  made  by  the  Delaware,  Lackawanna  &  Western  Railroad. 

As  to  the  rate  with  the  Standard  Oil  Company,  Carbondale 
to  Milwaukee.  The  rate  was  deemed  a  fair  one,  and  inasmuch 
as  we  had  the  transportation  of  the  crude  oil  from  the  oil  re- 
gions to  Carbondale. 

As  to  the  rate  with  A.  Campbell  &  Co.  and  J.  R.  Wilmoth, 
and  the  following  names  in  the  list,  with  the  exception  of 
Smith  &  Lapham. 

The  rates  were  made  by  competing  lines,  and  necessitated 
our  making  the  rates  or  losing  the  traffic.  Smith  &  Lapham's 
rate  was  made  prior  to  the  pool,  and  was  for  two  years ;  it  ex- 
pired June  last  and  has  not  been  renewed. 

By  the  Chaieman  : 

Q.  How  many  special  rates  have  you  got  in  force  on  your 
road  to-day  ?     A.I  cannot  tell. 
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Q.  About  how  many  ?  A.  We  might  have  perhaps  a  hun- 
dred to  a  hundred  and  fifty. 

Q.  Haven't  you  got  a  great  many  more  than  that  ?  A.  I 
think  not. 

Q.  What  do  you  understand  by  a  special  rate  ?  A.  A  rate 
that  is  asked  for  by  a  special  party  that  may  be  at  variance 
with  our  regular  printed  local  tariff  rate. 

Q.  I  understand  you  to  say  that  the  number  of  special  rates 
in  force  upon  your  road  to-day  will  not  exceed  150 ;  do  you 
mean  by  that,  time  contracts  ?  A.  No ;  we  have  no  time  con- 
tracts. 

Q.  You  have  no  special  rates  except  such  as  are  given  at 
the  time  ?  A.  Terminable  at  notice ;  very  rarely  we  make  a 
rate  to  perhaps  cover  a  certain  shipment  that  might  take  a 
week  or  two  weeks,  and  perhaps  a  month  at  times. 

Q.  Don't  you  make  a  good  many  special  contracts  for  a 
specified  period  of  time  ?     A.  No. 

Q.  Not  any  ?     A.  Very  rarely. 

Q.  Don't  you  make  contracts  terminable  at  your  option, 
which  are  permitted,  nevertheless,  to  continue  in  force  for  a 
long  period  of  time  ?     A.  Yes,  sir. 

Q.  Is  that  what  you  mean  when  you  say  there  are  probably 
a  hundred  and  fifty  in  force  ?    A.  Yes,  sir. 

Q.  How  many  special  contracts  were  there  in  those  books 
examined  by  the  Committee,  from  which  this  Exhibit  No.  1  is 
an  abstract?  A.  I  don't  know  how  many  there  was  of  live  con- 
tracts ;  there  were  a  great  many  in  those  books  that  had  ex- 
pired, and,  possibly,  had  been  abrogated,  and  not  marked,  but 
I  couldn't  tell  how  many  there  were  that  would  show  in  those 
books. 

Q.  There  were  four  or  five  thousand,  were  there  not '?  A. 
Oh,  no. 

Q.  How  ui'-my  were  there  ?     A.  Oh,  I  don't  know. 

Q.  Not  approximately  ?    A.  No,  I  couldn't  tell. 

Q.  Were  there  3,000?  A.  No,  I  think  not  anywhere  near 
that. 

Q.  DidD't  you  estimate  the  number  of  them  in  your  other 
testimony  ?     A.  No,  I  think  not. 

Q.  I  am  under  the  impression  you  did  ;  were  there  2,000  ? 
A.  I  couldn't  tell. 

Q.  What  period  of  time  did  those  books  cover?    A.  That 
17 
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I  don't  remember ;  we  use  a  book  until  it  is  full,  and  then  use 
another  one. 

Q.  Now,  you  grant  special  contracts  for  special  shipments 
as  you  have  testified,  and  as  Mr.  Blanchard  has  testified,  every 
day,  do  you  not  ?  A.  Well,  owing  to  the  fact  that  our  local 
tariff  book  was  made  in  1865,  we  are  obliged  to  make  rates  which 
deviate  from  the  rates  laid  down  in  that  book  day  by  day. 

Q.  Do  you  mean  to  be  understood  that  these  rates  that  you 
make  every  day  in  connection  with  these  c^her  rates  which 
may  be  terminated  at  option,  do  not  exceed  ai  hundred  and  fifty  ? 
A.  I  do  not  think  they  will;  we  have  got  them  cut  do^n  ;  we 
have  been  at  work  for  three  or  four  years  cutting  down  our 
special  rates  so  as  to  have  just  as  few  as  possible;  for  in- 
stance, in  this  way:  you  might'take  our  local  tariff  book,  and 
from  it  you  want  to  find  what  the  rate  on  grain  was  from  a 
point  on  the  Rochester  Division  to  New  York  ;  that  local  tariff 
book  strictly  may  tell  you  that  the  rate  is  30  cents  a  hundred 
pounds,  whereas  our  tariff  from  the  whole  division  is  17 J 
cents ;  that  is  the  tariff  rate  given  to  every  station,  which  is 
charged  to  every  one,  and  nobody  has  anything  off  from  it ; 
that  is  at  variance  with  our  local  tariff  book  proper,  but  at  the 
same  time  I  do  not  call  that  a  special  rate,  because  it  is  an  open 
rate  given  to  the  entire  division  from  one  end  of  it  to  the  other  ; 
that  is,  perhaps,  half  what  our  local  tariff  rate  would  make  the 
rate  on  that  article;  we  do  not  make  special  rates  where  we  can 
avoid  it ;  we  try  to  make  them  so  that  they  are  entirely  satis- 
factory to  all  the  parties  in  the  vicinity. 

By  Mr.  Stepne  : 

Q.  Since  you  have  been  connected  with  the  Erie  Railway 
the  policy  of  giving  special  rates  has  been  considerably 
changed,  hasn't  it  ?  A.  We  have  endeavored  to  do  away  with 
them  as  far  as  possible. 

Q.  In  that  respect  the  policy  has  changed '?  A.  I  don't 
know  what  the  policy  was  prior  to  my  going  there. 

Q.  When  you  came  there  what  was  the  policy — to  do  away 
with  them  or  retain  them?  A.  To  do  away  with  special  rates 
has  been  our  object  ever  since  I  have  been  with  the  company. 

Q.  You  found  a  good  many  more  special  rates  when  you  came 
there  than  there  was  a  year  after  you  were  there,  did  you  not  ? 
A.  Yes,  sir ;  I  think  we  have  decreased  tlqpm  every  year  since ; 
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Mr.  Blanchard  stated  that  when  ho  came  with  the  company 
the  year  before  I  came.  • 

Q.  You  undertook  to  give  reasons  for  the  various  special 
rates  that  are  contained  in  this  Exhibit  No.  1,  in  these  answers  ? 
A.  Yes,  sir. 

Y.  Did  you  uudertake  to  give  a  reason  for  every  one  of 
them  ?  A.  Yes,  sir ;  I  think  you  will  find  them  all  explained 
in  one  way  or  another. 

Q.  Now,  every  rate  wherein  there  is  a  difference  from  the 
schedule  rate,  is  attempted  to  be  explained  by  your  answers  ? 
A.  Yes,  sir,  I  believe  so. 

Q.  When  did  you  make  an  investigation  into  the  reasons  of 
these  special  rates  V  A.  To  provide  for  this  particular  paper 
I  made  it  at  the  judge's  request— a  written  report. 

Q.  What  did  you  consult  for  the  purpose  of  making  up  this 
report  on  these  special  rates  ?  A.  I  consulted  my  memory, 
and  my  assistant's  memory ;  I  took  up  each  special  stated 
rate  in  that  exhibit,'  and  investigated,  as  far  as  I  could,  every 
reason  that  governs  ;  I  tried  to  refresh  my  memory,  to  know 
why  that  was  done  ;  with  the  assistance  of  my  assistant,  who 
attends  to  the  detail  of  issuing  these  rates,  I  mada  that  written 
report. 

Q.  Do  you  know  now  from  memory  what  business  Mr. 
Wormlay  is  engaged  in,  and  where  he  is  ?  A.  No,  I  would 
not. 

Q.  Therefore,  if  I  were  to  ask  you,  "  Why  did  you  give  Mr. 
Wormlay  a  special  rate,"  you  could  not  even  tell  me  where  he 
resides,  what  his  business  is,  and  what  the  reason  is  ?  A.  I 
would  not  undertake  to  tell ;  I  don't  keep  that  in  my  mind. 

Q.  Then,  if  I  was  to  put  the  same  question  to  you  as  to  Mr. 
Taft  ?     A.  I  would  not  undertake  to  as  to  any. 

Q.  You  would  not  undertake  as  to  a  single  one  ?  A.  Oh,  I 
might  as  to  a  single  one. 

Q.  As  to  the  bulk  of  these,,  then,  you  would  not  undertake 
now  to  tell  me  who  the  person  is,  what  his  business  is,  or  the 
reason  that  governed  you  in  the  bulk  of  these  ?  A.  I  could 
a  great  many  of  them. 

Q.  How  long  is  it  since  you  prepared  this  statement  ?  A. 
Oh,  I  should  think  two  weeks — three  weeks. 

Q.  Who  wrote  it  out  for  you  ?  A.  I  dictated  it  to  my  secre- 
tary. 
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Q.  Then  it  is  your  work  substantially.  A.  Yes,  sir ;  en- 
tirely. 

Q.  Then,  was  your  memory,  two  weeks  ago,  upon  the  reasons 
better  than  it  is  now  ?  A.  No,  sir  ;  I  can  give  you  the  reasons 
for  every  one  of  them  by  reference  to  my  office. 

Q.  The  way  that  you  arrived  at  the  reasons  was  by  a  special 
investigation  into  each  case  made  then,  at  the  time  you  pre- 
pared this  report  ?    A.  Yes,  sir. 

Q.  Now,  have  you  in  your  office  any  book  or  books  wherein 
the  reasons  which  governed  you  as  to  the  making  of  these 
special  rates  are  set  forth?     A.  No,  sir. 

Q.  Have  you  any  book  or  books  wherein  the  correspond- 
ence which  induced  you  to  make  the  special  rates  is  contained 
— which  has  copies  of  letters  written  ?  A.  If  you  will  give  me 
the  name  of  the  party,  the  place  where  he  resides,  and  his 
business,  I  can  in  almost  every  instance  there  give  you  the 
reasons  ;  I  do  not  pretend  to  remember  the  name  of  every 
local  shipper  on  the  line  of  our  road. 

Q.  Nor  thei  reasons  which  governed  you  in  reference  to 
making  the  rates  ?  A.  No,  sir ;  I  don't  pretend  to  keep  it  in 
my  mind  ;  I  can  refresh  my  memory  in  every  instance  at  my 
office  and  tell  you  the  reason. 

Q.  A  great  many  of  these  special  rates  that  were  given  over 
your  road  were  given  by  people  who  had  control  of  the  freight 
departments  of  other  railways  ?  A.  I  don't  know  what  you 
mean. 

Q.  Well,  take  the  traffic  manager  of  the.  Atlantic  &  Great 
Western;  what  is  his  name?  A.  The  general  freight  agent  is 
Mr.  Cochran ;  there  is  no  traffic  manager  of  that  road. 

Q.  Suppose  Mr.  Cochran  proposes  to  give  a  special  rate 
from  Dayton  to  Elmira  ;  such  cases  occur,  dou't  they  ?  A. 
They  certainly  might. 

Q.  Then  he  gives  a  special  rate  on  his  road,  and  gives  a 
special  rate  on  yours,  doesn't  he?  A.  No,  sir,  he  does  not ;  he 
has  no  authority  to  make  a  rate  over  our  road  nor  any  one 
else. 

Q.  And  he  writes  or  telegraphs  you,  "  I  have  reasons  for 
giving  John  Smith  of  Dayton  a  special  rate  to  Elmira  ;  will 
you  acquiesce  in  taking  your  pro  rata  of  the  special  rate  ?'* 
what  do  you  say  to  that  ?  A.  It  depends  upon  what  the  busi- 
ness was — all  about  it ;  I  should  have  to  know  all  about  what 
the  case  was. 
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Q.  Well,  now,  what  cases  are  there  in  which  you  acquiesce 
in  the  rate  that  is  thus  made  for  you?  A.  I  should  have  to 
know  all  about  it— just  what  tlie  kind  of  property  is  to  be 
shipped  and  all  about  it — and  what  is  required. 

Q.  What  rule  have  you  about  it? 

By  Mr.  Terky  : 

Q.  You  mean  you  do  not  acquiesce  in  any  case  without 
knowing  the  facts  ?     A.  Not  at  all. 

By  Mr.  Steene  : 

Q.  What  are  the  facts  that  induce  you  to  acquiesce  ?  A.  I 
can't  tell  without  knowing  the  case. 

Q.  Suppose  we  were  to  say  that  this  manufacturer  has  a  large 
order  from  an  Elmira  house  for  stoves — this  is  a  stove  manu- 
factuier  in  L>ayton  ;  the  goods  cannot  be  moved  unless  he  has  a 
special  rate  to  Elmira,  and  he  shows  you,  that  otherwise  the 
goods  will  go  over  the  New  York  Central  to  Elmira  from  Troy; 
now  is  that  a  case  which  appeals  to  your  sense,  as  a  railway 
traffic  manager,  wherein  a  special  rate  ought  to  be  given  so  as 
to  enable  those  goods  to  be  moved?  A.  Do  youjwant  to  make 
a  special  case  of  the  article  of  stoves  ? 

Q.  I  take  that  as  one  of  a  thousaud  articles  that  might  oc- 
cur? A.  Just  now  we  would  not  make  any  special  rates  for 
the  reason  that  we  cannot  furnish  cars. 

Q.  That  is  a  special  reason  ?  A.  That  would  come  into  the 
case  just  now. 

Q.  Now,  assuming  the  conditions  to  be  as  they  were  last 
year,  and  you  had  not  any  surplus  of  traffic,  and  the  case  that 
I  have  put  to  you  was  just  to  put  you  in  that  shape— Jones 
&  Co.  have  a  stove  factory  at  Dayton,  Ohio;  they  have  an 
order  from  a  jobber  at  Elmira  for  a  certain  number  of  stoves, 
provided  they  can  be  put  down  at  Elmira  at  as  low  a  rate  as 
they  can  get  to  Elmira  from  Troy  the  same  class  of  stoves  ; 
now,  he  says  "  these  goods  can  not  be  moved  unless  you  give 
me  a  special  rate,  and  put  the  Dayton  manufacturer  upon  a 
level  with  the  Troy  manufacturer?"  A.  I  couldn't  tell  until  I 
had  investigated  what  the  condition  of  affairs  was. 

Q.  Suppose  you  found  it  to  be  true  that  that  condition  pre- 
vailed, and  that  the  Dayton  man  could  not  sell  Elmira  unless 
you  gave  him  a  special  rate  ?     A.  Suppose  I  found    that  the 
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stove  traffic  at  Elmira  was  entirely  from  Troy}  and  that  we 
were  not  getting  any  stove  traffic,  if  by  making  a  special  rate 
we  could  get  some  stove  traffic  and  we  were  in  condition  that 
we  wanted  the  business ;  of  course  I  would  take  into  con- 
sideration the  making  of  a  special  rate. 

Q.  And  thus  you  would  opeu  Elmira  on  the  line  of  your 
road  to  this  stove  manufacturer  at  Dayton,  wouldn't  you  ?  A. 
I  should  be  apt  to  if  that  was  the  only  point  I  could  get  stoves 
from. 

Q.  There  are  many  cases  of  that  kind  ?  A.  There  are  not 
many  such  cases  as  you  have  mentioned,  really. 

Q.  Throughout  this  statement,  as  I  have  been  able  to  look 
at  it  in  the  last  five  minutes,  I  find  that  you  have  stated  that 
this  or  that  special  rate  was  given  to  enable  a  particular  man 
to  enter  into  competition  with  somebody  situated  somewhere 
else  ?  A.  Yes ;  but  we  always,  in  doing  that,  try  to  protect  the 
manufacturers  on  the  line  of  our  own  road ;  I  wouldn't  look  to 
Dayton ;  if  I  could  find  a  man  manufacturing  stoves  on  the 
line  of  our  road  that  could  furnish  stoves  to  Elmira,  I  would 
give  him  a  special  rate  and  deny  it  to  the  man  at  Dayton. 

Q.  "Would  you  ?    A.  Yes,  sir. 

Q.  Even  if  you  foimd  that  the  railway  company  from  Dun- 
kirk to  Elmira  would  make  a  great  deal  more  money  than  it 
would  from  your  local  stove  manufacturer  ?  A.  No,  probably 
not ;  it  is  hardly  a  supposable  case,  though. 

Q.  Why  not  ?  Suppose  there  was  a  small  stove  manufactory 
on  the  line  of  your  road  that  distributed  its  stoves  only  within  a 
certain  radius,  and  there  was  a  large  manufacturer  at  Dayton 
who  would  send  his  goods  along  the  line  of  your  road,  and 
give  you  the  benefit  of  the  whole  haul  all  the  way  from  Sala- 
manca down  to  Paterson,  wouldn't  you,  under  these  circum- 
stances, give  to  the  Dayton  man  a  better  rate  for  the  benefit  of 
your  road  than  to  that  local  man  ?  A.  Well,  sir,  it  would 
depend  altogether  upon  circumstances  ;  it  might  be  at  a  time 
when  our  through  traffic,  east  bound,  is  almost  always  heavier 
than  it  is  west ;  cars  are  running  loaded,  as  a  rule,  the  whole 
length  of  the  road ;  if  there  was  a  manufacturer  of  stoves 
located  on  the  Erie,  midway  between  here  and  Salamanca,  I 
would  endeavor  to  encourage  him. 

Q.  Even  at  the  expense  of  the  revenue  of  your  road  ?  A. 
No ;  not  at  the  expense  of  the  revenue  of  the  road. 
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Q.  Therefore,  if  there  was  a  manufacturer  at  Dayton  asking 
for  a  special  rate,  whose  special  rate  would  yield  to  your  cor- 
poration a  larger  revenue  than  the  manufacturer  along  the 
line  of  your  road,  all  other  things  being  equal,  you  would 
prefer  the  man  at  Dayton  for  the  interest  of  your  road?  A. 
As  a  rule,  yes. 

Q.  Do  you  in  every  instance  ask  for  the  reasons,  or  get  the 
reasons,  where  special  rates  are  made,  by  persons  other  than 
yourself?  A.  Why,  certainly ;  we  never  make  a  special  rate 
in  the  world  without  inquiring  fully  into  it. 

Q.  Tou  undertook  to  say  that,  as  to  the  twelve  firms  located 
at  Binghamton,  the  special  rates  given  them  were  made  neces- 
sary by  the  rates  offerer!  these  parties  by  the  Delaware,  Lacka- 
wanna &  Western  Railroads  between  tli9  same  points ;  are 
there  but  twelve  firms  at  Binghamton  ?     A.  More  than  that. 

Q.  There  are  a  good  many  more,  aren't  there  ?     A.  Yes. 

Q.  Wasn't  everybody  at  Binghamton  placed  at  a  disad- 
vantage, then,  over  your  line,  as  compared  with  the  Delaware, 
Lackawanna  &  Western  ?    A.  How  is  that ;  I  don't  get  that. 

Q.  You  give  to  twelve  firms  at  Binghamton  a  .special  rate 
for  the  purpose  of  meeting  the  competition  of  the  Delaware, 
Lackawanna  &  Western  at  that  point ;  why  didn't  you  reduce 
your  general  rate  *o  that  point  so  as  to  meet  that  competi- 
tion ?  A.  The  special  rates  that  are  given  to  Binghamton  I  be- 
lieve are  to  large  jobbing  houses  entirely,  who  distribute  their 
goods  from  Binghamton  to  points  on  the  line  of  our  road,  and 
the  special  rates  are  not  necessary  to  the  smaller  retail  houses ; 
not  asked  for  by  them,  and  not  expected  ;  what  made  it  neces- 
sary— these  special  rates — was  the  determined  effort  on  the 
part  of  the  Delaware  &  Lackawanna  Road  to  take  these  firms 
away  from  us,  they  being  the  largest  shippers  and  jobbers. 

Q.  What  evidence  had  you  before  you  that  the  Delaware, 
Lackawanna  &  Western  Railroad  had  made  an  effort  to  get 
those  firms  from  you  ?  A.  The  evidence  of  our  agent  at  Bing- 
hamton, and  representations  made  by  these  firms. 

Q.  The  representations  made  by  those  firms  may  not  have 
been  true  ?     A.  Certainly. 

Q.  The  statement  made  to  you  by  your  local  agent  at  Bing- 
hamton may  not  had  been  true  ?  A.  As  far  as  I  knew,  it  was 
true. 

Q.  But  assuming  the  combination  between  these  local,  fir ina 
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and  your  agent  at  Biughamton?  A.  It  is  not  supposable  ,  or 
assumable. 

Q.  It  is  possible?     A.  No,  it  is  not  possible. 

Q.  It  is  not  possible  ?  A.  No ;  I  don't  think  it  is ;  if  you 
knew  our  agent  at  Binghamton,  you  would  not  think  so  ;  I 
don't  think  it  is  fair  to  make  any  such  case  as  that. 

Q.  Assuming,  instead  of  having  an  entirely  honest  man,  that 
you  had  a  knave  at  any  particular  point  along  the  line  of  your 
road,  could  not  he  under  this  system  of  giving  special  rates, 
in  combination  with  merchants  for  those  rates,  get  an  advant- 
age for  those  merchants  which  he  could  divide  with  them  ?  A. 
I  dou't  know  what  he  could  do. 

Q.  Which  he  could  not  do,  if  you  held  him  strictly  to  the 
tariff  rate,  whatever  that  might  be  ?  A.  If  he  were  to  be  held 
strictly  to  the  tariff  rate,  there  would  not  be  any  special  rate. 

Q.  You  say  that  tariff  was  made  in  186-t  ?     A.  Local  tariff. 

Q.  Do  you  mean  to  say  that  the  tariff  rates  as  made  in  1865, 
are  in  the  main,  still  maintained  ?     A.  On  the  line  of  our  road  ? 

Q.   Yes.     A.  Oh,  no  ;  I  think  not  in  the  main  at  all. 

Q.  Then  it  is  not  the  tariff  made  in  1865  ?  A.  Our  tariff 
book  was  made  in  1865— the  one  that  is  in  use  ;  it  is  the  only 
one  we  have  got. 

Q.  Then  variations  from  that  tariff  book  locally  are  very 
large  ?     A.  Yes,  sir. 

Q.  Then  weren't  you  in  error  when  you  stated  to  the  Chair- 
man that  the  number  of  your  special  rates  was  very  little  ?  A. 
No,  sir ;  because  I  stated  to  him  an  instance  where  our  rate 
from  the  Rochester  division,  on  grain,  for  instance,  was  about 
half  what  our  local  tariff  book  would  make  it ;  that  I  cannot 
call  a  special  rate ;  it  is  not  a  special  rate. 

Q.  Then  there  are  a  great  many  instances  where  your 
open  rates  vary  very  largely  from  your  book  rates  ?  A.  Yes, 
sir  ;  the  only  reason  we  have  not  a  new  local  tariff  book  is,  be- 
cause I  have  not  had  time  to  get  one  up. 

Q.  Those  variations  are  not  printed  to  be  circulated  ?  A. 
They  are  not  printed  ;  they  are  sent  to  every  station,  so  that 
every  station  has  them ;  as  stated,  the  rate  on  grain  on  the 
Rochester  division  is  17g  cents — I  believe  it  is  17J  —and  that 
rate  applies  to  every  car  load  of  grain  that  is  shipped  from  that 
division,  no  matter  who  ships  it,  or  to  whom  it  is  consigned  in 
New  York, 
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Q.  Were  not  a  great  many  of  these  special  rates  given  to 
people  and  firms  under  conditions,  which  you  never  really 
knew  anything  about,  until  you  made  this  investigation  at  the 
instance  of  Judge  Shipman  ?     A.  No. 

Q.  That  is,  your   subordinate A.  He   never  makes  a 

special  rate  without  coming  to  me ;  I  rely  upon  statements 
made  by  him ;  certainly,  I  could  not  undertake  to  attend  to 
the  whole  business  of  the  freight  office,  alone. 

Q.  As  a  matter  of  fact,  isn't  it  true  that  a  majority  of  these 
cases  were  cases  where  the  reasons  which  actuated  the  giving 
of  the  rate  passed  really  through  the  mind  of  your  subordi- 
nate and  not  through  your  own  ?  A.  They  are  all  given  to  me 
at  the  time  the  rate  is  decided  upon ;  the  reasons  were  pre- 
sented to  me  by  my  assistant,  Mr.  Low,  if  it  does  not  come  to 
me  direct. 

Q.  Are  in  every  instance,  the  actual  reasons  given  you  before 
the  rate  is"  made  ?  A.  Certainly ;  if  a  man  comes  into  my 
office  to-day  and  wants  to  see  me,  and  insists  on  seeing  me 
personally,  I  refer  him  to  Mr.  Low  to  go  over  the  details  with 
him,  and  then  have  Mr.  Low  make  a  report  to  me. 

•Q.  Does'  he  make  a  written  report  ?     A.  No. 

Q.  He  makes  a  verbal  report  and  he  says,  "  this  man  ought 
to  get  a  special  rate." 

Q.  And  he  states  to  you  what  his  reasons  are?  A.  Cer- 
tainly. 

Q.  He  don't  lay  before  you  the  facts  that  are  laid  before 
him  ?  A.  Of  course  he  doesn't  detail  the  whole  conversation, 
but  he  condenses. 

Q.  He  gives  you  the  reasons  that  actuate  him  ?  A.  Cer- 
tainly. 

Q.  And  you  acquiesce  or  refuse  to  acquiesce  in  the  validity 
of  those  reasons  ?     A.  Certainly. 

Q.  Now,  you  say  Sheldon  &  Co.,  from  Owego  to  Binghamton, 
are  manufacturers  of  axles  at  Auburn,  and  to  induce  ship- 
ment from  Auburn  to  Binghamton  via  Owego,  in  compe- 
tition with  the  N.  Y.  C.  E.  B.  and  the  D.  L.  & 
W.  B.  B.  via  Syracuse,  you  were  compelled  to  make  a 
special  rate  to  Sheldon  &  Co. ;  do  you  mean  to  say  that 
Sheldon  &  Co.  could  not  have  manufactured  axles  and  have 
moved  them  at  your  local  tariff  rate?  A.  No,  sir;  I  don't 
mean  to  say  that ;  with  Sheldon  &  Co.,  they  have  two  routes 
lb 
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to  get  to  Binghamton  ;  they  can  ship  to  Syracuse  and  down 
over  the  D.  L.  &  W.  to  Binghaniton ;  the  rate  made  to  them 
was  made  more  at  the  request  of  the  Southern  Central  Read 
to  bring  the  property  down  to  Owego ;  and  it  was  the  repre- 
sentation made  by  them,  and  statements  as  to  the  rates  they 
were  charging  from  Auburn  via  Syracuse  that  decided  us  upon 
making  that  rate. 

Q.  Then  this  making  the  rate  was  no  benefit  to  them,  but  a 
benefit  to  your  road  ?  A.  That  is  all  ;  they  could  get  the 
same  rate  the  other  way. 

Q.  They  did  not  reach  any  new  market  by  this  rate,  but  you 
got  the  business?     A.  Yes. 

Q.  So  this  was  not  a  protective  rate  for  them  ?  A.  Except 
that  it  might  have  been — I  don't  know  that ;  it  might  have 
been  a  necessnry  rate ;  at  any  rate  it  was  the  rate  that  they 
obtained  via  Syracuse  ;  we  had  to  make  the  same  rate  or  let 
it  go  by  byracuse. 

Q.  That  was  a  special  rate  that  you  made  to  capture  that 
business?     A.  Yes,  sir. 

Q.  Now,  to  Wm.  Crawford  the  rate  was  '25  cents  upon 
cheese  from  Cameron  Mills  to  New  "Sork  ;  that  is  on'e  of  those 
rates  that  you  speak  of  as  being  open  to  everybody  ?  A.  Yes, 
the  local  tariff  rate  would  probably  be  50  cents  a  hundred. 

Q.  Now,  you  made  a  rate  with  the  Wiard  Plow  Company 
upon  pig  iron ;  "  the  rate  was  necessary  in  order  to  make 
shipments  of  iron  ; "  you  made  that  rate  to  enable  the  goods 
to  be  moved,  as  you  call  it?      A.  That  was  the  pig  iron  rate. 

Q.  Yes ;  suppose  you  hadn't  made  that  rate,  what  would 
have  been  the  consequence '?  A.  I  suppose  we  would  not  have 
got  the  business  ;  where  are  they  located,  I  don't  remember  ? 

Q.  They  are  a  Plow  Company,  "  Greenwood  to  Batavia,  Pig 
Iron,  Car  loads?  "     A.  They  manufactured  plows  at  Batavia  ? 

Q.  They  have  a  factory  at  Batavia  ;  you  made  them  a  spe- 
cial rate  on  pig  iron  ?  A.  From  Greenwood  ;  that  is  a  fur- 
nace on  our  road. 

Q.  If  you  hadn't  made  that  special  rate,  do  you  mean  to 
say  that  the  iron  would  not  have  been  moved  ?     A.  Yes,  sir. 

Q.  They  would  have  «ot  their  iron  elsewhere  ?     A.  Yes,  sir. 

Q.  Why  don't  you  then  reduce  your  tariff  on  iron  so  as  to 
enable  all  iron  to  move  along  your  road  ?     A.  We  do. 
,  Q.  Then  you  want  application  to  be  made  to  you  for  the 
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purpose  of  moving  iron  ?  A.  In  certain  cases — not  always ; 
we  have  lately  fixed  a  rate  on  pig  iron  from  New  York  through 
to  Buffalo,  and  points  in  the  West ;  that  is  the  rate  that  we  are 
living  up  to. 

Q.  And  you  find  that  iron  moves  at  that  rate  ?  A.  Yes, 
sir. 

Q.  Wouldn't  that  have  been  just  as  good  two  years  ago  as 
it  is  now — that  charge?     A.  No,  sir. 

Q.  Why  not  ?  A.  Because  there  was  no  pig  iron  being 
shipped  from  the  seaboard  two  years  ago,  I  guess ;  the  iron 
industry  has  just  started  up  within  three  or  four  months. 

Q.  Now,  you  gave  David  Decker  a  rate  for  the  purpose  of 
enabling  him  to  compete  with  tanners  located  at  Elmira?  A. 
In  regard  to  the  rates  to  tanners,  we  have  a  great  many  on  the 
line  of  our  road,  and  we  have  endeavored  to  make  them  such 
rates  on  their  bark,  and  their  shipments  of  hides  in  both  direc- 
tions, as  to  keep  them  running  and  put  them  all  on,  as  near  a 
parity  as  possible  -endeavored  to  satisfy  them,  and  at  the 
same  time  get  the  best  revenue  we  could,  and  put  them  all  so 
that  they  could  compete  fairly  with  each  other. 

Q.  Do  you  mean  to  say  that  you  disregarded  distance  in 
the  rate  to  them  ?  A.  No,  sir ;  we  have  to  consider  distance  ; 
we  have  to  consider  in  some  instances  the  location  of  a  tan- 
nery ;  tanneries  that  were  located  several  years  ago  perhaps 
right  in  the  heart  of  a  bark  region,  where  they  got  their  bark 
simply  by  cutting  it,  have  used  up  the  bark  in  their 
vicinity,  and  have  to  transport  their  bark — we  take  that 
into  consideration  in  making  their  rates  ;  some  of  them  are  a 
great  many  miles  from  a  bark  producing  region  to-day,  tan- 
neries that  were  started  a  great  many  years  ago ;  we  have  to 
make  them  rates  upon  their  bark  ;  they,  perhaps,  have  to  go 
150  miles  to  ship  their  bark,  and  all  that  has  to  come  into  con- 
sideration when  arranging  rates  with  our  tanneries ;  and  we 
think  we  have  got  our  rates  entirely  satisfactory  to  them  all. 

Q.  In  other  words,  whatever  natural  difficulties  these  tan- 
ners have  to  overcome  in  their  respective  tanneries,  you 
equalize  for  them  in  the  rates  that  you  make  ?  A.  We  try  to 
if  they  are  located  on  the  line  of  our  road. 

Q.  So  that  you  place  the  tanner  who  is  in  the  heart 
of  the  woods  and  the  tanner  who  has  to  get  his  bark  some 
distance  away  as  near  as  possible  upon  a  parity  ?     A.  Yes ;  if 


§644 

you  go  to  the  tanners  upon  our  line  of  road  you  will  find 
them  all  satined. 

Q.  If  you  satisfy  the  tanners  placed  at  a  disadvantage  you 
think  you  also  will  satisfy  the  tanners  placed  at  an  advan- 
tage ?     A.  I  say  I  think  we  have  got  them  all  satisfied. 

Q.  Now  A.  C.  Winter  has  received  a  rate  to  Allendale  f  A. 
In  competition  with  the  New  Jersey  Midland  ? 

Q.  Yes  ?  A.  Yes,  sir ;  they  run  right  along  back  of  Allen- 
dale. 

Q.  Is  A.  C.  Winter  the  only  man  at  Allendale  ?  A.  Well,  I 
guess  he  is  pretty  nearly  the  only  man  ;  there  isn't  many  there 
— that  is,  of  any  account. 

Q.  Are  not  many  there  ?    A.  No,  sir. 

Q.  Don't  you  think  that  the  others  ought  to  be  placed  upon 
an  equality?     A.  Certainly. 

Q.  Have  you  attempted  to  explain  in  this  the  rate  that  was 
given  to  that  one  grocer  up  there  in  Buffalo?  A.  I  don't 
think  we  have  given  a  rate  to  a  grocer  in  Buffalo ;  you  are 
thinking  of  Miller,  Greiner  &  Co.,  I  guess  ;  they  are  not  on  our 
road ;  they  ship  by  the  Central. 

Q.  Have  you  made  any  explanation  of  the  Smith  &  Lapham 
rate?  A.  You  will  see;  what  is  the  number  .of  it?  I  think 
you  will  find  it  expired  last  June. 

Q.  It  expired  last  June?  A.  I  think  it  did;  isn't  the  ex- 
planation there  ? 

Q.  You  are  more  familiar  with  this  paper  than  lam?  A. 
"  Smith  &  Lapham's  rate  was  made  prior  to  the  pool,  and  was 
for  two  years  ;  it  expired  June  last  and  has  not  been  renewed." 

Q.  Now,  what  explanation  have  you  upon  Smith  &  Lapham? 
A.  That  was  made  two  years  ago,  when  we  were  in  lively  com- 
petition with  the  N.  Y.  C.  Road,  before  the  pool  was  formed ; 
we  made  a  great  many  contracts,  and  I  guess  every  merchant 
in  Buffalo  had  a  special  rate  by  one  of  the  three  lines  going  in 
there — the  Pennsylvania,  the  Central,  or  ours  ;  Smith  &  Lap- 
ham were  fortunate  enough  to  have  a  contract  for  two  years, 
which  expired  last  June. 

Q.  Then  in  that  particular  case  it  wasn't  either  to  protect 
his  business  nor  to  get  it  for  your  road  ?  A.  Yes,  it  was  to 
get  it  for  our  road. 

Q.  Wouldn't  it  have  to  go  over  your  road  anyhow?  A.  No, 
sir,  the  New  York  Central  and  the  Empire  Line  by  the  Penn- 
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Bylvania  roads,  were  both  working  as  hard  as  they  could  to 
take  that  entire  Buffalo  business,  and  it  was  only  by  our  going 
an 

Q.  And  offering  a  special  rate  ?    A.  Yes,  sir. 

Q.  How  does  it  happen  that  Smith  &  Lapham  were  the 
only  grocers  in  Buffalo  to  whom  yoa  offered  special  rates? 
A.  They  were  not ;  about  every  grocery  house  in  Buffalo  had 
a  special  rate  by  one  of  the  lines. 

Q.  Speak  for  your  own  line?  A.  I  can't  tell  you  which  ones 
we  had ;  we  had  a  certain  proportion ;  we  had  all  we  could 
get,  I  can  tell  you  .that — all  there  was  left;  the  New  York 
Central  and  Pennsylvania  Roads  were  in  ahead  of  us,  and  very 
nearly  scooped  the  entire  business  of  Buffalo ;  we  had  to  go  in 
and  take  what  was  left  and  we  did. 

Q.  And  you  did  it  by  giving  special  rates?  A.  Yes,  sh  ; 
whatever  rate  we  could  get  them  at. 

Q.  And  the  pool  stopped  that?  A.  Yes,  sir;  hive  no  special 
rates  now  on  through  business,  and  Buffalo  is  considered  a 
through  point. 

Q.  Do  you  find  in  consequence  of  the  pool,  which  stopped 
all  special  rates,  that  your  business  don't  move  any  longer, 
and  that  the  people's  business  dies  off,  and  the  business  of  the 
roads  is  decreased ?  A.  No,  sir;  that  pool  has  had  no  such 
result. 

Q.  And  the  abandonment  of  special  rates  wherever  the  pool 
operated,  has  been  beneficial  upon  business?  A.  Wherever 
the  pool  operated,  yes,  sir. 

Q.  Have  you  given  any  reasons  for  the  special  rates  to 
Kerbs  &  Spiers  on  tobacco  ?     A.  Yes,  I  think  so. 

Q.  Can  you  remember  what  the  reasons  were  now?  A.  Was 
it  tobacco  from  Corning  to  New  York  ? 

Q.  Corning,  Big  Flats  and  Wellsburg?  A.  In  competition 
with  the  N.  Y.  C.  line. 

Q.  That  was  to  get  the  business  for  yourselves  ?    A.  Yes,  sir. 

Q.  You  didn't  care  how  that  affected  other  tobacco  dealers 
along  the  line  of  your  road  ?  A.  Yes,  sir  ;  we  put  them  all  on 
the  same  rates. 

Q.  Which  ones  ?  A.  Every  one  of  them  ;  you  don't  find 
any  tobacco  shippers  there  but  what  had  the  lowest  rate — the 
one  rate ;  that  is  a  business  that  is  shipped  out  in  a  ve.ry  short 
time  ;  there  is  only  a  limited  amount  of  tobacco  raised  in  that 
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section  of  the  country,  and  it  is  generally  shipped  out  in  a 
very  short  time. 

Q:  Then,  you  gave  them  those  special  rates  without  regard 
to  the  volume  of  the  shipment  or  the  regularity  of  the  ship- 
ment?   A.  We  know  what  it  is. 

Q.  You  put  them  all  on  the  same  level,  without  regard  to 
whether  they  ship  large  or  small  quantities  ?  A.  That  tobacco 
business  is  done  by  very  few  people  indeed  ;  there  are  a  cer- 
tain number  of  cases  of  tobacco  shipped  from  there  every 
year  ;  alter  the  Syracuse,  Geneva  &  Corning  Road  was  finished 
— the  Corning  road  to  Geneva — we  had  to  make  what  we  call 
a  special  rate. 

Q.  You  don't  answer  my  question ;  I  ask  vou  whether  or 
not  you  gave  these  special  rates  to  the  other  shippers  after 
having  given  them  to  this  particalar  firm,  without  regard  either 
to  the  regularity  of  their  shipments  or  the  volume  ?  A.  We 
gave  it  to  all  the  tobacco  shippers  from  that  region,  knowing 
the  condition  of  trade,  knowing  there  were  no  small  shipments 
of  a  box  or  two    ;  it  is  all  handled  in  large  quantities. 

Q.  By  car  load  shipments  ?     A.  Yes,  sir. 

Q.  As  to  the  rate  with  McKay  &  Hill,  from  Olean  to  Adi- 
son,  on  lumber  in  car  loads?  A.  I  think  we  have  had  more 
special  rate  on  lumber  in  this  three  or  four  years  than  on 
any  other  article ;  the  lumber  business  has  been  in  a  very  de- 
pressed condition,  and  there  have  been  a  great  many  very  dif- 
ferent reasons  for  making  special  rates,  and  it  has  been  a 
question  with  us  at  times  whether  we  could  afford  to  make 
rates  that  we  felt  that  the  trade  must  have  in  order  to  live, 
and  at  the  same  time  pay  us  anything ;  and  we  have  en- 
deavored to  keep  alive  the  industries  on  our  road. 

Q.  Now,  with  reference  to  the  Woodruff  Paper  Company, 
you  say  here  that  that  was  to  encourage  manufacturing,  and 
in  competition  with  Walters  &  Co.,  in  Jersey  City ;  is  that  it? 
A.  No  ;  Woodruff  &  Co.,  are  at  Niagara  Falls. 

Q.  The  Woodruff  Paper  Company?  A.  The  Woodruff 
Paper  Company  ;  they  manufacture  at  Niagara  Falls  ? 

Q.  What  did  you  give  it  to  them  for?  A.  I  don't  know 
what  that  is ;  we  have  had  special  rates  of  different  kinds  with 
that  firm ;  we  used  to  have  rates  with  them  from  New  York 
to  Niagara ;  whether  that  is  the  first  contract  of  that  kind 
or  not,  I  don't  remember  now,  or  whether  it  is  on  pulp ;  they 
shipped  wood 
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Q.  You  say  it  was  to  encourage  manufacturing  ;  it  was  con- 
sidered necessary  at  the  time  to  encourage  manufacturing?  A. 
That  is,  a  manufactory  on  one  of  our  branches. 

Q.  You  say  you  gave  it  to  them  to  encourage  their  factory  ? 
A.  Yes,  sir. 

By  Mr.  Bianchard  : 

Q.  What  is  that  on  ?     A.  Chemicals  from  New  York. 

By  Mr.  Sterne  : 

Q.  Then  you  consider  it  part  of  your  business  to  encourage 
the  manufacturers  on  the  line  of  your  road  by  giving_them  a 
special  rate  ?     A.  Yes,  sir. 

Q.  You  do  not  think  your  business  is  confined  to  giving  the 
lowest  rate  you  can  consistent  with  profit  to  your  railway  to 
everybody  alike  ?  A.  I  guess  I  stated  to  you  early  in  the 
proceedings,  in  June,  I  don't  know  what  tuat  profit  is,  you 
know,  when  I  make  therate  ;  you  are  clear  out  of  my  latitude 
when  you  talk  about  profit. . 

Q.  Then  you  consider  it  part  of  the  business  of  your  office, 
even  at  the  expense  of  the  Brie  Railway  Company,  to  en- 
courage industry  along  the  line  of  your  road  ?     A.  No,  sir. 

Q.  If  you  don't  know  at  what  rate  you  can  afford  to  carry, 
how  can  you  tell  how  low  you  would  be  permitted  to  go  down 
for  the  purpose  of  encouraging  the  factory  ?  A.  Oh,  well,  I 
should  have  to  know  the  special  case  to  answer  that. 

Q.  Well,  when  it  operates  in  your  mind  as  a  sort  of  protec- 
tion— the  railway  as  a  sort  of  protection  office  to  encourage 
manufacturing  industry,  why  then  do  you  do  it  at  the  expense 
of  anything  ?  A.  We  try  not  to ;  not  if  I  know  it ;  I  may  err 
in  judgment  sometimes. 

Q.  You.  don't  think  that  the  giving  of  special  rates  is  to 
anybody's  injury?  A.  It  might  be;  it  would  depend  upon 
how  it  was  given  ;  we  do  not  intend  to,  upon  our  road,  give 
any  special  rates  that  will  hurt  anybody  on  the  line  of  the  road. 

Q.  But  suppose  that  the  chemicals  would  go  forward  any- 
how without  giving  a  special  rate,  and  you  do  give  a  special 
rate,  it  does  not  help  the  railway  ?  A.  It  is  not  a  supposable 
case. 

Q.  Then  you  will  only  give  a  special  rate,  if  unless  you  give 
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a  special  rate  you  could  not  move  the  goods  ;  is  that  it  ?  A. 
That  is  one  of  the  elements  that  enters  into  the  consideration 
of  the  case. 

Q.  Now  the  rates  on  blue  stone  were  given  to  permit  com- 
petition with  stone  quarries,  at  or  near  the  point  named  in  the 
contract  to  Mr.  Killgour  ;  now  were  these  stone  quarries  sit- 
uated on  the  line  of  your  road  ?     A.  Yes,  sir. 

Q.  The  other  ones  ?  A.  STes,  sir ;  all  of  them  ;  I  don't  know 
what  that  refers  to  there  ;  I  can  explain  the  whole  blue  stone 
business  in  a  very  few  minutes. 

Q.  As  to  the  rates  on  blue  stone,  these  rates  were  necessary, 
you  say,  to  permit  competition  with  stone  quarries  at  or  near 
the  points  named  in  the  contract  ?     A.  What  is  the  contract  ? 

Q.  I  don't  know.  A.  I  don't  believe  you  have  read  straight 
(consulting  the  paper),  where  did  you  read  ?  you  just  look  and 
see  if  you  have  ;  you  read  my  explanation  of  Killgour's  con- 
tract now  to  the  Committee  and  see  how  it  will  read. 

Q.  "  As  to  the  rates  on  blue  stone  with  J.  F.  Killgour ;  these 
rates  were  necessary  to  permit  competition  with  stone  quarries 
at  or  near  the  points  named  in  the  contract?"  A.  That,  I 
would  like  to  state,  refers  to  a  special  rate  on  stone  going  from 
Port  Jervis  or  the  point  of  production  on  the  line  of  our  road 
to  competing  points  west — Elmira,  Binghamton,  Dunkirk,  Buf- 
falo ;  that  explanation  referred  only  to  one  little  lot  of  special 
rates  to  western  points ;  the  principle  rates  we  have  with  Mr. 
Killgour  are  on  east  bound  shipments  of  blue  stone ;  the  ex- 
planation which  I  make  very  brief  here,  says:  "That  these 
rates  were  considered  necessary  in  order  to  develop  this  busi- 
ness upon  the  line  of  our  road,  in  competition  with  the  stone 
quarries  at  points  on  the  North  river  and  also  on  the  line  of  the 
New  York  &  Oswego  Midland  Bailroad ;  "  we  have  large  stone 
quarries  on  the  line  of  our  road ;  and  we  make  rates  which  you 
might  call  special  rates,  but  which  rates  are  given  to  all  the 
large  parties — — 

Q.  Do  you  try  with  your  quarries  to  put  them  all  upon  a 
parity  ?     A.  They  are. 

Q.  You  disregard  distance  ?  A.  It  is  all  within  a  very  few 
miles. 

Q.  All  the  Blue  Stone  quarries  upon  your  line?  A.  All 
within  a  very  few  miles ;  it  is  all  one  tract  of  land  there. 

Q.  Then  you  do  as  far  as  possible,  don't  you,  when  there 
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are  many  factories  along  the  line  of  your  road,  or  many  indus- 
tries along  the  line  of  your  road  situated  a  considerable  dis- 
tance apart,  disregard  distances  ?  A.  Oh,  no  ;  we  always  do 
regard  it,  and  always  consider  distances. 

Q.  Don't  you  make  allowances  which  practically  lessens 
the  question  of  distance  considerably  ?  A.  Yes ;  we  might 
make  a  less  rate  per  mile  for  a  long  distance  than  we  would 
for  a  short  distance. 

* 

Q.  You  don't  mean  to  say  that  you  ever  charge  less  as  to 
the  local  traffic  for  the  longer  distance  than  you  do  for  the 
shorter  one  ?     A.  I  don't  know  ;  I  couldn't  say. 

Q.  Well,  don't  you  or  do  you  ?  A.  I  don't  know ;  there 
might  be  cases  where  on  certain  articles  we  would  charge 
more. 

Q.  I  mean  taking  aiticle  for  article?  A.  We  try  to  do 
that ;  there  might  possibly  be  a  case ;  we  try  not  to  have  such 
a  case  as  that. 

Q.  That  you  charge  less  for  the  longer  distance  than  for 
the  short ?  A.  We  do  have  in  connection  with  our  through 
traffic. 

Q.  But  I  mean  in  connection  with  your  local  traffic?  A.  We 
try  not  to  have  that  happen ;  if  we  make  a  rate  from  Hornells- 
ville  to  New  York  on  a  certain  article,  we  won't  make  a  higher 
rate  on  that  article  to  any  point  east  of  Hornellsville. 

Q.  Although  you  may  have  larger  terminal  facilities  at  other 
points  ?     A.  We  might  have. 

Q.  You  have  made  a  rate  with  H.  B.  Crosby  &  Son  of  seven 
cents  per  hundred  pounds  on  sugar,  coffee,  salt,  rice,  soda — on 
groceries  generally;  now,  that  is  a  New  York  firm,  isn't  it  ? 
Do  you  know  anything  about  it  ?  A.  I  don't  remember  Crosby 
&  Son.  • 

Q.  Will  you  tell  this  Committee  why  it  was  that  H.  B. 
Crosby  &  Son  required  special  protection  at  your  hands  ?  A. 
Yes,  sir ;  where  are  they  on  that  list  ? 

Q.  They  are  almost  at  the  end  ?  A.  They  are  at  Paterson  ; 
there  is  one  firm  of  grocers  at  Paterson. 

Q.  How  many  firms  of  jobbing  grocers  are  there  at  Pater- 
son ?     A.  I  don't  know. 

Q.  There  are  twenty  at  least,  are  there  ?    A.  I  don't  know. 

Q.  How  does  it  come  that  you  have  selected  out  Crosby  & 
Son  for  the  purpose  of  giving  them  a  special  rate  ?  A.  There 
10 
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is  nothing  there  to  show  that  we  have  selected  them  out;  this 
Exhibit  No.  1  is  simply  a  specimen. 

Q.  What  reason  is  there  for  giving  them  a  special  rate? 
A.  The  same  reason — the  Delaware  &  Lackawanna  Road  made 
those  rates  ;  we  had  to  make  them  or  not  have  the  business. 

Q.  This  is  a  mere  sample  ?    A.  A  sample. 

Q.  Of  the  lot  ?     A.  Yes,  sir. 

Q.  Are  you  prepared  to  say|that  Crosby  &  Son  are  a  mere 
sample  of  all  the  grocers  at  Paterson  ?     A.  I  think  they  are. 

Q.  And  that  you  gave  every  grocer  at  Paterson  a  special 
rate  ?  A.  No,  we  do  not ;  we  couldn't  get  every  grocer  in 
Paterson  if  we  should  carry  for  nothing,  so  there  would  be  no 
use  of  our  going  around  and  trying  to  get  every  one  of  them  ; 
there  are  some  that  will  ship  by  the  Delaware  &  Lackawanna 
Road  any  way  ;  my  opinion  is  that  7  cents  a  hundred  is  the 
tariff  rate. 

Q.  Why  would  it  ]be  on  your  special  rate  book  ?  A.  Be- 
cause a  great  many  things  are  on  that  special  rate  book  that 
they  looked  at. 

Q.  You  don't  mean  to  say  that  7  cents  is  tariff  rate  for  first 
class  from  New  York  to  Paterson  ?  A.  I  think  first  class  is 
higher. 

Q.  So,  if  7  cents  a  hundred  was  the  tariff  rate,  it  was  be- 
cause all  their  goods  were  carried  at  the  4th  class  rate ?  A.  I 
think  7  cents  is  our  4th  class  rate. 

Q.  Therefore,  giving  them  7  cents  a  hundred,  you  gave  them 
4th  class  rate  for  all  their  classes  of  goods?  A.  I  don't  know  how 
the  contract  reads — whether  they  got  it  on  everything  or  not. 

Q.  So  you  are  not  prepared  to  say  whether  Crosby  &  Son 
are  or  are  not  the  only  grocers  there  ?  A.  Oh,  I  could  say 
that  they  are  not  the  only  ones.  • 

Q.  Who  get  a  special  rate  ?    A.  Yes,  sir. 

Q.  How  many  more,  think  you,  got  a  special  rate  ?  A.  I 
don't  know  ;  I  can't  tell  you  exactly. 

Q.  Did  you  offer  that  special  rate,  or  did  they  come  to  you 
for  it  ?     A.  I  don't  remember. 

Q.  What  would  be  the  course  of  things  ?  A.  Oh,  we  have 
an  agent  at  Paterson  who  is  continually  dramming  up  busi- 
ness and  reporting,  if  any  of  our  customers  are  inclined  to 
leave,  or  the  Lackawanna  making  effort  to  take  them  away 
from  us, 
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Q.  Then  you  bid  for  the  business  like  the  men  at  auction  ? 
A.  No,  we  do  not;  we  don't  go  to  the  Deleware  &  Lacka- 
wanna customers  to-day  ;  we  are  satisfied  with  the  situation. 

Q.  Have  you  pooled  Paterson  ?  A.  No,  sir ;  no  pool  at  all; 
but  if  the  Delaware  &  Lackawanna  people  should  come  and 
try  to  take  away  one  of  our  regular  patrons,  and  we  convinced 
ourselves  that  we  would  either  have  to  make  that  rate  or  lose 
the  traffic,  it  would  depend  upon  how  serious  a  matter  it  was, 
whether  we  would  let  them  go  or  not. 

Q.  Then  the  true  philosophy  of  your  special  rate  business 
is  that  you  make  the  special  rate  when  you  can't  help  yourselves, 
and  you  don't  when  you  can?  A.  No,  sir  ;  that  is  not  the  true 
philosophy. 

Q.  Then  it  is  for  the  purpose  of  affording  protection  to  the 
interests  along  the  line  of  your  road  ?     A.  That  is  one  reason. 

Q.  And  the  manufacturing  interests  ?     A.  Yes,  sir. 

Q.  And  it  is  also  to  afford  protection  to  the  manufacturing 
interest  at  Dayton,  if  it  comes  in  competition  with  the  New 
York  Central  Eailroad  ?  A.  Not  necessarily;  such  a  case  might 
happen . 

Q.  Mr.  "Vilas,  is  there  any  one  principle  in  all  these  explana- 
tions that  you  have  afforded  to  this  Committee'  as  to  the  spe- 
cial rates  contained  in  Exhibit  No.  1  which  is  common  to  them 
all  ?     A.  Which  governs  me,  you  mean  ? 

Q.  Is  there  any  one  principle  ?  A.  Yes,  there  is  one  prin- 
ciple that  governs  every  special  rate  that  we  make  on  our  road ; 
it  is  the  principle  of  doing  right. 

Q    The  principle  of  doing  right  ?    A.  Yes,  sir. 

Q.  As  you  understand  it?  A.  It  don't  make  any  differ- 
ence. 

Q.  As  yon  understand  it  ?  A.  I  don't  want  to  qualify  it  by 
that  even. 

Q.  Doing  right — you  haven't  finished  your  answer  on  that ; 
you  mean  doing  right  to  your  railway  ?  A.  No  ;  doing  right 
to  everybody — to  you,  your  Committee,  or  the  State — the  State 
Legislature. 

Q.  That  is  the  principle  ?     A.  Yes,  sir. 

Q.  As  a  railway  official  it  has  guided  you  in  the  making 
of  your  rates  ?     A.  Always  does  ;  yes,  sir, 

Q.  That  is  the  only  one  principle  that  all  these  special  rates 
have  in  common  ?     A.  Yes,  sir. 
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By  Mr.  Blanchaed  : 

Q.  Have  you  read  my  testimony  before  the  Committee  ?  A. 
Not  all  of  it  ;  no,  sir. 

Q.  Have  you  read  that  portion  of  it  in  which  I  stated  that 
a  circular  was  put  out  charging  all  our  western  connections 
certain  fixed  prices?    A.  Yes,  sir. 

Q.  Have  you  since  I  became  the  Director  of  the  Traffic  of 
the  Erie  Railway,  issued  those  circulars  regularly  since  the  fall 
of  1874  ?    A.  Yes,  sir. 

Q.  Have  they  been  regularly  and  without  preference  charged 
against  every  one  of  our  connections  on  all  classes  of  their  bus- 
iness ?     A.  Yes,  sir. 

Q.  Were  my  orders  to  you  and  the  President's  order  to  you 
always  not  to  permit  the  traffic  of  the  western  companies  to 
interfere  with  the  local  relations  of  firms  doing  business  in  the 
State  of  New  York  ?    A.  Yes,  sir. 

Q.  In  the  cases  of  the  stoves  that  you  speak  of,  are  your 
orders  such  in  an  explicit  way,  that  the  stove  manufacturer  on 
the  line  of  our  road  would  have  the  preference — that  you 
would  take  into  account  the  shipment  of  his  pig  metal  to  his 
stove  foundry  ?     A.  Yes,  sir. 

Q.  And  every  local  interest  relating  to  it ?  A.  That  is  what 
I  answered  Mr.  Sterne  in  the  case  which  he  asked  me  con- 
cerning ;  I  would  first  ascertain  whether  there  was  any  chance 
of  supplying  Elmira  with  stoves  from  the  line  of  our  own 
road. 

Q.  Is  it,  or  is  it  not  true  that  over  four-fifths  of  the  applica- 
tions for  special  rates  to  western  manufacturers  on  our  road 
are  promply  declined  ?     A.  Yes,  sir. 

Q.  Without  any  reference  only  to  the  circular  ?  A.  More 
than  four-fifths.  » 

By  Mr.  Steene  : 

Q.  How  many  applications  do  you  get  ?  A.  I  get  them  con- 
tinually. 

Q.  How  many  a  day  for  instance?  A.  I  don't  know;  there 
is  not  a  week  goes  by  but  what  we  get  letters  and  applications 
from  our  connections,  and  from  manufacturers  at  different 
points  west. 
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By  Mr.  Blancaard  : 

Q.  Was  it  not  the  case  when  I  came  on  the  Erie  Railroad  to 
your  knowledge  that  the  western  companies  could  fro  rate  to 
our  local  stations?  A.  Yes,  sir;  any  such  station  on  the 
road. 

Q.  Did  I  not  put  a  stop  to  that,  for  the  purpose^  of  encour- 
aging the  manufacturing  and  agricultural  interests  of  the  State 
of  New  York  ?     A.  Yes,  sir. 

Mr.  Sterne — I  think  that  is  improper. 
Mr.  Blanchard — He  was  connected  with  the  company. 
Q.  Did  I  explain  the  purpose  to  be  that  it  was  all  talked 
over  at  the  time?  A.  Yes,  sir  ;  that  is  what  it  was  done  for  ; 
the  custom  was  that  for  instance,  the  Lake  Shore  Road  at 
Chicago  would  make  a  rate  to  Port  Jarvis ;  then  we  would 
pro  rede  with  them  ;  whereas,  since  the  time  Mr.  Blanchard 
changed  the  policy,  we  have  charged  certain  arbitrary  rates  to 
all  connections  to  these  diffferent  points. 

Q.  Did  I  not  at  the  time  we  charged  these  arbitrary  rates 
against  our  connections  reduce  all  our  local  rates  on  our  line  ? 
A.  Yes,  sir. 

Q.  Were  not  these  reductions  promptly  made  at  that  time 
to  the  extent  of  about  thirty  per  cent,  of  our  local  rates  ? 
A.  Yes,  sir  ;  I  think  they  were. 

Q.  Isn't  it  the  fact  that  to-day  grain  from  stations  on  the 
Western  Division  of  our  road  to  Middletown,  New  York,  would 
be  40  cents  while  the  present  tariff  rate  is  about  17^  ?  A.  I 
think  it  would  be  at  least  40  cents  under  our  local  tariff  book  ; 
I  can't  tell  exactly  ;  our  present  rate  is  17J. 

Q.  At  the  time  we  charged  the  rates  against  western  roads 
to  prevent  these  charges  from  affecting  our  local  business  do 
you  remember  that  we  undertook  to  protect  the  interests  of 
the  State  of  New  York  by  simultaneous  reductions  within  the 
limit  of  the  State  ?  A.  Yes,  sir  ;  at  times  our  rates  have  been 
to  our  western  connections  higher  to  local  points  on  the  line 
of  our  road  than  they  have  been  to  local  shippers  on  the  line 
of  our  roacl,  but  never  at  any  time  were  the  rates  from  our 
western  terminal  stations  less  than  they  were  to  local  shippers. 
Q.  Hasn't  it  been  the  case  this  summer  that  we  have 
charged  against  our  connections  twenty  cents  per  hundred 
pounds  on  grain  from  Buffalo  while  we  have  carried  from  both 
Batavia  and  other  places  for  15  cents  ?     A.  No  ;  18  cents. 
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Q.  Are  you  aware  of  efforts  made  by  the  Erie,  Railway  Com- 
pany to  induce  the  Lackawanna  Road  to  agree  to  even  rates  to 
Binghamton  ?     A.  Yes,  sir. 

Q.  Are  you  aware  of  conferences  held  in  my  office  with  the 
officers  of  that  company  at  which  we  solicited  them  to  do  it  ? 
A.  Yes,  sir. 

Q.  Are  you  aware  of  a  proposition  made  by  me  to  the  Lack- 
awanna Road  to  pool  the  business  of  Binghamton  and  put 
everybody  on  an  absolute  equality  ?     A.  Yes,  sir. 

Q.  Are  you  aware  of  the  fact  that  that  company  declined  to 
do  that?     A.  Yes,  sir. 

Q.  Are  you  aware  of  the  fact  that  I  proposed  that  we  would 
take  any  agreed  period,  and  divide  the  business  of  Binghamton 
in  the  percentages  as  shown  in  the  traffic  of  that  period,  and 
that  they  declined  that  proposition  ?     A.  Yes.  sir. 

Q.  Are  you  aware,  personally,  of  the  fact  that  certain  offi- 
cers of  the  Lackawanna  Road  thereafter  went  to  Binghamton 
and  made  these  tenders?     A.  Yes,  sir. 

Q.  Are  you  aware  of  the  fact  that  our  agent  at  Binghamton 
overheard  some  of  these  tenders  ?     A.  Yes,  sir. 

Q.  Didn't  the  agent  communicate  to  you  then  ?  A.  Yes  ; 
he  came  to  New  York  personally. 

Q.  Hasn't  he  exhibited  to  you  freight  bills  of  the  Lacka- 
wanna iRoad,  showing  the  precise  charges  made  by  that  com- 
pany between  New  York  and  Binghamton  ?  A.  Yes,  sir  ;  re- 
peatedly. 

Q.  What  length  of  time  has  Mr.  Low  been  connected  with 
the  Erie  Railway  ?     A.  I  think  about  twenty  years. 

Q.  What  length  of  time  has  he  been  the  Assistant  General 
Freight  Agent  of  the  road  ?  A.  I  don't  remember,  exactly ;  I 
should  say  about  twelve  or  fifteen  years  ;  I  have  forgotten. 

Q.  Hasn't  he  been  found  upright  and  honest  in  his  adminis- 
tration ?  A.  I  never  heard  an  intimation  of  that  kind  against 
his  character. 

Q.  Have  you  any  reason  to  distrust  his  judgment  as  Assist- 
ant General  Freight  Agent  of  your  company  ?     A.  No,  sir. 

Q.  In  the  making  of  these  rates  at  Buffalo  for  the  grocers 
at  that  point  at  that  time,  were  not  the  rates  of  the  canal  taken 
into  consideration  ?    A.  Yes,  sir. 

Q.  Wasn't  it  shown  at  the  time  that  this  grocer's  contract 
was  made  at  Buffalo,  that  contracts  could  be  made  by  canal  at 
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seven  and  a  half  or  eight  cents  per  hundred  pounds  during  the 
entire  time  that  it  was  open  ?    A.  Yes. 

Q.  And  we  obtained,  as  an  average  for  the  year,  a  very  much 
higher  rate?     A.  Yes,  sir. 

Q.  Is  it  not  the  fact  that,  under  the  pools  that  have  existed, 
the  canal  has  taken  large  quantities  of  freight  away  from  the 
railroads  ?     A.  Yes,  sir. 

Q.  At  very  much  less  rates  ?     A,  Yes,  sir. 

Q.  And,  therefore,  whoever  shipped  by  canal  had  in  effect  a 
special  rate  ?  A.  Yes,  they  had  very  much  less  rates  than  we 
could  make  or  did  make. 

By  the  Chairman  : 

Q.  What  you  mean  by  that  is  they  shipped  at  lower  rates  ? 
A.  That  Js  what  I  answered  ;  very  much  less  rates  than  our 
rates  ;  we  have  never  had  any  more  west  bound  business  than 
we  could  do  ;  we  are  to-day  sending  empty  cars  west,  iind  have 
been  all  summer ;  we  never  had  west  bound  business  to  load 
all  our  cars. 

Q.  Does  the  canal  take  west  bound  business  away  from  jour 
road  ?  A.  Yes,  sir  ;  that  is  what  Mr.  Blanchard  referred  to — 
west  bound  business. 

By  Mr.  Shipman  : 

Q.  Have  you  the  first  volume  of  the  testimony  there  ?  A. 
No  ;  I  have  not  the  first  volume. 

Q.  Well,  here  it  is ;  turn  to  the  808  page ;  I  want  to  call 
your  attention  briefly  to  the  80b  page,  where  Mr.  Bush  testi- 
fied that  he  offered  to  you  to  put  a  line  of  tank  oil  cars 
on  the  Erie  road  and  state  what  the  fact  was?  A.  The 
facts  were  that  Mr.  Bush  called  upon  me  in  company  with  Mr. 
Olin  for  the  purpose  mainly  of  getting  a  shipment  of  10,000 
barrels  of  crude  oil  brought  over  the  road ;  and  when  I  told 
him  I  could  not  furnish  cars  for  it,  he  then  went  into  a  general 
conversation  abo^t  the  business,  and  thought  they  would  like 
to  arrange  to  become  shippers  over  our  road ;  and  during  the 
conversation,  after  finding  out  that  our  equipment  was  too 
limited  to  give  him  a  supply  of  cars,  he  wanted  to  know,  if  he 
would  build  a  number  of  tank  cars,  whether  we  would  run 
them  on  our  road ;  I  told  him  that  was  a  question  entirely 
out  of  my  department — it  belonged  to  some  one  over  rue — but 
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that  auy  proposition  he  wished  to  make,  if  he  would  make  it 
in  writing,  and  address  it  to  me  or  any  other  of  the  officers,  I 
would  see  that  it  reached  the  proper  officer,  and  he  had  a  reply 
to  it. 

Q.  He  never  sent  you  one  ?     A.  He  never  sent  it  to  me. 

Q.  I  want  you  to  turn  to  the  1924th  page ;  have  you  got  the 
Rochester  testimony  there — 1924-25-26 — and  see  if  there  is  any- 
thing there  you  want  to  explain  about  the  cheese  business  from 
Gainesville  ?  A.  This  is  in  regard  to  cattle  here  ;  I  have  got 
a  place  marked  here — Mr.  Carpenter's  testimony. 

Q.  That  is  another  ;  cattle  anrl  cheese,  I  think  you  will  find 
both  ;  look  at  the  name  of  the  witness — I  don't  recall  it,  I  want 
you  to  explain  about  Mr.  Carpenter's  cattle  on  the  1935th 
page  ?  A.  All  I  can  say  in  regard  to  Mr.  Carpenter,  he  seems 
to  have  been  a  man  that  was  opposed  to  the  principle  of 
special  rates,  consequently  he  never  asked  for  one  ;  he  ships 
from  one  to  two  cars  of  cattle  in  a  year ;  I  don't  know  that  he 
ever  came  to  my  attention  in  the  world  ;  I  have  no  recollection 
of  it,  and  Mr.  Low,  whom  I  questioned  about  it  the  other  day 
said  he  didn't  know  him  ;  the  rates  in  some  instances,  as  he 
states  them,  are  correct ;  for  instance,  he  says  that  the  rate  on 
cattle  from  Buffolo  to  his  place  was  $48  a  car  load ;  that  is  our 
local  tariff  rate  from  Buffalo  to  Big  Flats ;  then  he  states  that 
if  he  wanted  to  ship  that  car  of  cattle  out  from  West  Junction 
to  New  York,  he  would  have  to  pay  a  certain  other  price  ; 
now,  then,  we  have  always  made  our  rates  on  cattle  where  a 
person  wanted  to  stop  them  off  and  feed  them  in  this  way  :  if 
from  Buffalo — if  a  man  wants  to  ship  one  car  or  more,  and 
stops  them  at  any  point  where  he  may  have  a  farm  to  fatten 
them,  we  always  charge  him  the  New  York  rate,  so  as  to  be 
sure  and  get  the  revenue  out  of  it  from  Buffalo  to  his  place, 
say  Big  Flats ;  then  when  he  reships  them  we  charge  him 
$15  a  car  from  that  point  to  New  York,  so  that  he  pays  $15 
a  car  more  than  the  through  rate  from  Buffalo  to  New 
York  for  that  privilege  ;  that  is  our  practice  all  along  the  line 
of  the  road,  and  if  Mr.  Carpenter  never  has  known  of  it,  it  is 
simply  because  he  was  so  small  a  shipper.  Now  he  is  mistaken ; 
I  want  to  correct  one  part  of  his  testimony  here  ;  he  says  that 
they  shipped  last  year  from  Buffalo  to  "West  Junction,  which  is 
6  miles  east  of  his  place,  for  $8  a  car  less ;  I  don't  know  what 
he  refers  to,  but  I  looked  at  our  office  when  you  called  my  at- 
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tention  to  this  the  other  day,  and  our  rate  from  Buffalo  to 
West  Junction  is  $4=0  ;  but  our  rate  from  Buffalo  to  every  point 
west  of  there  is  $40,  and  I  don't  believe  he  can  show  within  a 
year  that  he  has  paid  $48  ;  that  is  our  rate,  and  our  rate  in  our 
Buffalo  and  other  offices,  and  the  instructions  to  the  agents  to 
way-bill  at  $40 ;  we  were  forced  down  to  $40  at  West  Junction 
by  the  action  of  the  N.  Y.  C.  and  Northern  Central  roads ; 
they  broke  the  rate  down,  and  wo  had  to  meet  it ;  it  is  the  rate 
to  any  point  west  of  West  Junction,  and  he  says  here  he  was 
obliged  to  pay  $48 ;  when  his  neighbors  were  shipping  eight 
miles  further  for  $40  ;  that  is  not  our  record  ;  our  office  shows 
differently  ;  I  looked  into  that  the  other  day. 

By  Mr.  Stekne  : 

Q.  What  was  your  tariff  rate  ?     A.  Our  local  tariff  rate  ? 

Q.  Yes?     A.  i  don't  know. 

Q.  It  may  have  been  charged  that  ?  A.  No ;  it  was  an  over- 
sight if  he  was,  because  our  agent  at  Buffalo  had  instructions 
when  we  were  obliged  to  reduce  our  rate  to  West  Junction, 
to  apply  that  rate  to  any  shipment  that  might  be  made  to  any 
point  west  of  there. 

Q.  You  were  asked  about  this  Olin  &  Bush  matter ;  at  that 
time  Pratt  &  Co.  had  all  your  tank  cars  employed  ?  A.  They 
were  using  every  car  we  could  furnish,  and  all  they  could  fur- 
nish themselves  ;  they  had  several  hundred. 

Q.  They  had  a  contracted  then  for  considerable  time  ahead, 
hadn't  they?     A.  No,  sir;  no  contracts  at  all. 

Q.  They  were  using  them  ?  A.  They  were  using  them  ;  yes, 
sir  ;  they  had  been  our  only  shippers  for  two  or  three  years  ; 
no  one  else  ever  had  shipped  a  car  of  crude  oil  for  a  long  time ; 
we  certainly  would  give  them  the  cars  if  they  wanted  them  in 
preference  to  some  outsiders  coming  in  and  wanting  to  use  a 
few  as  Olin  did,  for  instance. 

George  R.  £lanchard  recalled : 

By  Mr.  Sterne  : 

Q.  Mr.  Blanchard,  have  you  ascertained  about  these  pipe 
lines  ?  A.  I  have ;  the  explanation  of  this  map  is  this  (wit- 
ness explains  map  to  Committee). 

Q.  Whatever  is  indicated  on  this  map  in  green  is  the  prop- 
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erty  of  the  American  Transfer  Company ;  whatever  is  indi- 
cated on  this  map  in  blue  is  the  property  of  the  United  Pipe 
Line  ?  A.  It  is  leased  to  the  United  Pipe  Line  by  the  Ameri- 
can Transfer  Company. 

Q.  Every  part  of  it  ?     A.  I  believe  every  part  of  it. 

Q.  You  get  your  oil  from  this  little  spur  here  (indicating)? 
A.  We  get  none  of  it  from  that  little  spur  whatever. 

Q.  None  of  it?    A.  None^  whatever. 

Q.  Do  you  get  any  oil  at  Olean  ?  A.  None  whatever ;  all 
the  oil  is  delivered  to  usjat  Carrolton. 

Q.  Did  you  never  get  any  at  Olean?  A.  Not  to  my  knowl- 
edge ;  I  think  that  little  pipe  line  is  a  pipe  line  built 
from  the  main  pipe  to  the  refinery  constructed  at  Olean ;  I 
never  have  heard  of  the  receipt  of  a  barrel,  although  I  do  pot 
wish  to  testify  that  we  never  have  received  any. 

The  Chairman — The  testimony  in  regard  to  the  main  features 
of  the  investigation  is  now  closed  ;  at  the  same  time,  we  want  it 
distinctly  understood  that  if,  at  any  time,  any  parties  or  the 
interests  represented  before  the  Committee  desire  to  submit 
additional  explanatory  testimony,  they  shall  have  that  right. 

Adjourned  to  meet  at  the  Chamber  of  Commerce,  November 
28,  1879,  at  10  o'clock  a.  m. 


New  Yobk,  Nov.  28,  1879. 

The  Committee  met  pursuant  to  adjournment. 

Present — All  the  members  of  the  Committee,  except  Messrs. 
Wadswoeth  and  Duguid. 

Mr.  Sterne — I  desire  to  put  in  the  report  of  the  English 
accountants  on  the  declaration  of  those  two  successive  divi- 
dends. 

A  copy  of  the  report  of  the  English  accountants,  above  re- 
ferred to,  will  be  found  printed  with  the  exhibits. 

The  Chairman — I  will  state  here,  that  upon  examining  the 
record,  the  announcement  that  John  D.  Kockefeller  was  called 
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as  a  witness  was  evidently  a  misprint  for  John  D.  Archbold, 
and  the  stenographer  will  note  the  correction  ;  I  have  forgot- 
ten the  page. 

Mr.  Scudder— Page  2640. 

The  Chairman — In  relation  to  the  manuscript  you  handed 
to  the  Committee,  on  Wednesday,  Mr.  Scudder,  the  Committee 
decided  that  they  could  not  make  any  variation  from  the  rules 
pursued  heretofore  in  the  investigation,  and  that  any  evidence 
received  at  all,  must  be  received  from  witnesses  produced  upon 
the  stand  and  examined  as  other  witnesses  have  been  ;  your 
proposition  was,  during  Mr.  Rogers'  examination,  t^  take  a 
list  of  questions  calling  for  such  information  as  the  Committee 
desired  and  furnish  that  at  the  hands  of  any  witness,  to  be  ac- 
cepted as  satisfactory  to  the  Committee,  covering  the  whole 
ground,  and  excusing  these  other  gentlemen ;  the  Committee 
were  unanimously  of  the  opinion  that  under  that  arrangement, 
they  could  not,  consistently  with  their  dignity  and  the  attitude 
which  these  gentlemen  had  assumed  towards  the  Committee, 
accept  anything  less  than  a  full  compliance  with  the  whole 
list  of  questions. 

Mr.  Scudder — The  Committee  understand,  I  apprehend,  that 
in  presenting  the  scraps  of  testimony  that  I  had  the  honor  to 
submit  to  the  Committee,  I  sought  only  to  aid  the  investiga- 
tion of  the  Committee.  I  did  not  mean  to  put  my  clients  in 
the  attitude  of  beggars  for  mercy  in  any  sense,  but  in  the  at- 
titude of  assisting  in  that  investigation  that  I  regarded  as  the 
proper  scope  and  function  of  the  Committee.  Now  the  ruling 
of  the  Chairman  that  this  testimony  in  place  of  being  offered 
in  written  form  should'  be  presented  orally  by  the  witnesses 
on  the  standi,  I  can  hardly  complain  of,  if  the  witnesses  can  be 
brought,  and  I  wish  to  say  that  before  the  Committee  termi- 
nates its  labors  some  witnesses  may  be  offered  to  that  end. 
I  sought  only  to  give  information  that  I  knew  to  be  ac- 
curate to  the  Committee ;  that  is  all.  If  the  Committee  prefer 
it  in  another  form,  of  course  I  should  be  glad  to  comply  with 
their  wishes. 

Mr.  Shipman — If  you  are  going  to  offer  any  testimony  on 
that  subject,  I  want  to  be  advised  when  it  takes  place. 

Mr.  Scudder — The  questions  submitted  to  me  by  the  Chair- 
man of  the  Committee  are  questions  that  I  apprehend,  except 
one,  cannot  involve  the  railroad  companies  at  all. 


Mr.  Shipman — I  don't  expect  they  do,  but  I  am  not  in  the 
habit  of  arguing  questions  in  the  dark. 

Mr.  Scudder — Here  is  a  question  that  is  not  germane  to  yon, 
and  you  will  not  have  to  argue  it.  The  questions  are  chiefly 
as  to  the  individual  fortunes  and  individual  connections  of  cer- 
tain corporations. 

The  Chairman — The  testimony  in  that  respect,  Judge  Ship- 
man,  may  be  considered  closed.  These  gentlemen  have  been 
under  subpoena  a  long  time.  They  have  failed  to  furnish  the 
information.  The  time  in  which  the  Committee  has  to  prepare 
its  report  is  limited,  and  the  labor  will  be  very  onerous,  and  we 
•  certainly  shall  not  hold  extra  sessions  to  oblige  these  gentle- 
men after  they  have  totally  disregarded  the  subpoena  of  the 
Committee  here  for  weeks  and  months.  You  may  proceed  as 
though  the  subject  was  closed. 

Mr.  Shipman — The  Chairman  will  understand  that  we  can- 
not know  what  will  come  out  of  a  future  examination;  there- 
fore I  have  not  prepared  myself  to  argue  that  single  point.  It 
is  the  only  one  that  I  have  left  unprepared  to  argue,  and  I 
shall  have  to  submit  a  printed  argument  upon  it  hereafter,  and 
will  do  it  very  early. 

The  Chairman — Certainly,  you  shall  have  the  right  to  do 
that  at  any  time. 

Mr.  Scudder — The  testimony  that  I  did  offer  may  I  ask  that 
that  be  marked  for  identification  and  returned  to  me  ? 

The  Chairman — It  will  be  returned  to  you. 

Mr.  Scudder — Can't  it  be  marked  for  identification  simply, 
so  if  in  the  future  anything  arises  that  may  concern  my  people 
iD  connection  with  the  course  I  am  pui'suing  in  their  behalf, 
we  should  not  be  uncertain  or  misled. 

The  Chairman — A  part  of  the  testimony  offered  is  on  behalf 
of  gentlemen  who  have  not  been  sworn  at  all,  not  in  the  form 
of  an  affidavit.  I  don't  know  whether  it  should  be  marked  for 
identification  or  not.  I  will  consult  the  whole  Committee, 
when  we  get  together,  in  this  respect. 

Mr.  Scudder — I  will  make  that  as  a  formal  request  with  all 
respect  to  the  Committee,  that  it  should  be  so  treated. 

Mr.  Baker — You  understand  that  one  of  the  witnesses,  Mr. 
O'Day,  has  never  been  sworn. 

Mr.  Scudder — I  purposed  having  him  sworn.  I  submit- 
ted this  only  in  furtherance  of  the  genaral  understanding  be- 
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tween  the  Committee  and  myself  that  such  testimony  as  I 
might  be  able  to  procure  and  could  offer  should  be  tendered 
to  the  Committee,  the  Committee  would  examine  it,  and  then, 
of  course,  the  witness  should  be  sworn,  and  should  be  held 
liable  to  the  pains  and  penalties  if  he  makes  a  misstatement. 
But  now  I  understand  that  the  Chairman  rules  that  he  can 
not  be  sworn  if  T  bring  him  here. 

The  Chairman — I  say  this  Committee,  after  having  sub- 
poenaed witnesses  to  appear  in  Saratoga  in  August,  in  Buffalo 
in  September,  and  in  New  York  in  October,  will  not  prolong 
its  sessions  into  December  to  accommodate  men  who  have 
failed  to  obey  the  subpoena  at  all,  and  put  in  an  appearance 
before  the  Committee.  I  say  that  distinctly.  You  have  had 
every  opportunity  tbat  you  could  have  ;  you  have  had  all  the 
time  that  you  could  ask  ;  you  have  had  every  courtesy  ex- 
tended to  you  that  could  by  any  possibility  have  been  re- 
quired, and  now  you  ask  us  to  hold  special  sessions  for  your 
accommodation  afterwards,  is  something  that,  for  one,  I  say 
we  shall  not  do,  and,  therefore,  I  say  to  Judge  Shipman,  and 
to  Mr.  Depew  and  others,  that  they  may  proceed  as  though  the 
testimouy  on  that  subject  was  closed. 

Mr.    Scudder — But    let    me     understand.       Suppose    Mr. 
,  O'Day,  who,  as  I  understand  it,  is  in  Buffalo — I  have  not 
seen  him  for  a  long  time— should  appear  here  to-morrow  or 
on  Monday,  and  I  proffer  him  as  a  witness,  he  would  be  re- 
jected ? 

The  Chairman^  We  will  pass  upon  questions  as  they  arise. 

(Three  statements  heretofore  referred  to,  offered-  by  Mr. 
Scudder  and  rejected  by  the  Committee,  marked  for  identifica- 
tion, Exhibits  Nos.  1,  2  and  3  respectively,  November  28th, 
1879.) 

The  Chairman — You  will  proceed,  Mr.  Depew. 

Mr.  Depew  addressed  the  Committee  on  behalf  of  the  New 
York  Central  &  Hudson  Biver  Bailroad  Company. 

Adjourned  to  November  29th,  1879,  at  10  o'clock  A.  M. 
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New  Yobk,  November  29th,  1879. 

The  Committee  met  pursuant  to  adjournment. 

Present — All  the  members  of  the  Committee,  except  Messrs. 
Wadswobth,  Duguid  and  Geady. 

Mr.  Depew  continued  his  address  to  the  Committee. 

Mr.  Shipman  then  addressed  the  Committee  on  behalf  of  the 
New  York,  Lake  Erie  &  Western  Bailroad  Company. 

Adjourned  to  Monday,  December  1st,  1879,  at  10  o'clock  a.  m. 


New  Yoek,  December  1,  1879. 

Present — All  the  members  of  the  Committee,  except  Messrs. 
Wadswoeth,  Duguid  and  Geady. 

Mr.  Shipman  continued  his  address  to  the  Committee.^ 

Mr.  Steene — Mr.  Chairman,  I  have  a  witness  here  from  the 
oil  regions,  who  could  not  come  before  the  summing  up 
began.  His  testimony  is  of  considerable  importance.  We 
have  not  the  evidence  in  any  other  shape,  and  therefore  it  is 
not  in  its  nature  cumulative,  otherwise  I  would  not  ask  the  at- 
tention of  the  Committee  at  this  moment  to  whatever  he  has 
to  say ;  and  I  therefore  ask  that  this  witness  be  permitted  to 
testify  before  I  shall  commence  my  remarks.  The  subject 
upon  which  he  will  be  called  upon  to  testify  is  one  which  has 
not  been  touched  upon,  either  by  Mr.  Depew  or  Judge  Ship- 
man,  and  they  both  stated  that  they  did  not  mean  to  touch 
upon  it  at  all,  and  therefore  no  injustice  in  any  sense  can  be 
done  to  them,  to  the  cause  they  represent,  or  to  the  views  that 
they  have  presented  in  relation  to  the  general  subject  that  is 
■  before  us.    It  is  on  the  subject  of  the  Standard  Oil  Company. 

Mr.  Shipman — I  expect  to  be  heard  on  the  subject  of  Stand- 
ard Oil. 

Mr.  Steene — At  all  events,  you  have  not  been  heard  upon 
that  subject,  and  at  all  events  there  is  no  harm  done.  Mr. 
Depew  has  not  been  heard  upon  it  at  all. 
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The  Chairman — What  is  the  name  of  your  witness  ? 

Mr.  Sterne — Mr.  Welch.  Before  Mr.  Welch  is  sworn — I  don't 
know  whether  it  is  on  the  record  that  Mr.  Blanchard  has  stated 
that  he  just  discovered  on  that  day  when  I  put  the  question  to 
him  at  the  General  Term  room  that  these  numerous  lines  upon 
this  map  produced,  marked  in  blue,  represent  the  lines  of  the 
American  Transfer  Company  which  had  been  leased  by  the 
American  Transfer  Company  to  the  United  Pipe  Line. 

Mr.  Blanchard — I  wish  to  correct  that.  I  did  not  intend  to 
say  that,  and  do  not  think  I  did,  and  I  do  not  think  the  record 
shows  it.  What  I  did  mean  to  say  was  that  some  of  the  lines 
originally  constructed  by  the  American  Transfer  Company 
being  marked  in  blue,  and  now  being  operated  by  the  United 
Pipe  Line,  were  leased  by  the  United  Pipe  Line  from  the 
American  Pipe  Liue.  I  stated  distinctly,  Mr.  Jewett  stated 
distinctly,  and  every  witness  on  behalf  of  the  Erie  Company 
has  stated  distinctly,  and  I  want  to  repeat  distinctly  that  the 
contract  between  Bradford  and  Carrollton  on  the  Erie  Bailroad 
was  made  between  the  Receiver  of  the  Erie  Railway  Company 
and  the  American  Transfer  Company.  That  contract  is  a  part 
of  the  evidence  here ;  it  is  extended  in  my  testimony  in  full. 
It  was  .read  bv  Mr.  Jewett.  Our  vouchers  were  paid  to  the 
American  Transfer  Company.  It  was  signed  by  the  President 
of  the  American  Transfer  Company,  who  differs  from  the  Pres- 
ident of  the  American  Pipe  Line  ;  and  if  upon  this  map  it  now 
indicates  that  it  belongs  to  the  United  Pipe  Line,  or  any  other 
pipe  line,  it  is  simply  that  it  has  been  transferred  from  the 
American  Transfer  Company  to  this  new  organization.  I 
know  nothing  about  the  balance  of  the  pipes,  and  I  did  not 
say  so. 

Mr.  Sterne — What  do  you  know  upon  the  subject  that  the 
American  Transfer  Company  ever  owned  that  line  at  all,  al- 
though you  made  a  contract  with  them  ? 

Mr.  Blanchard — On  that  subject  I  know  that  the  American 
Transfer  Company  was  an  organization  entirely  separate  and 
independent  from  the  United  Pipe  Line  ;  that  its  President 
made  the  contract ;  that  it  has  been  testified  that  it  was  a 
separate  organization.     That  is  what  I  know. 

The  Chairman— In  the  rebates  given  to  the  pipe  lines  here- 
tofore— you  paid  rebates  to  the  American  Transfer  Company 
and  the  United  Pipe  Line  Compan}T,  at  the  same  time,  I  un- 
derstand, each  of  them  do  a  part  of  the  piping. 
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Mr.  Blanchaed — In  the  sense  that  you  use  the  word  "  re- 
bate," I  am  not  aware  that  a  rebate  has  ever  been  paid  by  the 
Erie  Kailroad  to  any  pipe  line  ;  it  paid  for  the  services  of  the 
transportation  of  oil  from  the  point  of  its  production  to  the 
point  of  the  junction  of  the  pipe  with  our  railroad. 

The  Chairman — Didn't  it  come  out  of  the  through  rate  ? 

Mr.  Blanchaed — It  came  out  of  a  through  rate  made  from 
the  well,  but  not  out  of  our  through  rate  made  from  the  rail- 
road ;  it  was  like  our  paying  the  charges  of  the  Lake  Shore 
Boad  from  Chicago  to  Buffalo,  and  it  would  be  equally  proper 
to  call  that  a  rebate  ;  but  it  was  not. 

The  Chairman — What  I  want  to  understand  is  whether  a 
part  of  the  transportation  of  oil  was  made  by  the  American 
Transfer  Company  and  by  the  United  Pipe  Line  also  ? 

Mr.  Blanchaed — I  think — and  upon  that  point  I  will  have 
to  refresh  my  memory  by  reference  to  the  records  of  this  Com- 
mittee— that  I  stated  that  inasmuch  as  oil  received  from  the 
lower  or  Parker  district,  and  arriving  at  Oil  City,  passed  at 
Oil  City  through  a  small  pipe  run  from  one  side  of  the  l'iver 
to  another,  and  owned  by  the  American  Transfer  Company,  and 
the  oil  received  by  us  at  Carrolton  also  came  from  the  Ameri- 
can Transfer,  that  we  paid  nothing  to  the  United  Pipe  Lines  ; 
I  know  of  no  voucher  that  has  passed  through  my  office  that 
has  been  paid  direct  to  the  United  Pipe  Lines. 

The  Chairman — Since  when  ? 

Mr.  Blanchard — Since  the  Pipe  Line  at  Oil  City  was  trans- 
ferred to  the  American  Transfer  Company. 

Mr.  Sterne — You  mean  this  little  piece  in  green  ? 

Mr.  Blanchard — No  ;  I  mean  at  Oil  City  ;  I  stated  to  you 
the  other  day  that  that  little  piece  in  green  never  had  deliv- 
ered to  ns  any  oil  to  my  knowledge. 

John  C.  Welch,  being  duly  sworn,  testified  as  follows  : 

By  Mr.  Sterne  : 

Q.  What  is  your  occupation  ?  A.  I  have  what  is  best  de- 
fined as  a  bureau  of  information  in  regard  to  petroleum ;  I 
have  offices  in  Oil  City,  in  New  York,  and  London  ;  I  furnish 
information  by  telegraph  and  mail  to  my  connections  in  this 
country  and  Europe  ;  I  have  agencies  outside  of  my  regular 
offices  in  this  country,  and  in  Europe,  and  I  issue  a  daily  re-, 
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port  in  New  York,  a  daily  report  iii  Oil  City,  and  a  monthly 
review  in  Oil  City. 

Q.  How  long  have  you  been  occupied  in  that  function  ?  A. 
It  will  be  six  years  the  coming  spring. 

Q.  Where  do  you  reside  ?     A.  At  Oil  City,  Penn. 

Q.  Are  you  familiar  with  what  is  known  as  the  Bradford 
district  as  thoroughly  as  you  are  with  the  district  wherein 
Oil  City  is  situated  ?  A.  I  believe  I  am ;  yes,  sir ;  it  comes 
within  the  scope  of  my  business  to  kuow  all  ascertainable  facts 
in  regard  to  it. 

Q.  Name  the  oil  districts,  please  ?  A.  There  are  two  gen- 
eral divisions  now — what  we  call  the  upper  and  the  lower 
fields ;  the  upper  field  is  the  Bradford  district ;  then  below,  as 
I  classify  them  in  my  reports,  there  is  the  Oil  Creek  and  Alle- 
gheny River  district,  which  includes  the  original  oil  dis- 
trict of  six,  or  eight,  or  ten  years  a^o,  along  Oil  creek  and  the 
Allegheny  river,  the  district  in  Clarion  County,  and  the  dis- 
trict in  Butler  aDd  Armstrong  Counties — four  districts,  but  the 
three  latter  districts  are  generally  denned  as  the  lower  oil 
country  now. 

Q.  Are  you  familiar  with  the  pipe  lines  in  those  two  dis- 
tricts ?  A.  I  aim  to  know  all  ascertainable  facts  in  regard  to 
the  pipe  lines. 

Q.  What  pipe  lines  are  there  of  magnitude?  •  A.  There  is 
only  one  pipe  line  of  magnitude  in  the  oil  country,  and  that  is 
the  United  Pipe  Line. 

Q.  In  both  districts  ?  A.  In  both  districts ;  yes,  sir ;  the 
other  pipe  lines  do  not  receive  one-tenth  per  cent,  of  the  oil 
from  the  well — I  think  not  one-tenth  per  cent.,  and  the  United 
Pipe  Lines  receive  nine-tenths  ;  I  could  give  it  more  accurate- 
ly ;  in  regard  to  stock,  the  United  Pipe  Line  holds  an  enor- 
mous stock  ;  I  can  give  the  precise  figures  upon  that  subject. 

Q.  These  pipe. lines  are  storers  of  oil?     A.  Yes,  sir. 

Q.  In  the  same  manner  as  the  elevators  are  storers  of  grain? 
A.  Yes,  sir ;  they  hold  this  oil  in  their  iron  tanks. 

Q.  And  the  oil  is  sold  by  certificates  of  the  pipe  Hues  ?  A. 
Yes,  sir ;  the  United  Pipe  ;  .the  only  pipe  line  which  specula- 
tion extends  to  is  the  United  Pipe. 

Q.  You  were  about  to  give  us  the  actual  figures  of  the  pro- 
portion that  the  United  Pipe  Line's  storage  capacity  and  pipes 
bears  to  the  other  pipes  ?  A.  The  net  stock  of  the  United 
21 
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Pipe  on  November  1st  was  6.401,816  barrels ;  the  aggregate 
stock,  including  other  lines — I  can  enumerate  the  o'her  lines 
if  you  desire ;  there  are  six  or  eight  of  them ;  Tidioute  & 
Titusville ;  Pennsylvania  Transportation  Company ;  Church 
Eun  Pipe  Line  ;  Octave  Oil  Company  ;  Cherry  Tree  Pipe  Line ; 
Tidioute  &  Warren  ;  Fox  Estate  Pipe  Line  ;  Charley  Run ;  Shaf- 
fer Eun  Pipe  Line ;  Tidewater  Pipe  Company  ;  Emlenton  Pipe 
Line  ;  there  are  one  or  two  pipe  lines  that  handle  lubricating 
oil,  which  I  do  not  make  an  account  of ;  there  are  one  or  two, 
very  small ;  the  aggregate  stock  of  these  lines  is  7,380,068  bar- 
rels. 

By  Mr.  Blanchahd  : 

Q.  Are  those  small  lines  controlled  or  owned  by  the  United 
Pipe  Line  or  the  American  Transfer  Company?     A.  No,  sir. 

By  Mr.  Sterne  :     • 

Q.  Those  lines  cover  both  districts  ?  A.  No,  sir  ;  the  United 
Line,  with  the  exception  of  the  Tidewater  Line,  is  in  the  Brad- 
ford district ;  in  mentioning  the  lines  of  importance  I  did  not 
specify  the  Tidewater  Line,  which  has  assumed  a  considerable 
importance  recently ;  they  had  a  stock  of  674,000  barrels  on 
the  1st  of  November. 

By  the  Chairman  : 

Q.  Have  you  included  the  American  Transfer?  A.  They 
make  no  statement  of  stock,  nor  receipts  of  oil  from  the  wells; 
they  receive  no  oil  from  the  wells  and  carry  no  stock. 

Q.  Do  you  state  that  as  a  fact  that  the  American  Transfer 
Company  receive  no  oil  from  the  wells  ?     A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  Is  the  American  Transfer  Company  known  at  all  in  the  oil 
regions  ?  A.  It  is  not  known  as  a  pipe  line  companyin  the  oil  re- 
gions ;  that  is,  in  the  way  of  receiving  oil  and  handling  oil ;  as 
a  pipe  line  company  I  can  say  that  it  is  not  known  in  the  oil 
regions  ;  I  can  illustrate  this  point ;  the  law  of  Pennsylvania 
requires  that  all  pipe  lines  should  make  a  statement  on  the 
10th  day  of  each  month,  and  post  it  in  their  office,  of  the 
amount  of  oil  which  they  have  received  from  the  wells  the  pre- 
ceding month,  and  also  the  amount  of  oil  they  carried  in  stock 
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on  the  first  clay  of  that  month,  aud  I  never  heard  of  the  Amer- 
ican Transfer  Company  receiving  any  oil  from  the  wells  since 
the  time  of  the  consolidation  of  the  pipe  lines  some  years  ago ; 
I'never  have  heard  of  their  receiving  any  oil  from  the  wells, 
nor  carrying  any  stock. 

By  the  Chairman  : 

Q.  And  it  is  your  business  to  gather  these  statistics?,  A. 
Yes,  sir. 

By  Mr.  Sterne  : 

Q.  You  publish  what  ?  A.  Petroleum,  Trade  Reports;  having 
a  limited  circulation,  I  charge  a  high  price,  and  my  informa- 
tion goes  by  cable  to  Europe,  and  during  the  hours  of  busi- 
ness from  point  to  point;  my  circulation  is  not  extensive;  in 
order  to  define  the  thing,  perhaps  I  might  say  that  for  my  full 
information  I  charge  $300  a  year,  $25  a  month. 

By  the  Chairman  : 

Q.  That  is  circulated  among  the  trade  ?  A.  Tes,  sir ;  I 
keep  it  private  to  a  very  considerable  degree,  and  it  is  one  of 
the  conditions  of  the  circulation  that  it  shall  be  kept,  to  a  cer- 
tain degree,  private. 

By  Mr.  Sterne  : 

Q.  Cast  your  eye  over  this  map  of  pipes  in  the  upper  dis- 
trict ;  do  you  recognize  them  at  all  (showing  witness  a  map)  ? 
A.  Yes,  sir ;  I  think  I  do. 

Q.  Whose  pipes  are  they  ?  A.  I  don't  see  any  of  the  Tide- 
water pipe  ;  their  point  of  delivery  of  oil  for  their  trunk  lines 
is  at  Frisbee  ;  I  don't  see  that  any  feeding  pipe  runs  into  Fris- 
bee  station  ;  and  the  balance  of  the  pipes  of  the  northern  field 
are  known  as  the  pipes  of  the  United  Pipe  Line. 

By  the  Chairman  : 

Q.  Does  that  include  all  of  these  (referring  to  the  map)  ?  A. 
Yes,  sir ;  I  understand  that  recently  there  is  a  distinction 
made  between  the  American  Transfer  and  the  United ;  but  it  is 
a  new  thing,  and  it  is  something  that  the  trade  in  the  oil  coun- 
try know  nothing  about ;  we  have  no  knowledge  of  any  busi- 
ness ;  it  is  a  recent  thing  that  I  knew  anything  of  the  nature 
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of  the  business  which  they  claim  to  do ;  of  course  they  were 
one  of  the  consolidated  lines  some  years  ago ;  they  were 
merged  in  as  the  trade  supposed,  with  other  lines,  and  stood 
on  the  same  footing  in  the  consolidation  as  the  othtr  lines  thUt 
were  merged  in. 

By  Mr.  Stebne  : 

Q.  When  did  that  consolidation  take  place,  and  what  lines 
did,  at  the  time  of  the  consolidation,  the  American  Transfer 
Company  own  ?  A.  That  consolidation  was  made  complete  in 
the  fall  of  1877,  by  the  purchase  of  the  Columbia  Conduit 
Company  Line  from  Butler  County  to  Pittsburgh,  and  by  the 
purchase  of  the  Empire  system  of  pipe  lines  which  extend 
in  the  Clarion,  and  in  the  Butler  and  in  the  Bradford  district ; 
previous  to  that  the  United  Pipe  Lines  had  absorbed  several 
pipe  lines ;  I  can  name  the  Antwerp  Line,  the  New  York  Line, 
the  Atlantic  Line  ■  and  the  American  Transfer — I  think  the 
American  Transfer  was  previously  absorbed — in  Clarion 
County  ;  in  Butler  County,  Grant  Line,  the  Karns  Line,  the 
Conduit  Line,  the  Empire  Line — I  think  that  included  all  in 
Butler  County  ;  I  think  it  was  previous  to  this — yes,  it  was 
previous  to  this  final  purchase  of  the  Conduit,  and  of  the  Em- 
pire Line, — I  think  the  American  Transfer  of  Bradford  had 
been  merged  in  with  the  United  previous  to  that  consolidation. 

Q.  What  was  the  American  Transfer  of  Bradford,  at  the 
time  ?  A.  There  were  two  lines  originally  there  getting  the 
Bradford  business ;  there  was  the  American  Transfer  and  the 
Empire  Line. 

Q.  Is  it  marked  on  here  ?  A.  I  would  hardly  be  able  to  dis- 
tinguish ;  I  can  see  one  thing  here ;  the  Empire  Pipe  Line  and 
the  Union  Pipe  Line  (I  believe  that  is  the  name  it  is  called)  in 
the  Bradford  District— no,  it  was  called  the  Olean  Pipe  Line 
before  the  consolidation,  and  their  point  of  delivery  was  Olean, 
and  the  American  Transfer — their  point  of  delivery  I  think 
was  exclusively  along  this  branch  of  the  Erie  Bailroad  that 
runs  up  to  Bradford  and  further  south  ;  then  it  was  a  later 
consideration  the  extension  of  the  line  to  Carrollton,  Sala- 
manca, and  to  the  Philadelphia  and  the  Erie  Road  at  McKean ; 
■and  also  making  a  more  extended  connections  to  Olean  ;  that 
was  after  the  consolidation  took  place. 

Q.  That  was  done  by  the  United  Pipe  Line  ?  A.  It  was 
done  as  I  suppose,  by  the  United  Pipe  Line. 
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By  the  Chairman  : 

Q.  The  business  that  has  been  done  by  these  lines  desig- 
nated here  in  green  as  belonging  to  the  American  Transfer  Com- 
pany, if  reported  at  all,  has  been  reported  in  connection  with  the 
United  Pipe  Line,  I  understand?  A.  Yes,  sir ;  there  has  been 
nothing  transpired  in  the  public  way  to  show  that  the  Ameri- 
can Transfer  was  a  separate  organization  from  the  United ; 
they  do  not  show  as  a  pipe  line  according  to  the  requirements 
of  the  law  of  Pennsylvania  ;  that  is,  they  do  not  publish  state- 
ments of  runs,  and  they  do  not  publish  stocks  ;  at  least  I  have 
never  heard  of  any,  and  of  course  it  would  be  my  business  to 
know  about  that,  and  they  are  never  quoted  as  having  any 
stocks  or  making  any  runs  ;  they  do  not  make  any  runs  from 
the  wells  ;  there  is  no  doubt  about  that. 

By  Mr.  Steene  : 

Q.  There  is  no  doubt  about  it  ?  A.  No  question  about  it 
whatever. 

Q.  Can  you  state  what  were  the  oil  shipments  from  the  oil 
regions  this  year  ?  A.  Yes,  sir  ;  I  have  figures  up  to  the  1st 
of  November. 

Q.  Before  you  do  that  let  me  draw  your  attention  to  this 
other  matter  ;  consider  that  question  withdrawn  for  the  pres- 
ent ;  do  you  recognize  this  Butler,  Armstrong,  Clarion  County 
map  (showing  witness  a  map)  ?     A.  I  do  ;  yes,  sir. 

Q.  These  various  pipe  lines  that  are  marked  here  in  differ- 
ent colors  represent,  according  to  the  map,  the  year  in  which 
they  were  constructed  ;  can  you  tell  this  Committee  who  own 
or  control  these  several  lines  ?     A.  Now  ? 

Q.  Yes.  A.  I  believe  I  see  no  lines  but  what  are  controlled 
by  the  United  Line. 

Q.  Then  that  whole  system  of  lines  is  in  the  hands  of  the 
United  Pipe  Line  ?  A.  There  is  a  line  to  Pittsburgh  which 
belongs,  as  I  understand,  to  the  American  Transfer,  and  is 
part  of  the  system  of  the  United  Pipe  Line  ;  the  other  lines 
which  I  have  enumerated  here  are  around  Oil  City  and  around 
Titusville  and  Tidioute  ;  very  small,  unimportant  lines  and 
running  a  thousand  or  two  thousand  barrels  a  month  ;  there 
is  one  line  the  Tidioute  &  Titusville  which  runs  considerably 
more  than  that,  but  they  are  comparatively  of  very  little  im- 
portance. 
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Q.  What  proportion  think  you ;  you  have  already  testified, 
about  nine  per  cent.  ?     A.  Yes  ;  I  think  about  nine  per  cent. 

(Map  of  the  lower  district ;  Pennsylvania  oil  regions,  received 
and  marked  "  Exhibit  No.  1,  December  ),  1879.") 

(Map  of  the  upper  or  Pennsylvania  and  New  York  oil 
regions,  received  and  marked  "Exhibit  No.  2,  December  1, 
1879.") 

Q.  These,  you  say,  are  all  under  the  control  of  the  United 
Pipe  Line  ?    A.  Yes,  sir. 

Q.  And  the  United  Pipe  Line  is  in  its  turn  under  the  con- 
trol of  the  Standard  Oil  ?     A.  I  so  understand  it  to  be. 

Q.  Can  you  tell  us  the  total  shipments  of  petroleum  from 
the  oil  regions  to  New  York  this  year  ?  A.  Yes,  sir  ;  the  total 
shipments  from  the  regions— out  of  the  regions  to  various 
points,  in  crude  oil  (and  refined  oil  reduced  to  its  crude  equiv- 
alent) from  January  to  October,  inclusive,  of  this  year  were 
12,900/240  barrels. 

Q.  That  is  the  total  shipment  to  all  points?  A.  To  all 
points  ;  yes,  sir. 

Q.  What  percentage  of  that  did  the  Tide-water  Pipe  Line 
take,  do  you  know  ?  A.  The  Tide-water  took  from  the  1st  of 
June  to  the  1st  of  November,  257,786  barrels ;  they  moved 
that  out  of  the  region. 

Q.  What  percentage  of  that  came  to  New  York,  do  you 
know?  A.  Ninety-four  per  cent,  came  to  New  York,  241,225 
barrels  ;  10,802  to  Philadelphia,  and  5,759  to  Williamsport. 

Q.  What  percentage  of  the  petroleum  that  leaves  the  oil 
regions  by  means  of  the  trunk  lines  comes  to  New  York  ? 

Mr.  Shipman— You  mean  the  four  trunk  lines'? 

Mr.  Sterne — Yes. 

The  Witness — -Yes  ;  the  gathering  lines  that  are  associated 
and  connected  with  the  trunk  lines  ;  I  find  that  the  oil 
coming  to  New  York  was  50T4T  per  cent,  over  these  Standard 
lines  of  transportation. 

By  Mr.  Blanchaed  : 

Q.  How  much  went  west ?     A.  To  Cleveland? 

Q.  Anywhere  west  ?     A.  I  can  give  the  figures  to  Cleveland. 

Q.  That  is,  50^  per  cent,  of  the  whole  production  east  and 
west  came  to  New  York  City?  A.  Yes,  sir;  to  Cleveland 
2,031,520  barrels. 
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Q.  What  proportion  came  to  New  York  deducting  what 
went  west  ?     A.  I  have  not  made  the  figures  on  that. 

By  the  Chairman  : 

Q.  Isn't  there  a  good  deal  of  that  went  to  Cleveland?  A. 
Yes,  sir  ;  a  portion  of  that  after  being  refined  comes  east  for 
export. 

By  Mr.  Blanchard  : 

Q.  Then  it  does  not  appear  in  your  50^-  per  cent.  ?  A.  No, 
sir  ;  it  goes  to  Cleveland,  and  is  refined  there. 

Q.  Does  your  statement  include  what  went  to  Pittsburgh  ? 
A.  Yes,  sir  ;  to  Pittsburgh  1,637,807  barrels. 

Q.  Does  jour  statement  of  what  arrived  in  New  York  in- 
clude that  also  ?     A.  No,  sir. 

Q.  Only  what  was  shipped  direct  from  the  regions  ?  A. 
Shipped  direct  from  the  region?  ;  yes,  sir. 

By  Mr.  Sterne  : 

Q.  Can  you  explain  to  us  what  the  position  of  the  United 
Pipe  Line  in  the  oil  regions  is  ?  A.  The  position  of  the  United 
Pipe  Line  is  in  gathering  most  of  the  oil  and  holding  it  (a 
portion  of  it,  or  the  very  large  amount  that  I  show  here,  up 
towards  7,000,000  barrels)  in  their  tanks,  and  in  moving  it  for 
shipment  to  the  railroads. 

Q.  How  long  has  it  held  that  position  ?  A.  It  has  held  that 
position  substantially,  I  think,  as  it  is  now,  since  October, 
1877,  from  the  time  that  the  Empire  lines  were  amalgamated 
with  the  United. 

Q.  Is  that  the  way  that  the  United  Pipe  Line  obtained  that 
position,  by  the  amalgamation  of  the  Empire  lines  ?  A.  There 
was  a  sale  of  the  Empire  Transportation  Company's  property, 
I  understand,  the  cars  and  pipe  lines,  to  the  Standard  Oil 
Company ;  I  think  the  sale  was  to  the  Standard  Oil  Com- 
pany, and  they  already  had  an  interest  in  the  United  Pipe 
Line ;  the  Standard  Oil  did,  and  they  already,  I  believe,  had 
purchased  the  Columbia  Conduit  Company  to  Pittsburgh,  and 
the  last  step  was  in  getting  the  Empire  system  of  pipe  lines, 
and  there  has  been  no  special  change'since  that  time. 
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By  the  Chairman  : 

Q.  That  was  in  1877  ?  A.  There  has  been  an  extension  of 
lines,  particularly  in  the  Bradford  field,  but  there  has  been  no 
absorption  of  companies,  I  believe,  since  that  time. 

By  Mr.  Steene  : 

Q.  At  what  time  did  the  Standard  Oil  Company  make  its 
appearance  as  a  dominant  influence  in  the  petroleum  region  ? 
A.  We  have  known  of  the  Standard  Oil  Company  very  prom- 
inently there  at  least  since  1870,  but  they  have  not  had  any 
such  position  as  they  have  now  until,  say  in  1877,  when  the 
Empire  Line,  which  was  a  competing  property,  went  out  of 
existence  as  an  independent  organization. 

Q.  Before  you  became-  by  occupation  a  gatherer  of  informa- 
tion upon  the  subject  of  petroleum,  what  was  your  occupa- 
tion ?  A.  I  dealt  in  machinery,  had  a  foundry,  a  machine 
shop,  &c,  and  had  a  business  pertaining  to  the  supply  of  oil 
wells. 

By  Mr.  Shipman  : 

Q.  Where  ?     A.  At  Oil  City. 

By  Mr.  Steene  : 

Q.  So  you  are  familiar  with  the  persons  and  the  character 
of  the  business  of  the  oil  people  ?  A.  Yes,  sir ;  I  have  been 
in  the  region  since  1865,  and  of  course  I  have  paid  more  at- 
tention since  I  have  taken  up  this  business,  and  have  learned 
a  good  deal  more  than  I  knew  when  I  was  in  my  other  busi- 
ness. 

Q.  Can  you  tell  this  ComiuHtee  by  what  process  the  power 
of  the  Standard  Oil  Company  was  acquired  ?  A.  It  was  ac- 
quired by  getting  rid  of  the  competition  ;  by  having  no  com- 
peting pipe  lines  ;  do  you  refer  to  their  power  in  the  oil 
country  ? 

Q.  In  the  oil  countiy  ?  A.  There  was  the  Empire  Pipe 
Line,  which  was  a  company  representing  a  very  large  capital ; 
as  long  as  they  were  in  the  business,  of  course,  there  were  two 
powerful  companies,  but  previous  to  that  time,  and  previous 
to  the  final  absorption  of  the  Empire  there  had  been  com- 
panies of  less  importance ;  the  Columbia  Conduit  was  a  very 
strong  company,  and  then  there  were  various  companies  not 
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approximating  to  these  three  companies  in  importance,  that 
were  gradually  absorbed  in  about  a  couple  of  years  by  the 
United  Pipe  Line ;  by  the  wiping  out  of  these  independent 
organizations  the  United  Pipe  Line  became  the  great  power 
in  the  couutry  for  the  carrying  of  oil  and  carrying  of  stocks. 

Adjourned  to  December  2, 1879,  at  10  A.  m. 


New  Tobk,  December  2,  1879. 

The  Committee  met  pursuant  to  adjournment. 

Present :  All  the  members,  except  Messrs.  Wadswokth, 
and  Grady. 

John  0.  Welch  recalled. 

By  Mr.  Sterne  : 

Q.  When  was  it  that  this  wiping  out  of  independent  organi- 
zations and  the  absorption  by  the  United  Pipe  Lines  of  sub- 
stantially the  whole  of  the  pipeage  system  of  the  oil  regions 
took  place  ?  A.  I  think  it  took  place  about  two  years  previous 
to  the  final  purchasing  of  the  Empire  Line,  about  two  years  I 
think  iu  getting  different  lines ;  it  may  have  been  a  little  over 
that,  but  in  the  vicinity  of  two  years. 

Q.  Then  it  was  early  in  1875,  was  it?  A.  I  should  say 
early  iu  1875 ;  I  am  inclined  to  think  it  was  in  1875,  that  the 
lines  began  to  be  pnrchased  by  the  United. 

Q.  How  did  that  purchase  take  place,  was  it  a  fair  purchase 
or  was  it  to  some  degree  compulsory?  A.  That  is  something 
that  was  very  little  known  about  on  the  surface ;  these  lines 
were  embarrassed,  the  lines  that  sold  out ;  they  found  they 
were  not  able  to  do  a  remunerative  business;  I  think  that  was 
the  reason  that  the  sale  took  place ;  I  know  some  lines  were 
very  much  embarrassed  previous  to  their  sale. 

Q.  What  I  want  to  get  at  is,  if  you  know,  did  that  em- 
barrassment arise  from  their  inability  to  compete  with  the 
other  lines  in  the  supply  of  oil  to  the  railways  ?  A-  It  must 
have  bean  in  that  way  because  that  is  what  their  business  per- 
tained to,  moving  oil  from  the  wells  to  the  railways, 
22 
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By  Mr.  Scudder  : 

Q.  Is  that  absolute  knowledge  or  mere  inference  ?  A.  It  is 
the  only  way  I  see  where'n  the  embarrassment  could  occur. 

Q.  That  is  an  opinion?  A.  Well,  you  might  call  it  an 
opinion. 

By  Mr.  Stekne  : 

Q.  You  were  not  permitted  to  finish  your  answer?  A.  I 
only  know  that  they  were  embarrassed  and  sold  out ;  that  is 
as  far  as  my  positive  information  goes. 

Q.  And  that  gave  the  Standard,  as  you  said,  the  CDntrol  of 
the  crude  petroleum? 

Mr.  Scuddee — Did  he  say  that  ? 

Mr.  Sterne — Yes,  he  said  that,  yesterday;  you  s>aid  the 
United  was  controlled  in  its  turn  by  the  Standard. 

The  Witness — Yes,  that  is  the  way  it  is  regarded  in  the  oil 
country. 

By  Mr.  Scudder  : 

Q.  Do  you  say  that  of  your  own  knowledge  ?  A.  No ;  I 
say  that  as  my  belief,  and  as  the  prevailing  opinion  iu  the  oil 
country. 

By  Mr.  Sterne  : 

Q.  As  a  matter  of  knowledge,  don't  you  know  that  the 
United  Pipe  Lines  and  Standard  have  officers  in  common  and 
stockholding  interests  in  common?  A.  Yes,  I  think  that  is 
within  my  positive  knowledge ;  that  is  a  fact  ;  I  will  say  that 
the  Standard  may  not  have  offices  in  common  with  the  United 
lines— that  is,  in  the  same  rooms,  they  maybe  in  separate 
buildings. 

Q.  Officers  I  said?  A.  Yes;  let  me  look  into  that  one  mo- 
ment more  closely. 

Mr.  Scudder— I  guess  you  had  better. 

The  Witness — Officers  in  common  ;  I  think  so;  I  think  the 
President  of  the  United  Line — I  am  quite  sure  that  he  is  a 
Director  in  the  Standard  Oil  Company — Mr.  O'Day,  a  Director 
and  Vice-President  of  the  United  Linos,  is  the  chief  repre- 
sentative, I  believe,  of  the  American  Transfer  Company,  and  I 
think  the  whole  thing  is  interlaced  in  that  way  more  or  less. 
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By  Mr.  SteenE  : 

Q.  That  gave  the  United  Pipe  Lines  the  control  of  the 
crude  petroleum  in  those  districts — the  absorption  of  the  lines, 
you  say  ?  A.  Yes,  sir ;  that  is,  the  control  of  moving  oil  from 
the  wells. 

Q.  To  the  railways  ?     A.  Yes,  sir  ;  the  point  of  delivery. 

Q.  When  was  it  that  the  refining  interests  in  the  oil  regions 
were  being  absorbed  by  the  Standard  Oil  Company  ?  A.  I 
think  that  was  very  largely  absorbed  before  the  pipelines  were 
purchased  by  the  United ;  T  think  that  was  somewhat  previous. 

<J.  To  what  extent  did,  within  your  own  knowledge,  the  ab- 
sorption by  the  Standard  of  other  people's  refineries  and  the 
dismantling  of  refineries  and  breaking  up  of  businesses,  go  on 
in  the  oil  regions?     A.  Please  state  that  again. 

Q.  To  what  extent  did  that  proceed  ? 

Mr.  Scodder — To  your  own  knowledge. 

Mr.  Sterne — To  your  own  knowledge,  of  course. 

A.  It  was  a  matter  of  public  repute  for  years  in  regard  to 
their  purchases  of  refineries. 

Mr.  Scodder— That  is  hearsay  ;  do  you  want  that? 

Mr.  Sterne — No ;  but  let  him  answer ;  it  is  introductory  to 
what  he  proposes  to  say. 

The  Witness — I  can  refer  to  a  statement  published  by  the 
Hon.  Lewis  Emery ;  he  was  a  member  of  the  Legislature  of 
Pennsylvania  last  winter ;  he  made  a  public  statement,  a  print- 
ed statement,  which  he  circulated  quite  extensively. 

Mr.  Scodder — Do  you  want  that  ? 

The  Chairman — If  it  is  a  matter  of  public  knowledge  through 
the  oil  regions  that  such  a  state  of  facts  existed,  you  can  state 
that. 

By  Mr.  Sterne  : 

Q.  As  to  that  report,  do  you  know  from  your  position  as  a 
gatherer  of  information  in  the  oil  regions,  added  to  your  per- 
sonal knowledge,  that  that  report  was  accurate  and  correct? 

The  Chairman — What  do  you  propose  to  do — identify  a  re- 
port here  ? 

Mr.  Sterne  —No. 

The  Chairman — Then  ask  him  as  to  the  information  ;  you 
gain  nothing  by  asking  as  to  the  report. 

The  Witness — I  cannot  follow  the  entire  statement  made  by 
Mr.  Emory. 
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•The  Chairman— We  don't  care  anything  about  that.  Let  us 
have  the  facts  that  you  know  bearing  upon  this  ;  no  matter 
where  you  got  the  information  if  you  have  information,  give  us 
the  facts. 

The  Witness — That  was  a  matter  of  common  knowledge  in 
the  oil  country  that  they  were  constantly  buying  up  refineries, 
and  had  been  for  a  term  of  years,  and  this  statement  that  I  re- 
ferred to  was  a  sort  of  detailed  statement  in  regard  to  that, 
how  many  were  bought  at  such  a  point,  and  what  their  ca- 
pacity was,  giving  the  name  of  the  refinery  and  its  capacity, 
location,  etc.  It  was  a  very  succinct  statement  of  the  whole 
subject  made  by  Mr.  Emery. 

By  Mr.  Sterne  : 

Q.  Is  it  a  long  thing  at  all?  A.  I  have  the  heading  of  the 
statement  right  here  ;  I  reproduced  it  from  the  statement ;  I 
think  I  have  merely  the  heading  of  it.     (Producing  a  paper.) 

Q.  Can  you  summarize  it  for  the  Committee,  ?  A.  Yes,  sir ; 
it  is  summarized  in  its  title. 

Mr.  Scudder — Mr.  Chairman,  do  you  take  it  in  that  form — 
the  witness  summarizing  from  somebody  else's  statement.  This 
is  not  general  repute. 

The  Witness— It  is  supported  by  the  general  belief  in  the 
oil  country. 

Mr.  Scudder — General  belief  created  by  a  statement  of  things 
existing  prior  to  the  statement. 

The  Witness — Prior  to  the  statement ;  not  made  by  the 
statement,  but  prior  to  the  statement.  All  I  have  here  is  the 
heading. 

The  Chairman — I  don't  believe  there  is  any  controversy,  but 
that  the  Standard  Oil  people  have  been  buying  up  companies. 

Mr.  Scudder — Not  at  all,  but  I  suppose  the  Committee  de- 
sire accurate  information  and  not  this  sort. 
■    Mr.  Sterne — I  know,  but  we  cannot  get  it  from  the  Standard 
people,  and  we  must  get  it  as  best  we  can. 

The  Witness — There  were  two  departments  to  the  circular, 
and  the  heading  of  one  was  "  Partial  list  of  petroleum  refine- 
"  ries  in  Pennsylvania,  exclusive  of  Pittsburgh,  bankrupted, 
"  squeezed  out,  bought  up,  leased  or  dismantled  by  the  great 
"  oil  monopoly  of  Ohio  and  New  York,  known  as  the  Standard 
"  Oil  Company."     Then   I  summarize   the   statement  in  this 
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way  :  "  This  list  comprises  seventy-five  refineries,  giving  loca- 
"  tion,  name  of  firm,  and  capacity,  anrl  in  addition  to  this  he 
"  states  that  in  1867  there  were  in  Pittsburgh  " — the  first 
statement  did  not  include  Pittsburgh. 

The  Chairman — Now,  instead  of  giving  us  what  he  states> 
give  us  what  you  can  state  ? 

The  Witness— I  cannot  state  anything  in  figures. 

The  Chairman — State  it  in  general  terms  then  ? 

The  Witness — That  they  had  obtained  control  by  1877  of  all 
the  refineries  in  the  oil  country  ;  possibly  there  were  refineries 
that  would  have  a  capacity  of  300  or  400  barrels  or  so  a  day — 
no,  I  shouldn't  think  over  half  that — little  bits  of  refineries 
depending  upon  a  little  local  trade. 

By  Mr.  Sterne  : 

Q.  Which  they  did  not  get  control  of?  A.  I  think  there 
were  some  that  they  did  not  get  control  of ;  I  am  not  quite  sure 
about  that,  and  I  know  there  have  been  some  in  existence  re- 
cently. 

Mr.  Scudder  — I  will  not  occupy  your  time  but  one  moment, 
but  I  think  I  ought  to  have  my  voice  heard  somewhere  through 
this  record  :  is  this  a  fair  subject  of  investigation  under  the 
resolution  vitalizing  your  Committee — what  the  Standard  Oil 
Company  did  in  the  way  of  refineries  in  the  oil  regions  ? 

The  Chairman — It  is  claimed  that  they  did  all  tliis,  or  were 
enabled  to  do  all  this,  by  means  of  the  superior  advantages  of 
transportation  given  them  by  the  roads  that  we  are  investiga- 
ting and  in  that  way  it  connect  itself  with  the  investigation. 

Mr.  Scudder— Then  Mr.  Blanchard  will  protect  the  railroads, 
I  suppose. 

The  Witness — In  Pittsburgh  there  was  some  more  vitality 
among  the  refineries,  I  think,  as  they  had  some  water  trans- 
portation, and  they  could  get  the  refined  oil  out  by  the  Ohio 
river,  and  they  could  get  some  oil  to  Pittsburgh  by  water,  and 
then  they  could  get  oil  to  Pittsburgh  by  cars,  but  paying  rates 
I  understand  which  were  greater  than  the  refineries  paid  that 
were  associated  with  the  Standard. 

By  the  Chairman  : 

Q.  I  understand  your  testimony  on  this  subject  to  amount 
simply  to  this,  that  by  1877  the  Standard  people  had  virtual 
control  of  all  the  refineries  in  the  oil  region  ?     A.  Yes,  sir. 
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Q.  With  the  exception  of  some  small  ones  ?     A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  To  what  extent  had  they  control  of  the  refining  interests 
of  the  country-  the  whole  country  ?  A.  That  is  a  matter  that 
there  is  no  definite  figures  about ;  I  should  say  they  had  the 
control  of  more  than  90  per  cent. — have  had  recently — may  have 
had  control  of  95  per  cent. 

Q.  Of  the  refining  interests  ?     A.  Yes,  sir. 

Q.  Of  the  whole  country  ?  A.  Of  the  whole  country  ;  I 
understand  that. 

Q.  What  effect  had  that  monopoly  upon  the  product  which 
was  exported  of  refined  petroleum  ?  A.  The  refined  petroleum 
that  went  to  Europe  in  the  year  1878  was  a  very  inferior  arti- 
cle, all  of  it,  or  a  very  large  portion  of  it ;  even  what  was 
classed  as  superior  brands  was  a  poor  article,  so  much 
so  that  in  London  on  'the  10th  or  14th  of  January  the 
English  trade  met  at  London  and  remonstrated  in  re- 
gard to  the  subject,  and  the  Continental  trade  met  at 
Bremen  on  February  25th ;  I  was  in  Europe  at  the  time 
those  meetings  took  place  ;  I  was  all  through  the  countries 
where  petroleum  is  most  liberally  consumed  ;  I  visited  the  Shale 
oil  trade  in  Glasgow  where  they  are  making  a  very  superior 
article  of  shale  oil  that  is  in  competition  with  American  re- 
fined oil  and  the  character  of  which  is  very  good  indeed,  and 
there  was  a  prospect  of  its  coming  into  use  very  much  larger 
than  it  had  been  on  account  of  the  deteriorated  quality  of  the 
American  refined  oil.  Perhaps  I  might  tell  where  I  was  ;  I  saw 
the  trade  in  Liverpool,  in  London,  in  Hull,  in  Bristol,  Exeter 
and  Plymouth  upon  that  subject ;  I  saw  the  oil  trade  in  Paris; 
they  were  not  troubled,  however,  in  this  way,  inasmuch  as  they 
only  bring  crude  oil  into  France  and  there  refine  it. 

By  the  Chairman  : 

Q.  What  has  the  defective  condition  of  the  oil  shipped  to 
Europe  to  do  with  the  Standard?  A.  The  Standard  were 
about  the  only  manufacturers;  they  were  manufacturing  90  or 
95  per  cent. 

Q.  And  they  did  not  manufacture  a  good  article  ?  A.  They 
did  not  manufacture  a  good  article. 

Mr.  Sterne — And  we  were  threatened  in  consequence  of  this 
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monopoly  by  the  railways  with  a  loss  of   an  enormous  part  of 
our  export  trade. 

The  Witness — I  have  testimony  from  our  Consul,  Mr.  Weav- 
er, in  Antwerp,  and  Mr.  Wilson  King,  in  Bremen,  on  the 
subject. 

The  Chairman — This  testimony  is  pertinent  so  far  as  refut- 
ing the  claim  that  they  manufactured,  a.superior  article  ;  in  any 
other  view  it  does  not  seem  to  me  that  it  is  ;  you  may  com- 
plete your  statement,  as  concisely  as  possible,  Mr.  Welch,  on 
that  subject. 

The  Witness — Mr.  John  E.  Weaver,  Consul  at  Antwerp, 
wrote  a  letter  to  the  Hon.  F.  W.  Seward,  Assistant  Secretary 
of  State,  dated  February  9th,  1879,  and  Mr.  Wilson  King,  Con- 
sul at  Bremen,  wrote  a  letter  to  the  Assistant  Secretary  of 
State,  dated  February  27th,  1879,  and  also  wrote  a  letter  dated 
Bremen,  March  6th,  1879,  and  there  are  just  a  iew  lines  in 
Mr.  Weaver's  letter  that  show  the  tone  of  the  thing  which, 
perhaps,  it  would  be  well  for  me  to  read  :  "  But  whatever  be 
the  result  of  the  meeting  at  Bremen  " — this  meeting  at  Bremen 
was  about  to  take  place,  and,  by  the  way,  I  will  state  that  this 
meeting  at  Bremen  was  composed  of  delegates  from  the  Cham' 
bers  of  Commerce  of  Antwerp,  Amsterdam,  Berlin,  Breslau, 
Christiana,  Copenhagen,  Danzig,  Frankfort-on-the-Main,  Ham- 
burg, Konigsburg,  Lubeck,  Mannheim,  Nurnberg,  Bostock, 
Rotterdam,  Stettin,  Trieste,  Moscow  and  Vienna ;  nearly 
all  the  countries  of  the  Continent  were  represented,  ex- 
cept France,  which  refines  its  own  oil  and  was  not  suf- 
fering in  this  way  ;  the  extract  from  Mr.  Weaver's  letter 
is :  "  But  whatever  be  the  result  of  the  meeting  at  Bremen 
"  I  now  feel  it  my  duty  to  warn  refiners  in  the  United'  States 
"  of  the  dangers  that  threaten  their  interests  in  Belgium, 
"  for  although  there  may  be  but  little  or  no  native  illuminating 
"  oils  in  this  country  able  to  compete  in  price  with  the  Ameri- 
"  can  petroleum,  yet  if  confidence  in  the  refined  article  be  lost, 
"  or  suspicion  of  clanger  be  aroused,  such  restrictions  may  be 
"  imposed  upon  the  importation  thereof,  that  the  trade  wil] 
"  suffer  greatly,  likewise  the  consumption  of  petroleum  will 
"  diminish,  even  if  gas,  rape-seed  oil,  and  tallow  candles  must 
"  be  brought  into  requisition  again  to  the  detriment  of  those 
"  most  directly  concerned  in  the  United  States  as  producers, 
'*  refiners  and  shippers  in  particular,  and  likewise  the  United 
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"  States  in  genera! ;  for  the  country  cannot  now  afford  to 
"  recede  from  her  European  trade  in  this  product  so  essen- 
"  tially  her  own  any  more  than  can  her  merchants  to  afford  to 
"  lose  the  confidence  of  foreigners  in  their  commercial  in- 
"  tsgrity." 

By  Mr.  Scddder  : 

Q.  Did  you  give  the  date  of  that  ?  A.  Yes,  sir  ;  February, 
1879, 1  made  a  memorandum  of  a  remark  when  I  was  in  Ant- 
werp (I  have  the  original  memorandum),  of  what  a  gentleman 
said  to  me  while  I  was  in  Antwerp  ;  he  is  a  gentleman  of  re- 
pute and  a  merchant  there  in  Antwerp  ;  he  said,  "I  am  of  the 
"  opinion  that  if  the  petroleum  business  continues  to  be  con- 
"  ducted  as  it  has  been  in  the  past  that  in  Europe  the  petro- 
"  leutn  business  will  go  to  smash." 

Q.  Give  the  name  in  that  connection  ?  A.  The  firm  name 
was  Messrs.  Brand  &  Co. 

By  the  Chairman  : 

Q.  What  reason  did  he  assign  for  that  opinion  ?  A.  The 
inferior  quality  of  the  oil  and  the  trouble  that  was  resulting 
with  the  consumers. 

Q.  The  imperfect  quality  ?  A.  The  imperfect  quality  of  the 
refined  oil :  at  this  meeting  at  Bremen  which  was  an  excited 
meeting,  and  great  indignation  was  expressed  and  a  great  deal 
of  feeling  was  aroused,  there  was  a  series  of  resolutions  pass- 
ed ;  I  will  just  read  a  few  lines  from  those — from  their  pre- 
amble, I  believe  it  is  : 

"They  consequently  demand  from  the  American  refiners, 
"  and  especially  from  the  Standard  Oil  Company, 

"  First. — That  they  give  greater  care  to  the  refining  of  crude 
"  oil  than  they  have  recently  done,  in  order  that  the  petroleum 
"  may  in  future  be  again  as  free  as  it  formerly  was  from  acids 
"  and  heavy  oils,  that  inferior  quality  may  no  longer  be  ship- 
"  ped  to  Europe,  and  that  the  consumer  may  again  receive  the 
"  former  customary  good  quality." 

Then  they  have  some  resolutions  pertaining  to  packages  and 
certificates,  etc.,  and  the  appointment  of  inspectors,  and  to  be 
informed  in  regard  to  it.  Now,  I  may  add  that  the  German 
Government  took  the  matter  in  hand,  and  there  was  a  com- 
mission appointed  to  inquire  into  the  character  of  Apierican  pe-* 
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troleuin,  aud  they  found  tha  the  American  petroleum  that  they 
were  receiving  was  injurious  to  the  health  on  account  of  ad- 
mitting of  imperfect  combustion,  and  on  account  of  the 
inferior  quality  and  the  emission  of  carbonic  acid  gas,  which 
was  regarded  as  injurious  to  health,  and  by  the  peculiar 
light  which  it  gave  it  was  also  injurious  to  the  eyes,  etc.,  and 
the  Government  did  that  with  a  view  of  passing  a  law  restrict- 
ing its  importation  and  putting  it  in  the  hands  of  inspectors 
in  their  country,  which  the  trade  of  Europe  were  very  desirous 
should  not  take  place  ;  they  wanted  the  thing  to  be  governed 
by  the  trade  in  this  country  by  proper  inspectors,  etc.,  and  by 
refiners  making  a  proper  quality,  and  they  would  try  and  see 
that  only  a  proper  article  was  introduced  to  consumers,  be- 
cause they  thought  if  any  restrictions  of  that  kind  were  im- 
posed, the  same  as  Mr.  Weaver  says  in  his  letter  from  Ant- 
werp, it  would  reduce  the  consumption  ;  the  Standard  Oil 
Company  were  represented  in  Europe  at  this  time  by  Mr. 
Lockwood ;  he  says  in  the  opening  of  his  letter:  "I  have 
"  been  sent  here  at"  the  request  of  the  Standard  Oil  Com- 
pany." 

By  Mr.  Sctjddeh  : 

Q.  You  know  that  fact,  I  suppose?  A.  Yes,  sir;  it  is  in  his 
letter. 

Q.  His  letter  is  not^evidence  of  it,  I  take  it ;  but  you  kuew 
the  fact  that  he  represented  the  Standard  Company  ?  A.  He 
represents  it  in  his  letter. 

Q.  What  a  man  represents  does  not  always  exist  as  a  fact? 
A.  I  met  him  in  Europe  and  talked  with  him. 

Q.  Then  your  only  knowledge  of  his  representation  of  the 
Standard  Oil  Company  was  derived  from  his  statements  that 
he  was  the  representative?     A.  From  his  own  specific  letter. 

The  Chaieman—  That  is  sufficient. 

Mr.  Scudder — Establishing  agency  by  a  man  saying  that  he 
is  an  agent  ? 

The  Witness — He  was  accepted  in  Europe  as  the  agent  by 
the  trade. 

The  Chaieman — Proceed. 

The  Witness — He  says  :  "  I  have  been  sent  here  at  the  re- 
"  quest  of  the  Standard  Oil  Company  aud  American  refiners 
"  generally,  to  investigate  the  causes  of  complaint  which  have 
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"  arisen  in  regard  to  the  burning  qualities  of  some  petroleum 
"  shipped  during  the  past  season."  Then,  further  on,  he  takes 
the  position  that  the  character  of  crude  oil  has  deteriorated ; 
the  Bradford  region  was  producing  at  that  time  the  most  of  the 
crude  product,  and  its  quality  is  different  from  the  crude  of 
the  lower  oil  country,  and  it  is  not  practicable  to  make  the 
same  oil  from  the  Bradford  oil  that  it  was  from  the  Butler  and 
Clarion  oil ;  Mr.  Lockwood's  remedy  was  that  they  should 
change  burners-  and  change  wicks  ;  this  proposition  was  not 
entertained  with  any  respect  by  the  trade  in  Europe,  and  I 
confirmed  their  position  as  being  a  correct  one  ;  I  took  the 
ground  that  a  good  quality  of  oil  could  be  made  from  the 
Bradford  oil.  < 

By  the  Chaieman  : 

Q.  Well,  it  can  be,  can  it  ?  A.  It  has  since  proved  that  it 
makes  just  as  good  oil  as  any  other  ;  I  was  going  to  come  to 
that  in  a  moment ;  Mr.  Lockwood  treated  the  matter  of  the 
change  of  burners  and  wicks  as  a  small  matter,  as  a  mere 
matter,  he  says,  of  changing  wicks  and  burners.  He  says  : 
"  I  have  been  asked  the  question,  whether  by  paying  a  higher 
"  price  an  oil  could  not  be  obtained  from  the  Bradford  crude 
"  which  would  burn  satisfactorily  with  the  wicks  and  burners 
"  now  in  use.  In  answer  thereto  I  must  state,  that  it  is  not  a 
"  question  of  price,  but,  as  already  explained,  a  Parker  oil  can- 
"  not  be  made  from  Bradford  crude  on  account  of  its  different 
"  component  parts." 

The  trade,  on  the  Continent  particularly,  declined  to  receive 
with  any  respect  that  proposition  that  they  should  change 
burners  and  wicks ;  here  were  millions  of  lamps,  and  it  would 
entail  a  great  expense  upon  consumers,  and  it  was  an  impor- 
tant item,  I  have  no  doubt,  and  they  regarded  it  in  that  light ; 
it  would  affect  their  business  seriously ;  it  had  already  em- 
barrassed their  business  very  much  by  the  annoyance  of  this 
poor  oil  among  the  consumers,  and  the  first  that  wag  known  of 
this,  the  European  market  was  filled  up  with  an  inferior  quality 
of  oil,  and  the  trade  in  Europe  complained  bitterly  that  they 
were  not  notified  by  the  Standard  Oil — particularly  the  Stand- 
ard Oil  Company — that  they  were  not  sending  as  good  a 
quality  to  Europe  as  they  had  previously,  so  that  the  first  that 
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was  known  came  from  the  consumers — from  the  consumers  to 
the  retail  dealers,  and  from  the  retail  dealers  back  to  the  im- 
porting merchants  of  Europe,  and  they  were  subject  to  all  sorts 
of  annoyances,  some  told  me  they  thought  of  going  out  of  the 
business — have  nothing  to  do  with  it — and  they  were  terribly 
annoyed,  and  they  had  to  pay  money  sometimes  to  people  ;  one 
amusing  thing  was,  a  gentleman,  in  Exeter,  had  a  letter  from  a 
customer,  who  was  a  retail  dealer,  and  he  proposed  to  commit 
suicide  on  account  of  the  trouble  he  had  gotten  into  on  ac- 
count of  selling  this  inferior  article  of  refined  oil ;  and  that 
same  firm  had  to  pay  some  money.  * 

By  Mr.  Scudder  : 

Q.  Was  he  a  jobber  or  wholesale  dealer?  A.  The  firm 
was — let  me  see 

Q.  Never  mind ;  I  don't  care  to  know  ?  A.  I  don't  know 
whether  he  was  an  importer  or  not ;  he  was  a  small  dealer, 
the  man  that  proposed  to  commit  suicide ;  the  English  trade 
were  particularly  afraid  of  the  shale  oil,  and  the  two  are  com- 
peting with  each  other  in  Great  Britain — the  shale  oil  and  the 
American  illuminating  oil — and  I  took  the  ground  that  with 
competition  in  oil  refining  there  would  be  no  trouble  in  getting 
a  proper  oil,  and  also  I  put  stress  upon  the  fact  that  probably 
the  Standard  had  lost  sight  in  a  degree  of  the  quality  of  the 
goods  which  they  were  sending  to  Europe  ;  they  were  substan- 
tially without  competition,  and  the  quality  of  the  oil  which 
they  sent  was  not  a  matter  of  first-class  importance  for  them 
to  retain  their  business,  and  I  thought  they  had  lost  sight  of 
that,  but  as  they  were  instructed  upon  this  subject  again  by  the 
European  trade,  and  by  the  prospect  of  competition  that  there 
was  in  the  business  this  year  by  the  tide  water  line  going  into 
the  business,  and  which  I  thought  would  be  able  to  establish 
itself,  and  would  be  able  to  open  up  other  refining  interests,  I 
stated  that  I  thought  that  there  would  be  no  further  trouble  in 
regard  to  the  quality  of  the  refined  oil,  or  there  would  be  very 
little  trouble. 

By  Mr.  Steene  : 

Q.  How  has  it  proved  since  ?  A.  It  has  been  proved  that 
they  are  getting  an  excellent  quality  and,  as  Mr.  Blanchard 
said,  the  shipments  have  been  large  this  year  and  have  in- 
creased. 


8684 

By  Mr.  Scudder  j 

Q.  And  they  are  improving  the  quality  of  their  oil?  A. 
Well,  not  entirely  that;  it  has  been  very  cheap;  that  is  one 
thing,  but  the  quality  has  been  excellent. 

By  the  Chairman  : 

Q.  The  quality  has  been  excellent  since  when  ?■  A.  I  think 
since  last  winter ;  I  think  the  English  oil  improved  very  much 
during  the  -winter,  or  during  January  and  February ;  early  in 
January  they  were  complaining  bitterly  ;  then  I  went  on  to  the 
Continent,  and  returned  in  the  latter  part  of  February,  and 
they  were  not  receiving  any  more  of  this  poor  oil ;  there  was 
only  one  ship  load  of  poor  oil  that  had  recently  come,  and, 
as  was  explained  to  me  afterwards,  that  was  the  Tecumseh 
and  that  wa|  merely  change  of  color,  I  think  ;  some  had  been 
treated,  I  think,  in  some  way  improperly,  and  had  not  de- 
teriorated in  quality,  but  had  changed  color,  and  the  color  is 
a  very  important  consideration  with  them,  because  the  con- 
sumer does  not  want  to  purchase  unless!  the  color  is  right. 
This  firm  wrote  a  letter  sometime  in.  September  saying  that 
they  had  no  complaint  to  make — this  firm  that  had  been  so 
bitter  in  regard  to  the  oil,  and  my  position  proved  correct  that 
as  good  oil  could  be  made  from  the  Bradford  oil  as  from  any, 
and  there  was  a  small  refinery  at  Olean,  which  was  after- 
wards purchased  by  the  Acme  or  the  Standard — the  Acme 
are  building  extensive  works  there  now — and  one  of  the  mem- 
bers of  that  firm  told  me  that  previous  to  my  going  to  Europe 
during  that  winter  they  had  been  making  oil  entirely  from  the 
Bradford  oil,  that  bore  a  very  high  reputation,  as  good  as  any 
oil  that  had  been  put  upon  the  market.  It  might  be  claimed 
that  the  deterioration  of  refined  oil  was  on  account  of  a  change 
in  the  character  of  crude  that  required  a  new  method  of  treat- 
ment, and  as  soon  as  this  was  found  out  the  difficulty  was 
remedied.  The  fact  is,  that  the  refined  oil  manufactured  from 
the  crude  of  the  lower  district  by  Standard  refiners  deteriorated 
at  the  same  time.  Cleveland,  Oil  City  and  Pittsburgh,  which 
in  lS78had  refined  only  lower  country  crude  oil,  refined  a  like 
inferior  quality  going  to  all  parts  of  this  country  and  Europe. 

The  Chairman — That  covers  that  point.     Proceed. 

The  Witness — In  regard  to  this  information,  I  telegraphed 
my  office  for  the  official  copies  from  Washington,  which  I  re- 
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ceived  from  the  Department  of  State,  but  in  return  they  sent 
to  me  a  newspaper  copy. 

By  the  Chaieman  : 

Q.  You  know  them  to  be  authenticated  copies?  A.  Yes, 
sir  ;  I  know  them  to  be  copies ;  I  can  furnish  the  Committee 
the  official  copy  which  I  received  from  Washington,  if  it  desires. 

Q.  Of  the  Consular  correspondence  ?  A.  Yes,  'sir ;  the 
Consular  correspondence. 

By  Mr.  Stehne  : 

Q.  What  effect  has  secresy  of  rates  in  the  petroleum  trade, 
and  what  advantage  would  there  be — I  will  couple  the 
questions  together  so  that  you  can  state  it  without  another 
question — what  advantage  would  there  be  in  the  publicity 
of  rates  as  to  that  particular  trade  that  you  represent?  A. 
Eailroad  transportation  rates  ? 

Q.  Yes.  A.  It  is  of  immense  importance  in  the  refining 
trade. 

Q.  Isn't  it  also  in  crude  ?  A.  So  far  as  crude  is  sold  at  the 
seaboard  it  is ;  yes,  sir. 

Q.  Now,  state  how  ?  A.  The  oil,  refined  oil  particularly, 
is  almost  altogether  sold  on  future  contracts  ;  no  refined  oil  is 
carried  in  stock,  to  be  sold  to  the  export  trade  ;  a  contract  is 
made,  for  instance,  to-day  for  delivery  thirty  days,  or  sixty 
days,  or  ninety  days,  or  four  months,  or  five  months  ahead, 
and  the  oil  in  the  meantime  is  held  in  the  region,  in  iron 
tanks,  there  of  the  pipe  lines,  and  as  the  people  who  have 
sold  the  refined  oil  need  the  crude  to  fill  in  on  their  con- 
tracts, they  ship  it  from  the  region,  but  the  oil  is  not  shipped 
ordinarily  until  after  the  contract  is  made,  and  about  the 
time  of  the  delivery  of  the  oil  it  is  moved  from  the  tanks 
in  the  oil  region,  put  through  the  refinery,  and  is  ready 
for  delivery  on  board  ship,  and  dealers  in  Europe  and  other 
parts  of  the  world  have  to  make  their  contracts  a  long  time 
ahead,  because  it  is  almost  impossible  to  buy  "  spot " 
oil ;  spot  oil  cannot  be  bought  ordinarily  in  any  considerable 
quantity,  and  they  make  their  contracts  ahead,  so  that  the 
transportation  rate  becomes  sometimes' a  greater  item  than 
the  cost  of  the  crude  oil  originally  in  the  region,  and  it  is  of 
the  utmost  importance  to  the  buyers  of  this  oil  to  have  knowl- 
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*e  not  only  of  the  rates  then,  but  to  have  some  general 
idea,  or  some  particular  idea,  of  what  they  are  likely  to  be  in 
the  future  ;  and  I  would  say  this,  that  a  concern  that  knew 
what  the  transportation  rates  were  to  be  four  months  ahead, 
and  another  concern  that  knew  one  month  ahead — that  the 
former  concern  could  absorb  most  of  the  business  of  the  re- 
fined oil  in  the  course  of  a  few  years ;  they  could  do  nearly 
the  whole  business  on  account  of  these  future  deliveries  ;  and 
the  transportation  entering,  in  so  important  a  degree,  into  the 
value  of  the  refined  article  at  the  seaboard.  So  that  it 
is  of  the  utmost  importance  that  people  should  be  on  a  par 
in  the  knowledge  of  what  rates  are  to  be. 

Q.  Have  you,  from  your  knowledge  of  the  course  of  trade 
and  the  dealings  in  the  trade,  any  information  as  to  the  ad- 
vantage it  has  been  to  the  Standard  of  knowing  what  the  rate 
would,  be  this  past  summer  ?  A.  I  think  I  have  ;  the  Standard 
sold  enormously  on  future  deliveries ;  sometimes  they  adopt 
the  policy  of  not  selling  so  extensively  by  future  delivery  and 
make  the  trade  more  dependent  upon  them  when  they  want 
it ;  for  instance,  that  was  their  course  in  1876,  when  there  was 
such  an  enormous  advance  in  refined  oil ;  they  adopted  that 
policy  of  keeping  the  trade  short  in  Europe  ;  their  stock  ran 
down  very  low,  and  when  they  came  in  they  came  in  altogether, 
and  the  price  of  refined  oil  went  up  from  twelve  or  fifteen  cents 
a  gallon  to  thirty-two  cents  a  gallon  ;  the  foreign  trade  stayed 
out  of  the  market  nearly  for  four  or  six  weeks,  and  finally  were 
forced  to  go  in  and  pay  the  Standard's  own  price  for  the  oil. 

By  the  Chairman  : 

Q.  Tou  mean  by  that,  that  the  Standard,  by  controlling 
ninety  or  ninety-five  per  cent.,  is  enabled  to  gamble  in  the  oil 
in  the  market  ?    A.  Speculate  upon  it. 

Q.  Make  a  speculative  price  ?     A.  Yes,  sir. 

Mr.  Scuddee — Crude  oil  ? 

The  Witness — No,  refined. 

Mr.  Scuddeb — Does  the  Chairman  mean  gamble  in  refined 
oil? 

The  Chaieman — Yes. 

Mr.  Scudder — Forestall  the  market  and  withhold  the  oil,  but 
not  gamble  ;  five  per  cent.  I  don't  think  would  require  much 
gambling. 
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Mr.  Sterne — Petroleum,  as  in  every  product,  is  sold  several 
times  over. 

The  Chairman — -I  will  change  the  term  [and  say  "  Bull  and 
Bear  "  the  market. 

Mr.  Scudder — That  is  what  I  supposed  you  meant  by  fore- 
stalling. 

The  Witness — Yes,  sir;  the  policy  this  year  was  very  near 
the  reverse  of  what  it  was  in  1876 ;  they  sold  enormously 
ahead  early  in  June,  particularly,  and  in  May ;  now  my 
report,  which  is  issued  in  New  York,  daily,  in  the  copy  of 
June  oth,  says:  "Refined  was  again  active,  but  further 
"  concessions  ;  the  "  sales  aggregated  about  80,C00  barrels 
"  at  8,  7|,  7|  cents  for  New  York,  and  7|  and  7|  for  Phila- 
"  delphia  and  Baltimore  deliveries  ;  the  market  closing  with 
"  free  offerings  at  7|  cents  for  the  three  ports.  The  bulk  of 
"  the  business  was  in  New  York  delivery  at  7|  and  7|  cents 
"  and  mainly  for  August,  September  and  October  clearances 
"  from  all  ports  ;"  the  thing  became  well  known  in  the  trade 
that  the  Standard  were  making  immense  forward  sales  of  re- 
fined oil ;' there  was  an  effort  made  to  bull  the  crude  market 
upon  the  Standard  on  account  of  these  heavy  forward  sales, 
but  that  did  not  meet  with  very  much  success  at  that  time  ; 
I  attributed  that  mostly  to  the  fact  that  the  Standard  had 
what  we  call  the  immediate  shipment  market  in  the  oil 
regions  ;  that  is,  the  United  lines  cannot  receive  oil  to  store; 
that  is,  their  tanks  being  full  they  are  not  able  to  receive  oil 
for  storing,  and  can  only  receive  oil  to  deliver  it  immediately 
out  of  their  [lines  again,  and  for  the  purchase  of  that  oil  the 
Standard  is  substantially  the  only  buyer,  and  of  course  they 
can  get  that  oil  at  their  own  figure ;  they  follow  in  a  degree 
the  United  Certificate  market  in  paying  their  shipment  price, 
but  the  shipment  price  has  been  at  times  25  cents  or  more  less 
than  the  United  Certificate  market ;  the  United  Certificates  is 
a  speculative  oil — that  is,  the  United  Line  is  taking  care  of 
that  oil  and  is  holding  it  and  carrying  it  indefinitely,  and  it  is 
a  favorite  manner  of  speculation,  and  there  is  a  very  large 
amount  of  money  speculating  in  that ;  it  was  probably  more 
on  that  account  than  anything  that  the  crude  trade  could  not 
bull  the  market  on  the  Standard  and  make  them  pay  largely 
for  crude  ;  there  was  some  controversy  in  regard  to  that ;  I  will 
not  state  positively  that  the  Standard  had  not  purchased  tha,t 
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oil  already  ;  it  was,  however,  the  belief  in  the  trade  that  they 
had  purchased  it ;  at  all  events  they  had  not  moved  it  from 
the  oil  regions  ;  this  oil  was  still  in  the  tanks  in  the  oil  coun- 
try. 

The  Chairman — That  covers  that  point ;  we  have  the  fact 
here  that  by  means  of  this  knowledge  they  were  enabled  to 
speculate  and  control  the  market  price. 

Mr.  Scudder — Let  me  aslc  right  there,  if  the  Committee  re- 
gard that  as  affecting  railroad  management? 

The  Witness— There  is  a  point  that  lam  to  come  upon,  in 
regard  to  it. 

Mr.  Scudder — And  connect  this  with  the  railways? 

The  Witness — Yes,  sir  ;  on  the  21st  of  June,  of  this  year,  the 
railroads  made  an  immeuse  drop  in  prices  ;  the  price  from  the 
lowev  country  up  to  the  21st  of  June,  that  is  the  published 
price — the  nominal  price  from  the  lower  country  was  $1.40  on 
crude,  and  up  until  about  the_lst  of  May,  until  about  the  time 
that  the  Tide- Water  Company  got  into  condition  to  do  busi- 
ness it  was  $1.15  from  the  Bradford  district  to  New  York  by 
rail ;  and  early  in  May  they  lowered  their  nominal  rate  from 
$1.15  to  80  cents,  I  think,  or  85 — about  25  cents ;  then  on  the 
21st  of  June,  on  the  same  day — we  did  not  receive  notification 
of  it  until  that  very  day,  and  the  rate  was  to  go  into  effect  that 
same  day — on  the  21st  of  June  they  lowered  the  rate  from 
Bradford  to  New  York  to  30  cents  ;  at  the  same  time  the 
Dnited  Pipe  Line  reduced  its  pipeage  from  20  cents  to  5  cents 
to  shippers,  and  from  the  lower  district  they  lowered  the  rates 
from  $1.40  to  50  or  55  cents. 

By  the  Chairman  : 

Q.  Do  I  understand  you  that  the  railroads  reduced  their  open 
rate  to  30  cents?  A.  Yes,  sir  ;  first  from  $1.15  to  80,  and  then 
from  80  to  30 ;  the  trade  does  not  know  what  the  raiiroads 
received  for  their  oil,  and  while  these  were  nominal  rates,  of 
course  we  did  not  know  what  were  the  real  rates  at  the  same 
time  paid  to  the  railroads,  but  it  fc  to  be  presumed 'that  the 
Standard  after  the  drop  to  this  nominal  rate,  paid  very  much 
less ;  now,  on  these  heavy  forward  sales  of  refined  by  the 
Standard,  in  the  opinion  of  the  trade  aggregating  say,  two 
two  millions  or  two  and  half  millions  of  barrels — of  course  that 
oil  was  delivered  upon  those    contracts,  and  the  purchaser 
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upon  those  contracts  got  no  benefit  of  that  drop  in  price,  but 
it  must  undoubtedly  have  been  a  profit  to  the  Standard,  and 
it  was  believed  in  the  trade  generally  that  the  Standard  had 
sold  previous  to  this  drop  in  the  rates  about  the  capacity  of 
their  manufacture  for  two  or  three  months  ahead ;  in  my  Oc- 
tober monthly  report,  I  went  into  that  subject,  and  I  computed 
that  the.  Standard  must  have  made  about  a  million  and  a  half 
dollars  on  account  of  the  lower  rates  which  were  established 
by  the  railroad,  on  June  21st,  as  compared  to  what  they  had 
been  previously. 

The  Chairman — Mr.  Scudder,  we  have  the  contract  here  be- 
tween these  railroads  and  the  Standard  Oil  Company,  which 
gives  to.  the  Standard  Oil  Company  a  ten  per  cent,  lower  rate 
than  to  other  shippers  all  the  while,  which  renders  all  this 
pertinent. 

Mr.  Scudder — I  did  not  know  that  he  was  about  to  counect 
it ;  that  was  the  reason  of  my  remark. 

The  Witness — On  this  one  day  of  June  5th,  when  my  New 
York  reports  state,  about  80,000  barrels  were  sold  that  day  for 
delivery  in  August,  September  and  October,  then  the  market 
dropped  to  about  (3£  cents  finally.  Of  course  it  is  to  be  sup- 
posed that  the  Standard  could  afford  to  sell  oil  at  a  profit  at 
about  sis  and  a  fourth  cents,  along  during  these  months.  I 
should  judge  that  the  Standard  must  have  made  on  account  of 
that  drop  in  railroad  rates  a  profit  of  about  two  cents  a  gallon 
on  this  sale  of  June  5th. 

By  Mr.  Scudder  : 

Q.  Other  men  would  make  a  corresponding  profit  in  the  drop 
too ;  wouldn't  they  ? 

Mr.  Sterne — No,  they  would  not  sell  ahead. 

Mr.  Scudder — They  were  not  smart  enough  to  sell  ahead  ? 

The  Witness — They  did  not  know  anything  about  this  drop 
in  rates ;  this  drop  rate  was  not  made  public  until  the  21st 
of  June,  which  was  to  take  effect  that  same  day ;  I  judge  that 
on  this  one  day's  sale  of  refined  oil  the  Standard  Company 
must  have  made  in  the  vicinity  of  two  cents  a  gallon  on  the 
rates  ;  about  fifty  gallons  to  a  barrel ;  that  would  be  about  one 
dollar  a  barrel;  that  would  be  about  $80,000  profit  on  the  de- 
cline in  rates  based  on  the  sales  of  June  5th. 
24 
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By  Mr.  Blanchard  : 

Q.  How  did  they  make  that  million  and  a  half;  I  don't  think 
I  understand  you  ?  A.  By  their  extensive  sales  for  some  weeks 
previous. 

Q.  When  ?  A.  Previous  to  the  21st  of  June ;  along  in 
June. 

By  Mr.  Sterne  : 

Q.  You  say  extensive  sales  ;  that  misleads  ;  extensive  sales 
for  future  delivery ?  A.  Yes,  sir;  extensive  sales  for  future 
delivery,  previous  to  the  drop  in  the  railroad  rate. 

By  Mr.  Blanchaed  : 

Q.  Do  I  understand  you  that  the  Standard  Oil  Company  on 
the  sales  between  the  5th  and  21st  of  June,  you  estimate 
made  a  million  and  a  half  dollars  ?  A.  No ;  those  were 
round  figures ;  I  was  approximating  the  thing  as  best  I  could  ; 
I  did  not  define  the  time  that  the  sales  were  made ;  some  of 
them  were  made,  no  doubt,  previous  to  the  5th  of  June  ;  but 
that  statement  was  made — based  some  of  it  on  the  facts  con- 
tained in  the  New  York  report  of  June  5th,  and  on  the  report 
prevailing  in  the  trade  that  they  had  sold  somewhere  in  the 
vicinity  of  two  millions  or  two  and  a  half  millions  of  refined 
oil  for  forward  delivery. 

By  Mr.  Sterne  : 

Q.  Have  you  any  other  facts  that  would  be  of  use  to  the 
Committee  ?  A.  I  do  not  think  that  I  have  anything  to  say  in 
addition. 

By  Mr.  Scudder  : 

Q.  You  are  under  pay,  of  course  ?  A.  I  believe  that  my 
expenses  are  to  be  paid. 

Q.  "Won't  you  be  paid  a  per  diem,  allowance,  for  your  time  ? 
A.  I  don't  know,  sir. 

Q.  Will  you  be  paid  nothing  but  your  traveling  and  board 
expenses  for  attending  here  and  giving  this  statement?  A.  I 
do  not  know,  sir. 

Q.  You  expect  to  be  paid  something  more  ?  A.  I  was  in- 
formed that  my  expenses  would  be  paid. 

Q.  By  whom— my  friend,  Mr.  Sterne  ? 
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Mr.  Steune — I  have  offered  to  pay  the  expenses  of  this 
gentleman. 

Q.  A  year  or  more  ago,  when  called  before  a  committee  in 
Pennsylvania,  you  refused  to  testify  upon  these  subjects  unless 
paid,  did  you  not  ?     A.  No,  sir. 

Q.  You  were  called  before  that  committee  in  Pennsylvania 
to  give  testimony  upon  the  oil  question;  were  you  not  ?  A, 
Well,  hardly. 

Q.  Were  you  not  subpoenaed  regularly  ?    A.  No,  sir. 

Q.  Called  before  any  body  or  tribunal  in  Pennsylvania  ?  A. 
No,  sir ;  I  went  there  in  the  prosecution  of  my  business  — 
ascertaining  infoimation — and  I  was  put  on  the  stand. 

Q.  Did  you  then  refuse  to  give  testimony  unless  you  were 
paid  ?     A.  No,  sir. 

Q.  Did  you  give  testimony  ?  A.  Yes,  sir;  I  raised  the  ques- 
tion and  I  wanted  to  know — I  had  been  to  Europe  and  iucurred 
a  good  deal  of  expense,  and  I  did  not  know  but  what,  possibly, 
I  might  get  something— I  had  some  valuable  information  I 
thought ;  we  discussed  it  a  little,  and  waived  it. 

Q.  You  proposed  to  sell  your  information  there  to  that  com- 
mittee?    A.  The  point  was  raised — yes ;  I  make  a  business  of 
v  selling  my  information  as  much  as  I  can ;  that  is  the  only  busi- 
ness I  have. 

Q.  To  sell  information  ?     A.  To  sell  information ;  yes,  sir. 
'Q.  How  do  you  acquire  your  information — by  presenting  to 
people  questions  similar  to  those  presented  to  you  by  Mr. 
Sterner?    A.  I  talk  with  people  very  extensively  for  the  pur- 
pose of  getting  infoimation. 

Q.  Do  you  put  questions  assuming  facts  to  exist  that  have 
n,ot  been  shown  to  exist,  and  then  infer  from  an  answer  that 
they  did  exist  ?     A.  That  is  rather  a  complicated  question. 

Q.  You  should  at  least  have  become  familiar  with  it  since 
last  night ;  have  you  any  one  of  your  journalistic  productions  i 
containing  the  information  that  you  sell  at  the  rate  of  $300  a 
year  ?     A.  I  do  not  sell  that  information  in  the  form  of  one 
issue  ;  there  may  be  fifty  issues  for  that  matter. 

Q.  k  variety  of  issues  ?  A.  Yes,  sir ;  I  have  a  monthly 
report ;  I  have  a  daily  report  in  New  York. 

Q.  Do  you  examine  the  export  trade  in  petroleum  ?  A.  I 
am  quite  extensively  acquainted  with  the  export  trade,  and 
came  in  contact  with  them  frequently,  and  talk  with  them. 
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Q.  Can  you  tell  what  the  increase  in  the  export  of  petroleum 
has  been  during  the  last  three  or  four  years — year  by  year? 
A.  I  have  those  figures  in  my  office ;  I  do  not  know  that  I  have 
them  here ;  I  can  give  some  information  upon  the  subject  how- 
ever. 

By  Mr.  Sterne  : 

'  Q.  Tell  us,  in  that  connection,  also,  what  the  production  in 
1872  in  crude  was,  and  refined  ?  A.  I  have  not  my  own  fig- 
ures ;  here  is  a  journal  issued  on  petroleum,  at  Pittsburg,  by 
Mr.  Stowell. 

Mr.  Scudder — Let  me  see  it  a  minute  (taking  the  paper) ;  I 
do  not  know  whether  there  is  before  the  Committee  of  not  any 
statement  of  the  export  of  refined,  petroleum  during  the  period 
of  three,  four,  five  or  six  years.. 

Mr.  Sterne — I  should  very  much  like  to  have  it. 

Mr.  Blanchard — I  stated  the  increase  between  1873  and 
1878. 

Mr.  Sterne — The  production  of  crude  we  would  like  to  have 
in  1872. 

The  Witness — In  1872  an  average  of  16,399— a  daily  average 
for  the  year. 

By  Mr.  Sterne  : 

Q.  Barrels  ?    A.  Yes ;  of  crude,  42  gallons. 

By  Mr.  Scudder  : 

Q.  I  find  in  this  paper,  to  which  you  refer,  and  from  which 
you  read  to  the  Honorable  Committee,  a  letter  from  Mr.  Lock- 
wood,  of  which   you  spoke,  and   it   commences   in  this  wise : 

"  Gentlemen — I  have  been  sent  here  at  the  request  of  the 
"  Standard  Oil  Company  and  American  refiners  generally  to 
"  investigate  the  causes  of  complaints  which  have  arisen  in  re- 
"  gard  to  the  burning  qualities  of  some  petroleum  shipped  dur- 
"  ing  the  past  season.  I  accepted  the  mission  as  an  Inspector 
"  of  Petroleum  in  no  way  connected  with  the  refining  interest, 
"  but  entirely  anxious  to  get  at  all  the  facts  in  the  case,  be- 
"  cause  all  such  complaints  are  brought  home  to  me  in  my 
"  official  capacity.  I  will  further  state,  that  the  Standard  Oil 
«'  Company,  upon  inducing  me  to  make  the  trip,  promised  that 
"  they  would  heed  any  suggestion  I  would  make  towards  the 
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"  improvement  of  their  product."  You  believe  that  state- 
ment to  be  true  ?     A.  Yes,  sir ;  I  have  no  doubt  about  that. 

Q.  Do  you  believe  that  the  Standard  Oil  Company  did  im- 
prove in  its  refining  of  oil  after  hearing  these  complaints  ? 
A.  I  know  they  did  ;  yes,  sir. 

Q.  You  believe  further  that  some  of  the  trouble  arising  in  the 
consumption  of  refined  petroleum  abroad  grew  out  of  the  fact 
that  the  Bradford  district  had  been  opened,  and  presented  a  Dew 
chemical  character  of  oil?  A.  I  presume  that  some  of  the 
trouble  arose  on  that  account. 

Q.  And  that  as  soon  as  they  could  arrive  at  different 
constructions,  for  the  purpose  of  refining,  they  did  arrive  at 
those,  and  present  a  better  class  of  oil  ?  A.  Yes  ;  they  com- 
menced immediately  to  inaketa  better  class  of  oil  ;  I  took  the 
ground  in  Europe  that  they  would  do  that. 

Q.  You  do  not  mean  to  be  understood  by  the  honorable 
Committee  that  the  Standard  Oil  Company,  which  you  regard 
as  a  monopoly,  was  committing  suicide  by  furnishing  a  contin- 
uously deteriorating  article  of  oil  to  the  consumer  ?  A.  They 
were  not  committing  suicide,  because  they  had  the  business  in 
their  own  hands  almost  exclusively  at  that  time. 

Q,  If  they  did  not  furnish  a  good  article  they  would  have 
been  committing  suicide?  A.  Yes  ;  it  would  have  injured 
their  trade  ultimately,  no  doubt. 

Q.  You  do  not  mean  to  be  understood,  then,  as  conveying 
the  thought  to  this  Committee  that  the  Standard  Oil  Company 
was  guilty  in  that  regard  ?  A.  I  desire  to  convey  to  this 
Committee,  as  I  did  in  Europe  to  the  trade  that  I  talked  with 
there,  that  I  thought  they  would  improve  the  quality  of  the 
refined  oil. 

Q.  And  you  have  stated  that  you  believe  Mr.  Lockwood's 
statement  that  the  Standard  Oil  stated  that  they  would  heed 
any  suggestions  that  would  be  made  ?     A.  Yes,  sir. 

Q.  And  they  would  improve  at  once  ?     A.  Yes,  sir. 

Q.  And  that  they  did  do  it  ?  A.  Yes,  sir  ;  I  don't  see  that 
my  two  positions  conflict  in  any  way. 

Q.  The}'  do  not,  only  the  Committee  might  possibly  miscon 
strue  what  you  intended  ;  I  did  not  assume  that  you  for  a 
moment  supposed  that  the  Standard  Oil  Company,  if  they  had 
any  hold  and  was  monopolizing  this  production,  was  going  to 
run  it  into  the  ground?  A.  No,  sir  ;  I  don't  think  they  would 
do  that. 
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Q.  But,  on  the  other  hand,  that  they  were  improving;  the 
refined  petroleum  today  is  in  good  order,  is  it  not  ?  A.  Yes, 
sir. 

Q.  Has  not  the  price  to  tbe  consumers  of  reft:  ed  petroleum 
been  diminishing  for  the  past  five  years  ?  A.  It  has  been 
much  less  this  summer  than  it  has  ever  been  before  ;  it  has 
been  extraordinarily  low. 

Q.  Up  to  the  time  of  the  discovery  of  the  Bradford  produc- 
tion had  not  the  Standard  Oil  Company  made  and  put  upon  the 
market  an  excellent  quality  of  oil  ?  A.  I  believe  so  ;  yes;  yes, 
the  character  was  excellent  in  Europe  until  1878,  1878  was  a 
bad  year  for  refined  oil ;  that  was  the  time  when  the  Standard 
had  most  of  the  business  to  themselves  ;  the  Empire  lice 
which  was  a  strong  competitive  power  was  out  of  the  way. 

Q.  Do  you  attribute  that  inferior  oil  in  1878  to  a  design  on 
the  part  of  the  managers  of  the  Standard  Oil  Company  ?  A- 
No  ;  I  do  not. 

Q.  You  believe  it  to  have  been  pure'y  accidental  ?  A.  I 
treated  it  as  a  negligence  which  came  in  a  great  measure  from 
the  absence  of  competition. 

Q.  You  do  not  suppose  that  the  Standard  Oil  Company  was 
engaged  in  any  effort  to  inflict  upon  the  national  prosperity 
the  disasters  that  Mr.  Sterne  pictured  ?  A.  I  don't  suppose 
they  were  trying  to  do  anything  to  reduce  consumption,  but 
make  their  investments  profitable. 

Q.  You  believe  that  like  other  men — like  yourself — they 
were  tryiug  to  line  their  pockets  with  money  ?  A.  They  were 
trying  no  doubt  to  do  it  in  a  business  way. 

Q.  And  in  a  purely  business  way  ;  you  never  knew  of  one  of 
the  Standard  Oil  men  cheating  a  man  outright  did  you ;  if 
you  did  speak  it  right  out  ?  A.  That  would  involve  a  retro.- 
spect. 

Q.  Do  you  think  they  got  the  better  of  the  railroads,  and  a 
bright  man  like  my  friend  Blanchard  ?  A.  I  rather  think  they 
do  get  the  better  of  the  railroads. 

Q.  But  you  think  Mr.  Sterne  is  more  than  a  match  for  them, 
don't  you?     A.  I  think  he  is  working  in  a  good  direction. 

Q.  You  say  you  know  something  about  the  United  Pipe 
Lines  ?     A.  Yes,  sir. 

Q.  And  that  you  know  that  the  United  Pipe  Lines  and  the 
Standard  Oil  Company  are  officered  by  the  same  man?  A.  I 
think  there  is  no  question  about  that  in  a  certain  degree. 
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Q.  Will  you  give  to  the  Committee  the  names  of  the  Di- 
rectors of  the  United  Pipe  Lines  ?  A.  I  can,  in  a  measure  give 
them  from  memory  ;  I  have  not  official  information  upon  that. 

Q.  You  will  have  to  give  them  as  you  have  given  other  in- 
formation, I  suppose  ;  the  Committee  allow  you  to  do  it  ?  A. 
There  were  twelve-  Directors  I  know ;  last  spring  they  were  in- 
dicted for  conspiracy  in  Pennsylvania. 

Q.  And  that  led  you  to  know  them  ?  A.  Yes,  sir  ;  I  under- 
stand there  are  more  Directors  now  ;  there  is  Mr.  John  D. 
Rockefeller,  Mr.  William  Rockefeller,  Mr.  Charles  Pratt,  Mr 
J.  A.  Bostwick,  Mr.  J.  J.  Vandergrift,  Mr.  Archbold  ;  these  are 
names  that  were  presented  in  this  charge'of  conspiracy. 

Q.  I  am  asking  you  for  the  officers  of  the  United  Pipe  Lines, 
a  corporation  ;  I  am  not  asking  you  for  the  persons  who  were 
indicted  for  conspiracy  ?     A.  I  am  giving  their  names. 

Q.  You  said  you  knew  them  to  be  alike?  A.  Mr.  Vander- 
grift was  indicted. 

Q.  I  do  not  speak  of  indictments  ;  I  want  the  officers  of  the 
United  Pipe  Line  ?  A.  He  is  a  Director ;  that  is  an  officer, 
isn't  it ;  he  is  the  President  of  "the  United  Pipe  Lines;  Mr. 
O'Day  is  Vice  President  of  the  United  Pipe  Lines,  and  is  a 
Director  in  the  Standard  ;  isn't  he  a  Director ;  I  think  he  is. 

Q.  Well,  go  on  ;  swear  to  what  you  please?  A.  Mr.  Bost- 
wick is  or  has  been,  until  recently,  a  Director  in  the  United 
Pipe  Line,  and  he  is  an  officer  of  the  Standard;  he  is  so  rep- 
resented in  that  statement  as  a  Director  of  the  Standard,  and 
he  showed  by  his  correspondence  published  iu  the  newspa- 
pers last  suumer  that  he  had  until  recently  been  a  Director 
in  the  United  Pipe  Lines;  I  don't  know  that  I  know  any  more 
than  those  three  that  are  officers  of  the  two  companies  ;  I  do 
not  remember  at  this  moment. 

Q.  Then  from  the  knowledge  of  those  three— the  assumed 
knowledge  of  those  three  being  officers  of  the  two  companies, 
you  base  your  statement  to  the  Committee  that  the  United 
Pipe  Line  and  the  Standard  are  officered  in  common?  A.  It 
is  knowledge  that  wassworn  to  as  I  understand  by  the  gentle- 
men who  made  the  charge  iu  Clarion  County. 

Q.  I  used  the  term  "  assumed"  for  your  relief,  but  I  will 
take  your  positive  knowledge  if  you  wish  to  swear  to  that  ? 
A.  I  have  not  any  superior  knowledge  that  I  know  of,  except 
the  knowledge  that  was  sworn  to,  and  I  think  I  have  seen 
these  names  in  the  papers,  too. 
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Q.  When  it  comes  down  to  that,  you.  have  no  positive 
knowledge  that  the  two  are  officered  alike,  have  you?  A.  I 
have  never  seen  the  articles  of  agreement. 

Q.  You  commit  a  moat  serious  mistake  if  you  say  they  are  ? 
A.  I  know  they  have  been  until  recently. 

Q.  You  know  you  are  under  oath  ?  A.  I  know  they  have 
been  until  recently  ;  I  have  talked  with  officers  and  Directors 
of  the  United  Pipe  Lines,  and  I  know  something  about  who 
•were  mutually  officers,  but  I  caunot  put  my  hand  upon  the 
proof,  but  it  is  a  matter  of  common  information,  and  positive 
information  to  some  extent  of  my  own  ;  they  have  been  until 
recently,  officered  to  some  degree  by  the  same  persons  ;  I 
think  there  is  no  question  about  that. 

Q.  I  will  put  you  another  question,  which  perhaps  will  test 
your  knowledge  ;  are  not  the  officers  of  the  United  Pipe  Lines, 
a  majority  of  the  officers  of  the  United  Pipe  Lines.jproducers  of 
oil  in  the  oil  regions?  A.  I  think  thej-  are  now  recently  the 
original  directors  of  the  United  Lines  have  been  substituted 
by  gentlemen  resident  in  the  oil  country,  who  are  representing 
Mr.  Bostwick,  and  representing  the  Standard,  I  believe. 

Q.  AVili  you  give  the  names  of  those  who  are  producers?  A. 
Mr.  O'Day,  I  think,  and  Mr.  Leep ;  Mr.  Pullman,  I  think ;  I 
think  he  is  a  Director  in  the  United  Lines ;  I  know  there  were 
some  new  Directors  made  recently,  and  he  is  a  producer  and 
represents  Mr.  Bostwick. 

Q.  Still,  can  you  answer  the  question  as  I  presented  it, 
whether  you  do  not  know  that  a  majority  of  the  officers  of  the 
United  Pipe  Lines  are  producers  of  oil  in  the  oil  regions  ?  A. 
Yes  ;  I  should  think  there  was  a  majority,  or  at  least  half ; 
probably  a  majority. 

Q.  You  stated  last  night,  as  I  understand  you,  that  the 
Standard  Oil  Company  owned  the  American  Transfer  Com- 
pany and  the  United  Pipe  Lines  ?  A.  I  do  not  know  that  I 
stated  it  in  that  form. 

Q.  I  thought  it  admitted  of  that  interpretation ;  didn't  you 
mean  to  convey  that?  A.  I  think  that  I  conveyed  the  idea 
that  I  thought  that  the  Standard  controlled  the  management 
of  the  United  Pipe  Lines. 

Q.  How  did  you  suppose  it  to  control  it,  except  through  an 
ownership  of  it?  A.  Through  the  preponderance  of  stock; 
that  is  the  way  I  supposed  it  was. 
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Q.  Are  you  aware  that,  under  the  laws  of  Ohio,  a  corpora- 
tion existing  in  Ohio  is  piohibited  from  owning  stock  of  an- 
other corporation  ?    A.  No,  sir. 

Q.  Do  you  know  that  the  Standard  Oil  Company  is  an  Ohio 
corporation  ?     A.  Yes,  sir  ;  I  believe  it  so  to  be. 

Q.  Do  you  know  that  the  United  Pipe  Lines  and  the  Am- 
erican Transfer  Company  are  Pennsylvania  corporations  ?  A. 
I  know  the  United  Pipe  Line  is ;  I  did  not  know  about  the 
American  Transfer. 

The  Chairman — That  is  a  part  of  the  information  that  the 
Standard  people  were  asked  to  give. 

Mr.  Sterne — Let  me  draw  Mr.  Welch's  attention  one  mo- 
ment to  this  fact.  When  you  speak  of  the  Standard  Oil  Com- 
pany, you  mean  the  Standard  Oil  combination? 

The  Witness— Ordinarily,  yes,  sir;  not  the  Standard  Oil 
Company,  proper  of  Ohio,  but  the  Standard  Oil  combination. 

By  Mr.  Scukder  : 

Q.  What  do  you  mean  by  the  Standard  Oil  combination  ? 
A.  It  is  those  companies  in  .which  the  leading  men  of  the 
Standard  Oil  Company  are  associated,  and  which  they  control. 

Q.  Let  us  get  at  what  you  mean  to  be  inferred  from  this. 
The  bulk  of  the  testimony,  I  observe  on  Staudard  oil,  is  di- 
rected to  inferences  that  may  be  drawn.  Do  you  mean,  by 
way  of  illustration,  that  because  my  friend  Sterne  is  a  heavy 
stockholder  in  the  Chemical  Bank  of  this  City,  and  a  stock- 
holder as  well  in  the  National  Gallatin  Bank,  and  two  or  three 
others,  are  in  like  position  that  he  may  control  the  National 
Gallatin  Bank,  or  does  ?  A.  I  would  define  it  in  this  way ;  I 
think  that  the  gentlemen  who  are  most  prominent  in  the  man- 
agement of  the  Standard  Compauy  of  Ohio,  have  a  very  impor- 
tant voice  in  the  management  of  the  refining  companies  of  New 
York  and  Philadelphia  and  Pittsburg,  and  that  a  few  who  are 
chiefly  represented  by  the  name  of  the  Standard  Oil  Com- 
pany, dictate  the  policy  of  all  these  companies. 

Q.  That  is  your  belief  ?     A.  Yes,  sir. 

Q.  Is  your  belief  based  upon  personal  knowledge  ?  A.  I 
think  that  may  be  called  personal  knowledge  in  the  way  of 
results,  not  in  the  way  of  official  documents. 

Q.  What  do  you  mean  by  personal  knowledge  in  the  way  of 
results  ? 
25 
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The  Chairman — Mr.  Scudder,  suppose  you  produce  your 
Standard  Oil  people  and  prove  this  fact  instead  of  cross-exa- 
mining this  witness.  You  have  got  it  in  your  power  to  place 
this  matter  before  the  Committee  in  authentic  form,  nnd  that 
is  the  form  in  which  we  want  it. 

Mr.  Scudder — I  am  getting  it  in  authentic  form  ;  I  want  to 
ask  him  now  questions,  to  show  that  the  United  Pipe  Lines,  far 
from  being  what  was  supposed,  a  corporation  controlled  by  the 
refiners,  is  headed  by  the  producers  out  there.  The  Commit- 
tee certainly  would  not  refuse  that  information. 

The  Chairman — -You  ask  what  he  means  by  the  Standard  Oil 
combination.  Oue  of  the  witnesses  that  was  here,  Mr.  Rogers, 
has  told  us  that  there  was  a  "harmony"  or  "  marriage  "  be- 
tween these  different  organizations,  which  we  have  not  been 
able  to  get  at,  and  if  you  want  to  put  that  in,  you  can  bring  the 
men  here  who  can  tell  us  what  it  is. 

Q.  I  want  to  ask  you  whether  yon  know  Mr.  Marcus  Huel- 
ing,  Mr.  E.  C.  Bradley,  Mr.  H.  M.  Hughes,  and  Mr.  J.  T. 
Jones  are  not  officers  of  the  United  Pipe  Lines  ?  A.  I  under- 
stand that  Mr.  J.  T.  Jones  is  an  officer  in  the  United  Pipe 
Lines  ;  I  understand  that  Mr.  E.  C.  Bradley  is  to  be  an  officer 
in  the  United  Pipe  Lines;  Mr.  Marcus  Hueling  was  Vice- Presi- 
dent of  the  United  Pipe  Lines  at  its  organization,  but  he  was 
not  re-elected,  and  my  impression  is  that  he  is  not  a  Director ; 
that  is  my  impression,  I  may  be  mistaken;  I  will  say  in  regard 
to  that  point,  that  of  the  producers  of  the  oil  who  are 
Directors  of  the  United  Pipe  Lines,  Mr.  Vandergrift  and  Mr. 
O'Day,  are  the  only  members  of  those  Directors  resident  in  the 
oil  country  who  are  supposed  to  have  any  weight  in  the  manage- 
ment of  the  United  Lines  ;  Mr.  Jones,  who  represented  some 
pipe  lines  that  came  in  (the  Atlantic  for  instance)  andwasputon 
the  Board,  is  also  a  member  of  the  Executive  Board,  or  the 
Executive  Board  is  composed  of  Mr.  Vandergrift,  Mr.  O'Day 
and  Mr.  Jones  ;  and  Mr.  Vandergrift  and  Mr.  O'Day  are  sup- 
posed to  be  the  only  men  in  the  country  who  have  any  partic- 
ular influence  in  the  policy  of  the  line  ;  there  are  quite  a  num- 
ber of  producers 

Q.  That  is  the  general  belief  in  the  oil  regions?     A.  That  is 
the  general  belief;  it  is  my  belief,  and  the  general' belief. 

Q.  Based  upon  no  specific  information,  but  as  you  stated  a 
moment  ago,  by  the  results,  so  to  speak  ?     A.  From  the  fact 
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that  they  don't  know  anything  about  the  business  for  one 
thing  ;  T  have  talked  with  men  resident  there  on  friendly  terms ; 
I  have  been  talking  to  see  if  I  cannot  catch  some  clue  of  their 
policy,  and  they  are  a  perfect  blank  on  that  subject. 

By  Mr.  Sterne  : 

Q.  You  don't  mean    Mr.  Vandergrift  and  Mr.  O'Day  ?     A. 

No,  they  are  not  a  blank  but  the  other  men — the  producers 
that  I  referred  to. 

Mr.  Scuddeu — I  do  not  wish  to  consume  the  time  of  the 
Committee,  but  if  it  is  the  view  of  the  Committee  that  I  am 
excluded  from  getting  the  information  that  this  witness  may 
possess,  I  will  cease  here. 

■  The  Chairman — No.  The  Committee  did  not  take  any  such 
view  as  that.  They  said  if  it  was  the  information  that  you 
wanted,  simply,  from  this  witness,  there  is  a  better  way  to  get 
at  it.  We  did  not  say  you  should  not  proceed  with  the  exam- 
ination, but  we  made  that  as  a  pertinent  suggestion. 

The  Witness — There  are  many  things  pertaining  to  the  oil 
business  that  I  have  tried  to  find  out,  that  I  have  not  been 
able  to  find  out ;  I  am  very  sorry  that  my  information  in  cer- 
tain lines  does  not  go  any  further  than  it  does. 

Mr.  Scdddeb — I  shall  thank  the  Chairman  for  the  sugges- 
tion, because  in  this  dark  and  bloody  ground  suggestions  are 
valuable.  (To  the  Witness.)  In  the  information  which  you 
have  given  us,  valuable  as  it  may  be,  in  its  form  you  have 
based  it  upon  general  information,  not  personal  knowledge  ; 
for  example,  respecting  the  United  Pipe  Lines,  you  have  never 
seen  the  certificate  of  incorporation,  have  you  ?  A.  No,  sir  ;  I 
believe  not. 

Q.  Nor  the  American  Transfer  Company  ?     A.  No,  sir. 

Q.  And  you  speak  of  the  transfer  of  the  Empire  Line  to 
other  lines ;  did  you  ever  see  any  article  of  transfer  ?  A.  I 
think  I  did  in  the  newspapers. 

Q.  But  only  in  the  newspapers  ?     A.  That  is  all. 

Q.  You  never  saw  any  contract,  between  them  actually  ?  A. 
As  I  remember  I  saw  a  contract  of  that  kind  in  the  news- 
papers in  the  fall  of  1877. 

Q.  So  that  the  statements  are  chiefly  those  based  upon  what 
is  called  hearsay,  and  talk  with  this  man  and  that  man,  as  an 
editor  of  a  paper  would?  A.  Well,  I  exhaust  pJl  sources  of 
nformation  upon  these  subjects  ;  I  aim  to. 
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Q.  You  have  no  absolute,  personal  and  specific  sources  ?  A. 
I  get  all  those  that  I  can ;  of  course  there  is  a  great  deal  that 
I  cannot  get. 

Q.  In  this  matter  which  you  have  been  testifying  to  have 
you  had  access  to  any  personal,  specific  information  in  the 
compauies  that  you  have  spoken  about  ?  A.  I  know  nothing 
about  any  of  the  original  papers  of  the  companies. 

Q.  Have  you  had  access  to  the  minutes  of  the  Standard  Oil 
Company  ?     A.  No. 

Q.  To  the  minutes  of  the  United  Pipe  Lines  ?    A.  No,  sir. 

Q.  Have  you  any  knowledge  of  those  companies,  speci- 
fically ?    A.  Not  in  that  form  that  you  speak  of. 

Q.  Have  you  hnd  access  to  the  minutes  of  the  Erie  Railroad 
Company?     A.  No. 

Q.  And  no  knowledge  then  of  the  contracts  between  the 
Standard  Company  and  the  Erie  Company,  of  your  per- 
sonal knowledge  ?  A.  Not  specifically  in  the  way  in  which 
you  ask  the  question. 

Q.  And  all  that  you  have  given  has  been  hearsay  ?  A.  It 
is  of  that  nature  ;  I  have  exhausted  every  means  of  finding 
these  things  out. 

Q.  The  Tidewater  Pipe  Line — do  you  know  anything  about 
that ;  is  that  a  Penns} lvania  corporation?     A.  Yes,  sir. 

Q.  Has  it  any  property — any  interest  in  the  State  of  New 
York  ?  A.  Not  that  I  know  of ;  I  think  that  they  have  in 
New  Jersey,  on  the  water — on  tidewater ;  I  think  they  own 
property  there  where  they  deliver  oil  on  board  ship. 

By  Mr.  Blanchakd  : 

Q.  Is  the  United  Pipe  Lines  a  chartered  institution  or  cor- 
poration ?  A.  I  have  not  the  specific  knowledge  upon  that 
subject  that  the  gentleman  refers  to,  but  I  believe  it  is ;  it 
must  certainly  be. 

Q.  Is  the  American  Transfer  Company  a  chartered  com- 
pany ?  A.  I  have  never  seen  anything  that  I  know  of  showing 
that  it  was  ;  they  make  no  statement  in  compliance  with  the 
Pennsylvania  law  in  regard  to  pipe  lines  ;  the  United  does  ;  I 
presume  that  is  evidence  that  they  are  a  chartered  company, 
but  I  have  never  seen  anything  of  that  kind  from  the  American 
Transfer  Company. 

Q.  Do  you  know  whether  the  American  Transfer  Company 
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is  organized  under  the  general  pipe  line  law  of  Pennsylvania  ? 
A.  I  do  not  know. 

Q.  Do  you  know  whether  those  companies  were  separate 
and  independent  corporations  ?  A.  They .  were,  I  think,  at 
one  time  ;  yes,  sir, 

Q.  Up  to  what  time  were  they  not  ?  A.  They  were  separate 
previous  to  the  fall,  or  during  the  fall  of  1877  ;  I  think  they 
were  distinct  corporations. 

Q.  They  were  entirely  separate  ?     A.  1  believe  so  ;  yes,   si)'. 

Q.  Then,  if  the  Erie  Eailway  Company  made  a  contract 
prior  to  1877  with  the  American  Transfer  Company  for  the 
carrying  of  oil,  from  Biadford  to  Carrollton,  it  was  made  with 
a  company  that  was  not  at  that  time  the  United  Pipe  Lines  ? 
A.  From  Bradford  to  Carrollton? 

Q.  Yes.     A.  Why,  yes. 

Q.  And  was  not  at  that  time  controlled  by  the  United  Pipe 
Lines?  A.  There  was  a  time  when  there  was  no  relation  exist- 
ing, previous  to  1877. 

Q.  Will  you  please  fix  the  date  when  there  was  a  new  con- 
trol ?  A.  I  think  the  American  Transfer  Company  was  ab- 
sorbed in  the  United  in  the  summer  or  fall  of  1877. 

Q.  And  prior  to  that  they  were  separate  and'  independent 
organizations  ?    A.  They  had  a  distinct  organization  ;  yes,  sir. 

Q.  And,  if  any  arrangement  has  since  been  made  by  which 
the  United  Pipe  Lines  represents  that  interest,  it  must  have 
been  made  with  the  American  Transfer  Company  ?  A.  I 
hardly  understand  the  point. 

Q.  The  company  that  dealt  in  1876,  for  example,  with  the 
American  Transfer  Company,  now  deals  with  the  United 
Pipe  Lines — it  is  because  of  an  arrangement  between  the 
United  Pipe  Lines  and  the  American  Transfer  Company  ?  A. 
That  is  a  matter  of  inference,  isn't  it  ? 

Q.  Yes;  would  that  be  your  inference,  as  an  expert,  in 
these  matters  ?     A.  Please  state  that  again. 

Q.  If  the  Erie  Eailway  Company  in  1877  dealt  with  the 
American  Transfer  Company A.  Previous  to  the  consoli- 
dation ? 

Q.  Previous  to  the  absorption;  now,  if  it  is  acquired  to  deul 
with  the  United  Pipe  Lines  it  is  because  the  United  Pipe 
Lines  has  since  absorbed  the  American  Transfer  Company  ? 
A.  That  is,  presuming  there  was  a  contract  with  the  American 
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Transfer  Company  previous  to  the  absorption  that  extended 
on  for  a  term  including  the  present  time. 

Q.  Yes.  A.  It  is  a  matter  of  opinion  ;  I  hardly  know  ;  that 
is  a  branch  that  I  am  not  up  in  at  all. 

Q.  In  what  year  did  you  state  the  Standard  Oil  Company 
began  purchasing  the  other  outside  refineries  ?  A.  I  did  not 
state  positively  or  precisely,  but  it  has  transpired  in  evidence 
here,  I  think,  that  it  began  in  1867 — the  evidence  before  this 
Committee.  I  got  more  information  upon  that  subject  from 
the  evidence  before  this  Committee  than  in  any  other  way. 

Q.  In  1867?     A.  1867,  I  think  so. 

Q.  In  what  year  was  the  Standard  Oil  Company  organized  ? 
A.  I  don't  know. 

Q.  Are  you  not  aware  that  it  whs  not  organized  until  1870  ? 
A.  It  may  be  ;  I  suppose  by  the  Standard  Oil  Company  prior 
to  1870,  it  was  meant  the  gentlemen  who  afterwards  organized 
the  Standard  Oil  Company. 

Q.  And  you  think  they  began  the  purchase  of  refineries  in 
1867?  A.  I  understand  so  from  the  testimony  before  this 
Committee. 

Q.  From  your  knowledge  of  the  oil  regions,  in  what  year 
did  they  begin  the  purchase  of  these  refineries  ?  A.  I  should 
say  in  1870  or  1871 ;  I  have  no  knowledge  prior  to  that  time 
on  that  subject ;  I  have  no  recollection  of  knowing  anything 
about  it. 

Q.  And  they  continued  it  up  to  what  time  ?  A.  The  pur- 
chase of  refineries  ? 

Q.  Yes?  A.  I  think  there  are  some  refineries  in  Pittsburgh 
that  they  obtained  control  of  last  year  that  they  did  not  have 
control  of  before. 

Q.  In  what  year  do  you  think  they  had  acquired  the  control 
of  a  majority  of  the  refineries  ?  A.  I  don't  know  ;  that  must 
have  been  several  years  back. 

Q.  How  many  do  you  think  ?  A.  I  should  judge,  from  the 
time  that  Mr.  Bostwick  was  associated  with  the  Standard  and 
Mr.  Pratt,  it  extended  back  three  or  four  years. 

Q.  That  would  be  in  1875  ?  A.  In  1874  or  '75  they  be- 
came associated  with  the  Standard,  and  I  should  suppose  that 
would  give  them  a  majority ;  and  Worden,  Frew  &  Co.,  of  Phil- 
adelphia, at  that  time — in  1875,  I  should  judge — they  were  all 
merged  under  one  management,  as  we  generally  supposed. 
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Q.  Have  you  read  the  testimony  before  this  Committee,  to 
the  effect  that  the  Standard  Oil  Company  had  no  concession  in 
r;ites  from  the  railroad  companies  until  the  contract  of  March, 
l»7o?     A.  I  have  only  read  the  newspaper  reports. 

Q.  It'  such  be  the  fact  they  did  not  purchase  these  refineries 
out  of  any  advantages  they  possessed  prior  to  1875  through 
the  managements  with  the  railroad  companies  ?  A.  It  was 
believed  prior  to  that  time  that  the  Standard  Oil  Company  had 
very  decided  advantages  with  the  railroads. 

Q.  But,  if  it  is  shown  that  they  did  not,  they  would  not 
then  have  purchased  through  any  possible  advantages  with  the 
railroad  companies  ?  A.  Suppose  they  purchased  for  the  piir- 
pose  of  having  a  greater  control  of  the  railroads,  and  aside 
from  getting  control  of  the. refining  business  itself? 

Q.  That  is  an  assumption  that  they  purchased  to  get  the 
rates  from  the  railroad,  not  that  they  had  had  them  before 
that?     A.  The  assumption  prevailed  that  they  had  them. 

Q.  Will  you  please  answer  the  question  —if  it  is  shown  that 
the  Standard  Oil  Company  had  no  advantage  over  the  rail- 
roads until  March  1st,  1875,  they  must  have  acquired  those 
refineries  without  the  co-operation  or  through  any  advantages 
that  they  possessed  over  the  railroads,  must  they  not?  A. 
These  refineries  might  have  co-operated,  I  should  think,  with 
a  view  of  getting  rates  from  the  railroad. 

Q.  But  they  could  not  have  purchased  them  out  of  any  acU 
vantages  possessed  over  the  railroads,  if  the  railroads  did  not 
pay  any  drawback  prior  to  1875  ?  A.  That  would  be  self- 
evident. 

Q.  Have  yon  the  statistics  of  the  production  of  oil  for  the 
year  1879  as  compared  with  the  year  1878  ?     A.  Yes,  sir. 

Q.  Will  you  please  refer  to  them  ;  in  what  year  were  these 
consular  statements  made  that  you  referred  to  a  little  while 
ago — in  what  month,  I  should  say  ?  A.  They  were  made  in 
February,  I  think,  most  of  them. 

Q.  January  and  February  of  this  year  ?  A.  Yes,  sir ;  Mr. 
Weaver's  letter  from  Antwerp  is  dated  February  19th,  1879  ; 
and  Mr.  Wilson  King's  first  letter  is  dated  February  27th, 
1879,  and  the  second  letter  is  dated  March  fith,  1879. 

Q.  Then  the  letters  were  in  January  and  February  mainly  ? 
A.  Yes,  sir. 

Q.  And  on  oil  shipped  in  1878  ?     A.  Mostly  in  1878. 

Q.  Your  consul  has  stated  that  this  threatened  a  loss  to  the 
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business  of  the  United  States  ?  A.  I  could  not  endorse  that 
—  that  it  would  occasion  a  loss,  because  they  kept  drawing  oil, 
right  along. 

Q.  Can  you  verify,  this  statement  in  Mr.  Pease's  oil  circu- 
lar, that  from  January  1,  1879,  to  September  1,  1879,  the  ex- 
ports of  refined  and  crude  and  naphtha  from  all  ports  were 
245,112,085  gallons  against  200,862,000,  being  an  increase  for 
this  very  period  of  about  25  per  cent,  of  1879  over  1878  ?  A.  I 
know  that  it  was  a  large  increase. 

Q.  You  think  those  figures  are  correct?  A.  Yes;  substan- 
tially. 

•  Q.  Can  you  oon6rm  this — that  the  exports  from  January  1 
to  October  11,  1871.  were  29,1,049,000,  against  248,784,000  gal- 
lons for  the  same  period  in  1878,  being  an  increase  of  47,000,- 
000  gallons  in  that  period,  when  we  were  threatened  with  that 
dreadful  loss?  A.  Not  threatened  for  the  year;  it  was  only 
in  the  winter,  and  the  good  oil  commenced  coming  forward  im- 
mediately ;  as  I  said  in  my  evidence,  when  I  returned  to 
England  after  having  been  on  the  Continent,  the  quality  of 
the  oil  had  improved  very  much  in  two  months'  absence  on 
the  Continent. 

Q.  Are  the  qualities  of  the  Bradford  and  Parker  oil  alike? 
A.  I  think  they  differ  somewhat. 

Q.  Are  their  specific  gravities  alike?  A.  I  have  a  table  up. 
on  that  subject  ;  I  have  not  got  it  here ;  I  don't  remember. 

Q.  Does  the  crude  oil  from  the  Bradford  district  average  44 
gravity,  as  against  47  gravity  in  the  Parker  district?  A.  I 
could  not  say. 

Q.  You  don't  know  ?     A.  No,  sir. 

Q.  If  there  is  a  difference  of  three  degrees  iu  the  gravity 
would  it  make  a  difference  in  the  method  of  refining  ?  A.  Yes 
it  would  make  some  difference. 

Q.  Was  the  great  production  in  Bradford  until  the  summer 
of  1878  ;  was  it  not  in  that  time  that  this  very  large  number 
of  wells  were  found  and  produced  oil  so  largely  ?  A.  I  think 
it  was  about  that  time  that  the  great  increase  down  in  the 
Bradford  district  was,  in  the  summer  of  1878. 

Q.  If  this  great  increase  took  place,  and  there  was  a  differ- 
ence in  the  gravity  and  more  sediment  in  the  lower  gravities, 
it  would  take  some  time  to  ascertain  how  to  work  it  ?  A.  I 
suppose  that  they  would  have  to  change  their  methods. 

Q.  Was  it  not  the   case  until  the  very  large  discovery  of 
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Bradford  oil  that  Bradford  &  Parker  oil  were  mixed  ?  A.  I 
don't  know  anything  ahout  that ;  they  were  not  mixed  in  the 
oil  country ;  if  they  were  mixed  they  were  mixed  in  the  oil 
refineries. 

Q.  I  mean  mixed  by  the  refiners  in  refining  their  oils?  A. 
I  cannot  answer  that. 

Q.  Don't  you  know  that  up  to  that  time  that  the  Bradford 
and  Parker  oil  both  came  here  and  were  mixed  and  went  into 
the  same  stills  in  the  refinery  in  New  York  ?  A.  No,  sir ;  I 
don't  know  it. 

Q.  If  that  was  the  case,  if  they  were  then  refining  a  certain 
quality  of  oil,  that  would  make  a  difference  if  they  finally 
began  to  refine  entirely  of  Bradford  oil,  wouldn't  it  in  your 
judgment  ?  A.  It  might  make  a  difference  in  the  process — in 
the  different  quantities  mixed  together. 

By  the  Chairman  : 

Q.  You  say  this  reductiou  in  the  freight  rate  to  30  cents 
from  the  Bradford  district  was  published  on  the  21st  of  June? 
A.  Yes,  sir. 

Q.  In  the  oil  regions  ?  A.  It  was  to  take  effect  that  day, 
and  it  was  published  in  the  papers,  my  recollection  is,  on  that 
same  day. 

Q.  How  was  it  published  ?  A.  In  the  newspapers,  I  be- 
lieve ;  I  think  I  also  obtained  it  personally  from  Mr.  Brundige, 
the  agent  of  the  line  over  the  Pennsylvania  road  that  moves 
the  oil ;  I  think  I  obtained  it  from  his  office. 

Q.  Do  you  know  that  it  was  not  published  prior  to  that 
day  ?  A.  Yes  ;  I  know  it  was  not  published  prior  ;  it  possibly 
was  published  Saturday — I  think  Monday — the  23d  or  21st  j. 
perhaps  it  was  the  23d  ;  it  took  effect  on  Monday. 

Q.  Then  it  was  generally  known  to  the  people  in  the  oil  re- 
gions ?  A.  Yes,  sir ;  still  it  was  not  a  matter  of  any  particular 
importance,  because  it  was  not  looked  upon  as  contributing  to 
the  fund  of  information  as  to  what  the  freight  rates  were,  but 
it  looked  as  though  there  was  a  very  considerable  drop  in  the 
price. 

Q.  The  point  I  want  to  have  you  explicit  upon  now  is  as  to 
the  date  of  its  publication — when  this  report  was  known  ?  A. 
I  think  it  was  the  23d. 

Q.  It  was  not  prior  to  the  21st,  the  date  it  took  effect  ?  A. 
Itwas  published  and  took  effect  the  same  day,  Monday  the 
23d  of  June. 


3706 

By  Mr.  Blanchard  : 

Q.  Upon  this  subject  of  Bradford  oil,  Mr.  Lockwood's  let- 
ter states  this  :  "  It  is  naturally  the  desire  and  interest  of  Amer- 
ican refiners  to  manufacture  an  oil  which  will  give  universal 
satisfaction,  but  it  is  impossible  for  them  to  produce,  from  the 
crude  oil  of  the  Bradford  district  an  oil  of  the  same  nature  as 
that  refined  from  the  greater  portion  of  the  product  of  the 
Parker  region.  The  crude  oil  which  is  now  found  in  the  Brad- 
ford district  is  of  a  character  entirely  different  from  the 
Parker  oil,  and  our  refiners  did  not  as  well  understand  the 
proper  treatment  of  it  as  they  do  now,  and  I  am  firmly  con- 
vinced that  the  oil  which  will  come  forward  hereafter  will  be 
much  better  than  heretofore.  The  Bradford  oil  when  refined  has 
the  same  illuminating  power,  and  with  properly  constructed 
burners  and  wicks  it  will  giye  the  same  satisfaction  as  other 
oils."  Do  you  agree  with  this  statement  cf  Mr.  Lockwood's? 
A.  I  think  Mr.  Lockwood  dwells  upon  the  change  in  the  wick, 
and  the  properly  constructed  burners,  which  is  unnecessary, 
because  they  have  found  that  they  can  use  the  Bradford  oil, 
as  more  carefully  refined,  with  the  wicks  and  burners  which 
they  already  had ;  they  have  taken  no  step  to  change  burners 
and  wicks. 

Q.  Then  you  agree  with  the  statement  except  as  to  the 
burners  and  wicks?     A.  Yes,  sir. 

By  Mr.  Sterne  : 

Q.  Tou  were  asked  by  Mr.  Blanchard  in  reference  to  the 
independence  of  the  American  Transfer  Company  from  the 
United  Pipe  Lines  in  1877  ;  did  I  understand  you  aright  to 
say  that  the  American  Transfer  Company  ever  published  any 
pipeage  or  tankage  ?  A.  Not  since  the  time  that  they  were 
merged  in  with  the  United ;  they  have  made  no  statement  in 
compliance  with  the  law  of  Pennsylvania,  which  obliges  pipe 
companies  to  state  the  amount  of  oil  received  from  wells  and 
the  amount  of  oil  carried  in  stock  by  them,  and  whether  they 
have  made  any  over  issue  of  certificates,  or  have  shipped  oil 
out  of  the  regions  not  owned  by  the  shippers,  and  to  the  effect 
that  they  have  complied  with  all  the  requirements  of  the  law ; 
they  have  made  no  such  statement  such  as  other  lines  have 
done. 

By  Mr.  Blanchard  : 

Q.  Since  the  date  of  that  consolidation  ?     A.  Yes,  sir. 
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By  Mr.  Sterne  : 

Q.  Are  you  familiar  at  all  with  the  Cassatt  testimony,  and 
letter  of  O'Day  ?  A.  I  was  absent  in  Europe  at  the  time  that 
that  transpired,  but  I  saw  more  or  less  of  it  after  I  returned. 

Q.  Do  you  remember  O'Day's  letter  in  that  connection? 
A.  Yes,  sir ;  I  have  a  little  memorandum  [in  regard  to  the 
matter. 

The  Chairman — That  is  in  evidence. 

Q.  Was  that  the  only  indication  you  had  since  the  Ameri- 
can Transfer  Company  was  absorbed  by  the  United  Pipe  Lines, 
of  the  activity  of  the  American  Transfer  Company  again  as  a 
corporation  ?  A.  I  believe  the  only  official  promulgation 
which  I  have  seen  from  the  American  Transfer  Company  was 
that  letter. 

By  Mr.  Blanchard  : 

Q.  Didn't  the  Tidewater  Pipe  Lines  advertised  in  advance, 
and  announced  the  rate  it  intended  to  charge  from  the  Brad- 
ford region  to  Philadelphia  and  New  York?  A.  No,  sir ;  I 
think  not. 

Q,  They  made  no  publication  or  statement  of  it '(  A.  No, 
sir;  I  think  not. 

Q.  Did  they  make  any  statement  through  their  agent  to  the 
producers  or  shippers  of  oil,  as  to  what  rates  they  intended  to 
charge?  A.  The  only  statement  which  I  know  of  that  they 
made  upon  the  subject  was  to  the  effect  that  the  refiners 
that  they  furnished  were  working  in  connection  with  their  lines 
— with  the  transportation,  and  that  the  refining  was  done  on 
some^ro  rata  arrangement ;  they  had  some  interest  in  the  re- 
fining of  the  oil. 

Q.  That  included  the  Heading,  the  Central  Eailroad  of  New 
Jersey  and  the  Pipe  ?     A.  Yes,  sir. 

Q.  Their  rates  depended  upjn  the  result  of  refining?  A. 
I  suppose  so  ;  I  suppose  it  depended  on  the  profit  they  made 
in  refining  oils  ? 

Q.  Neither  the  pipe  line^the  Reading,  the  Central  Railroad 
of  New  Jersey  run  any  part  of  their  distance  in  the  State  of 
New  York,  or  contribute  in  any  way  to  the  State  of  New  York  ; 
do  they  ?  A.  I  should  think  not ;  I  am  not  intimate  with  the 
roads. 

Q.  Do  you  know  what  rate  the  Tidewater  pipe  charges  now  ? 
A.  I  think  that  arrangement  is  in  existence  that  they  an- 
nounced at  that  time — the  pro  rata  arrangement. 
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Q.  That  they  would  still  depend  upon  the'results  of  refining 
for  their  rate  ?    A.  Yes,  sir. 

Q.  And,  therefore,  if  there  is  no  profit  they  get  no  rate ;  is 
that  your  idea  ?     A.  That  would  necessarily  result,  I  suppose. 

Mr.  Sterne  addressed  the  Committee  on  behalf  of  the  Cham- 
ber of  Commerce  and  Board  of  Trade  and  Transportation. 

Mr.  Baker — I  move  that  a  sub-committee  of  three  be  ap- 
pointed by  the  chair  to  finish  the  investigation  into  the  affairs 
and  management  of  the  elevated  railroads  of  this  city,  with  the 
powers  of  the  full  committee.  (Carried.) 

The  Chairman  appointed  as  such  committee,  Messrs.  Baker, 
Dugtjid  and  Noyes. 

Adjourned  to  Dec.  3,  1879,  at  10  o'clock  a.m. 


New  Yokk,  Dec.  3,  1879. 

The  Committee  met  pursuant  to  adjournment. 

Present — All  the  members  of  the  Committee  except  Messrs. 
Wadsworth  and  Grady. 

Mr.  Sterne  continued  his  address  to  the  Committee. 

The  Chairman — In  pursuance  of  a  resolution  adopted  by 
the  Committee  last  night,  I  now  announce  Messrs.  Baker, 
Duguid  and  Noyes  as  a  sub-committee  to  complete  the  investi- 
gation of  the  elevated  railroads,  with  the  powers  of  the  full 
committe.  The  sub-committee  will  meet  in  this  Chamber  on 
the  16th  of  the  present  month,  at  ten  o'clock  a.m.,  for  such 
purpose.  In  that  connection  I  desire  to  add  that  Judge 
Fithian,  a  lawyer  of  this  city,  who,  from  his  professional  re- 
lations to  said  roads,  is  possessed  of  the  information  which 
will  enable  him  to  be  of  very  material  assistance  in  the  con- 
duct of  such  investigation,  has  been  requested  to  and  will  ap- 
pear and  assist  the  committee  in  conducting  the  examination 
at  that  time. 

Mr.  Law — I  move  that  this  committee  now  adjourn  to  meet 
at  the  call  of  the  Chairman.  (Carried.) 

Adjourned. 
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ARGUMENTS. 


ARGUMENT    OF   MR.    DEPEW. 


Mr.  Depew — Mr.  Chairman  and  gentlemen  of  the  Commit- 
tee, I  take  it  that  not  the  least  of  the  causes  of  thankfulness, 
which  led  the  Committee  and  the  counsel  who  have  at- 
tended before  it  to  enjoy  yesterday's  services  and  observances, 
was  the  fact  that  this  long  examination  has  at  last  been  brought 
to  a  conclusion.  I  trust  that  when  the  record  is  all  in  and 
the  Legislature  in  possession  of  the  testimony,  and  of  the 
report  of  the  Committee,  the  State  will  be  equally  thankful 
that  the  investigation  has  been  had,  and  that  the  results  are 
sufficient  to  justify  the  time  and  the  labor  which  has  been  ex- 
pended. This  is  the  most  complete  and  exhaustive  examina- 
tion into  the  affairs  of  railways  and  railway  management  ever 
made  in  this  or  in  any  other  State  in  this  country ;  either 
under  the  authority  of  the  general  government  or  under  the 
authority  of  the  Legislature  of  any  State.  It  has  been  unpre- 
cedented in  the  length  of  time  it  has  continued,  and  in 
the  amount  of  testimony  which  has  been  taken.  It  will  result 
in  a  large  bill  for  the  State  to  pay.  It  has  resulted  in  large 
bills  for  the  railwaj^s  to  pay,  for  counsel,  in  attendance,  in  the 
absence  of  their  necessary  force.  It  has  resulted  in  large  loss 
to  the  railways  in  the  secrets  which  have  been  disclosed  and 
taken  advantage  of  by  rival  companies  and  used  to  their  dis- 
aster in  business  enterprise.  And  yet,  notwithstanding  it  all, 
as  I  look  back  over  the  testimony,  now  that  it  is  closed,  and 
the  labors  of  the  Committee,  I  think  the  result  has  amply  justi- 
fied, and  will  more  than  justify  the  expenditure  by  the  State, 
and  the  companies,  and  whatever  loss  any  one  has  incurred. 
There  has  been  for  years  connected  with  this  question  so  much 
of  loose  and  reckless  statement ;  so  much  of  demagoguery  ;  so 
much  of  appeal  to  popular  passion  ;  so  much  of  attempts  on 
all  occasions  and  under  all  circumstances  to  elevate  individuals 
27 
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and  promote  private  business  by  the  discredit  of  these  corpor- 
ations and  assaults  upon  their  managers  and  conductors;  that 
the  time  had  come  when  the  light  should  be  let  right  through, 
them,  in  order  that  we  may  reduce,  if  nothing  else,  at  least, 
the  vocabulary  of  the  enemies  of  the  railway  system  of  the 
State.  And  I  think  that  the  result  of  this  investigation  will 
prove  that  we  shall  hear  no  more  of  the  monopoly,  the  usurpa- 
tion, the  oppression,  the  iron  heel  of  power,  the  tyranny  grind- 
ing down  the  oppressed  millions  of  the  State,  but  a  more 
moderate  statement  that  the  railways  of  this  State,  in  which 
the  people  have  invested  their  money,  have  been  conducted 
under  all  circumstances  of  encouragement  and  discouragement, 
with  much  loss  aud  with  little  profit,  with  as  good  results,  with 
as  able  management,  with  as  little  corruption,  with  as  little 
oppression  as  any  other  business,  private  or  corporate,  and 
with  more  benefit  to  the  State  in  its  development  and  its  pres- 
tige, than  all  other  corporations  and  all  other  business  com- 
bined ;  and  that,  with  the  ordinary  frailties  .of  human  nature, 
and  with  the  ability  brought  to  bear  in  this  country  upon  all 
business  and  all  enterprises,  there  has  been  as  much  of  integ- 
rity, of  honesty,  of  public  spirit,  in  the  management  of  railway 
corporations  of  the  State,  as  in  the  management  of  any 
other  enterprises  which  the  State  permits  to  be  conducted 
within  its  borders.  No  discussion  of  the  testimony  which 
has  been  presented  to  this  Committee  can  be  fairly  made 
without  a  brief  review  of  the  origin  of  the  attack  which 
has  resulted  in  your  appointment,  and  in  this  extraor- 
dinary, complete  and  thorough  investigation.  It  began 
in  effect  six  years  ago,  at  that  time  possessing  little  of 
the  strength  it  subsequently  acquired  by  the  assistance  of  cir- 
cumstances which  arose  from  a  war  of  rates  with  the  railways 
of  the  country,  and  the  panic  which  depressed  every  industry, 
and  led  the  people  to  look  for  a  scapegoat  to  charge  with  their 
business  misfortunes  and  lack  of  profits.  Year  after  year  the 
same  gentlemen,  with  the  same  counsel,  have  appeared  in  the 
corridors  of  the  Legislature,  pressing  the  same  complaints 
and  the  same  indictment  upon  the  deaf  ears  of  the  Legisla- 
ture and  the  closed  ears  of  a  people  who  would  not  see  the 
horrible  oppression  to  which  they  were  subjected.  In  their 
individual  capacity  they  organized  an  association.  That  is  a 
favorite  method  in  the  City  of  New  York  of  accomplishing 
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anything.  If  a  man  in  the  City  of  New  York  wishes  to  adv 
vance  his  political  fortunes,  he  immediately  organizes  the 
John  Smith  or  the  John  Doe  or  the  Richard  Roe  Association, 
and  within  the  course  of  time  he  becomes  an  Alderman,  a 
Member  of  Assembly,  may  be  a  Judge,  and  possibly  a 
Governor.  These  gentlemen  organized  the  "  Cheap  Trans- 
portation  Association."  Its  object  was  to  make  one  of  its  mem- 
bers a  Mayor  of  the  City  of  ISew  York,  another  of  its  mem- 
bers a  Mayor  of  the  City  of  Brooklyn,  and  its  Counsel,  I  pre- 
sume, Attorney-General  of  the  United  States.  They  met  in  a 
small  room  down  in  Greenwich  street,  and  debated  these 
great  problems  month  after  month  and  year  after  year  ;  and 
they  sent  out  circulars  inviting  the  mercantile  community  to 
become  members ;  and  large  numbers,  I  think  to  the  extent  of 
a  thousand  of  the  business  men  around  about  where  it  was 
located  paid  their  five  dollars  and  accepted  membership. 

The  money  was  paid  on  the  principle  that  a  man  buys  an 
accident  insurance  ticket.  He  thinks  there  is  only  one  acci- 
dent in  three  millions,  yet  that  accident  may  be  his,  and  the 
investment  of  five  dollars  in  this  association  might  possibly 
lead  to  the  benefit  which  its  projectors  pictured  in  their  pros- 
pectus when  they  invited  the  subscription ;  but  it  was  run  as 
a  close  corporation,  and  week  after  week  they  met  there  and 
■discussed  these  questions,  and  finally  the  newspapers  pub- 
lished the  discussions.  I  have  the  files.  They  are  extraor- 
dinary. The  same  gentleman  always  offers  the  resolution. 
The  same  gentleman  always  responds  to  the  resolutions. 
The  little  cheese  man  came  up  from  West  street,  and  the  little 
pork  man  came  up  from  Church  street,  and  the  fish  man 
came  up  from  Reade  street,  and  the  cloth  man  came  up  from 
Duane  stret.  They  gathered  around  the  Board,  and  Thur- 
ber  got  up  and  talked  about  the  King's  highway,  and  the 
great  monopoly  that  was  absorbing  and  eating  out  the.  vitals 
and  the  intestines  of  this  great  Republic,  and  Sterne  got  up  and 
in  his  eloquent,  philosophic  and  ornate  manner  discussed 
plutocrocy,  and  autocracy  and  bureaucracy,  and  aristocracy, 
while  the  fishman,  and  the  cheeseman,  and  the  cloth  man,  and 
the  porkman,  and  the  butterman  did  not  know  exactly  what 
he  was  talking  about,  yet  he  said  to  himself:  "Happy  man 
am  I  to  have  invested  five  dollars  in-  such  an  institution  as 
this ;  no  telling  what  result  may  come  to  me  from  it."     And 
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as  he   heard  Sterne  rolling  out  these  sentences  of  political 
economy  week  after  week  and  month  after  month  : — 

"  He  sat  and  gazed,  and  still  the  wonder  grew 
That  one  small  head  could  carry  all  he  knew." 

The  Cheap  Transportation  Association,  however,  failed  to 
receive  the  recognition  of  the  commercial  bodies  of  the  me- 
tropolis, and  so  it  was  abandoned,  and  the  more  pretentious 
Board  of  Trade  and  Transportation  was  established.  That 
Board  pressed  upon  the  public  and  upon  the  Legislature  their 
grievances,  but  they,  failing  to  secure  the  assent  of  the  Legisla- 
ture aud  the  ear  of  the  public,  the  leading  members  went  into 
the  Chamber  of  Commerce.  The  Chamber  of  Commerce  is 
composed  of  fifteen  hundred  members.  It  is  one  of  the  oldest 
commercial  bodies,  if  not  the  oldest,  iu  the  United  States.  Its 
respectability,  its  character,  its  wealth  and  its  position,  are  im- 
pregnable, aud  nobody  proposes  to  assault  it ;  but  it  is  like 
all  voluntary  associations,  hard  to  get  together  in  its  full 
memberf-hip  for  the  expression  of  its  conservative  sentiments, 
but  easy  to  be  got  together  among  the  few  restless  spirits  who 
can  give  expression  for  the  time  being  to  what  seems  to  be  the 
voice  of  the  Chamber  of  Commerce.  The  meeting  at  which 
the  indictment  of  the  railways  was  had  was  held  in  this  room. 
I  understand  that  less  than  fifty  members  of  the  Chamber  of 
Commerce  were  present,  and  that  most  of  them  were  the  rest- 
less and  uneasy  spirits  who  had  migrated  from  cheap  trans- 
portation into  trade  and  transportation,  and  been  transplanted 
from  trade  and  transportation  into  this  room,  and  took  posses- 
sion of  it  on  that  day  to  give  expression  to  the  voice  of  the 
great  mercantile  community  of  the  City  of  New  York  ;  and 
when  they  came  to  the  Legislature  with  their  indictment, 
and  spread  upon  the  record  of  your  proceedings  that  indict- 
ment, you  will  find  that  the  indictment  framed  for  the  Chamber 
of  Commerce,  the  indictment  framed  for  the  Board  of  Trade 
and  Trensportation,  were  equally  the  result  of  the  labor  of  the 
same  keen  and  able  mind,  and  the  industry  of  the  same  in- 
dividual pen,  and  it  was  only  a  few  weeks  after  the  Chamber 
of  Commerce  had  been  misrepresented  at  Albany  by  this  so- 
called  Committee,  that  more  of  its  conservative  members,  hap- 
pening to  be  here  upon  a  public  question,  a  resolution  was 
adopted  so  modifying  the  indictment  presented  and  prepared 
and  previously  adopted,  as  to  take  out  of  it  much  of  the  poison 
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these  gentlemen  had  injected.  You  have  had  an  op- 
portunity, Mr.  Chairman  and  gentlemen  of  the  Committee, 
of  ascertaining  the  truth  of  the  universality  of  the  agita- 
tion upon  this  question  alleged  to  exist  in  the  open- 
ing of  the  counsel,  and  in  the  representations  of  the 
Chamber  of  Commerce  and  of  the  Board  of  Trade  and 
Transportation.  There  are  no  people  in  the  world  so  quick 
to  complain  and  so  quick  to  present  their  grievances  as  the 
people  of  (he  State  of  New  York.  The  State  is  traversed  with 
the  cheapest  methods  of  transportation,  and  it  is  easy  for  them 
to  come  to  Albany.  Tou  have  been  in  session  now  for  the  last 
six  months.  "Where  are  the  witnesses?  Where  are  the 
aggrieved  parties  ?  Where  are  the  people  coming  up  and  de- 
manding relief  from  the  impositions  which  have  been  placed 
upon  them  ?  Why,  gentlemen,  of  the  fifteen  hundred  members 
of  the  Chamber  of  Commerce  only  two  appeared  before 
you,  and  those  two  have  rendered  testimony  which  bears 
not  at  all  upon  the  general  result.  They  were  right  here,  you 
were  right  here  for  the  purpose  of  receiving  their  testimony, 
and  if  the  members  of  the  Chamber  of  Commerce,  represent- 
ing the  mercantile  interests  of  the  City  of  New  York  had  been 
.aggrieved  to  the  extent  these  gentlemen  claim,  why  is  it  that 
with  active  counsel,  anxious  to  get  testimony  everywhere,  the 
representatives  of  great  houses  in  every  branch  of  business 
and  every  branch  of  industry  have  not  crowded  before  you  for 
the  purpose  of  stating  under  oath  their  grievances  against  the 
railroads  of  the  State  ?  Why  is  it  that  we  stand  here  to-day 
after  six  months  of  open  doors  and  loud  invitation  with  the 
Chamber  of  Commerce  wholly  unrepresented,  and  with  the 
Board  of  Trade  and  Transportation  wholly  unrepresented  in 
the  testimony  to  support  the  indictment  which  they  ( were 
alleged  to  have  framed  ?    • 

Another  proof  of  the  universality  of  this  agitation,  and  the 
extent  of  these  injuries  :  This  Committee  first  met  in  Municipal 
Hall.  Its  coming  was  heralded  everywhere.  You  can  get  up 
a  meeting  at  Cooper  Institute,  which  is  the  largest  hall  in  the 
United  States,  and  it  cannot  hold  the  swelling  crowds  thai  will . 
surge  within  it  upon  the  slightest  grievance  assailing  the  in- 
terests of  the  City  of  New  York  ;  and  yet,  when  you  met  in 
Municipal  Hall,  with  the  exception  of  three  or  four  members 
of  the  Committee  of  the  Chamber  of  Commerce  who  had  pre- 
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pared  this  indictment  and  engineered  this  assault,  the  mer- 
cantile community  were  wholly  unrepresented.  Then  the 
Committee  became  dissatisfied.  They  said,  "  The  reason 
why  these  oppressed,  these  tyrannized,  these  injured  mer- 
chants of  the  City  of  New  York  will  not  come  to  Mucic- 
cipal  Hall  for  the  purpose  of  giving  countenance  to- 
this  'assault,  and  convincing  the  Legislative  Committee  how 
much  they  are  harmed  by  the  railroads  is  because  it  is  three 
miles  from  their  place  of  business,  and  it  costs  six  cents  for 
them  to  come."  Then  the  place  of  meeting  was  changed  down 
to  the  General  Term  room  of  the  Supreme  Court.  The 
judges  assigned  it  for  the  purpose.  It  was  within  the  midst  of 
the  trade  district  and  of  the  commercial  district.  A  private 
circular  was  sent  to  the  large  dry  goods  houses  and  the  whole- 
sale houses.  It  reached  everywhere,  from  the  palatial  ware- 
housed of  the  importer  to  the  corner  grocery  man  whose  capi- 
tal could  be  counted  in  hundreds  of  dollars  upon  the  fingers, 
of  a  single  hand.  And,  in  response  to  that  frantic  appeal, 
these  oppressed  and  tyrannized  merchants  of  the  City  of  New 
York  still  failed  to  put  in  an  appearance.  Then  said  Thurber 
to  Sterne,  "  What  shall  we  do  ?  We  will  go  to  the  home  of 
the  oldest  commercial  body  in  the  United  States.  We  will 
sit  down  in  the  room  where  the  Chamber  of  Commerce  meets, 
and  where  its  members  are  in  the  habit  of  dropping  in  at  noon- 
time for  the  purpose  of  discussing  commercial  affairs,  as  they 
would  into  a  club.  But  he  had  no  sooner  come  here  with  his 
testimony  and  his  grievances  than  the  merchants  and  members 
of  the  Chamber  of  Commerce  avoided  this  room  as  they  would 
a  pestilence.  They  were  fearful  of  contagion,  of  the  attacks 
which  he  had  made  being  attached  on  to  them,  and  they  have 
stayed  away  from  this  room,  and  it  has  been  useless  to  the 
body  for  which  it  was  rented,  from  the  time  Mr.  Sterne  took 
possession  of  it  up  to  this  morning. 

Mr.  Sterne  began  this  investigation  at  the  first  meeting  of 
the  Committee  by  a  speech  in  the  nature  of  an  opening  which 
is  embodied  in  your  records.  It  is  characterized  by  the  ability 
whiqh  marks  all  his  efforts,  and  I  concede  that  that  is  very 
great,  and  by  that  peculiar  combination  of  philosophy  as  re- 
lated to  facts  and  facts  as  related  to'  transportation,  the  con4- 
nection  of  which  no  man  can  discover  except  my  philosophic 
friend.     He  starts  off  with  the  idea  that  the  State  owned  the 


canal,  and  therefore  that  the  State  had  such  an  ownership  in 
the  railroad,  as  would  justify  it  in  asserting  upon  the  railroad 
very  much  the  same  authority  it  had  exercised  upon  the  canal. 
All  that  Mr.  Sterne  has  stated  in  reference  to  the  Erie 
Canal,  to  its  benefits  upon  the  City  and  the  State  of  New  York, 
are  admitted  by  everybody,  and  by  none  more  than  the  mana- 
gers and  the  owners  of  the  railways  of  the  State.  But  his 
canal  argument  proves  too  much.  Discriminations  agaiust 
the  State  and  against  localities  in  the  State,  began  with  the 
Erie  Canal  and  continued  down  to  this  day.  The  Erie  Canal 
was  projected  by  De  Witt  Clinton,  not  for  the  development  of 
the  Mohawk  Valley,  but  for  the  purpose  of  bringing  the  trade 
of  the  West  through  the  State  of  New  York  and  into  this  City, 
and  making  the  State  the  great  commercial  State  of  the  Union 
and  the  City  the  Metropolis  of  the  Continent.  The  Erie  Canal 
carried  population  westward  by  stimulating  emigration.  Emi- 
grants seized  upon  the  lands  in.  the  West,  and  every  acre  of 
land  that  was  developed  came  into  competition  with  an  acre  of 
land  in  this  State  of  New  York,  and  when  the  emigration,  stimu- 
lated by  the  Erie  Canal,  had  built  up  prior  to  the  railways, 
several  of  the  northwestern  States,  the  State,  in  its  sovereign 
capacity,  invited  that  product  to  come  into  and  flow  through 
the  State  without  any  discrimination  or  charge  against- it  that 
was  not  made  against  the  citizen  of  the  State.  The  toll  im- 
posed by  the  State  was  precisely  the  same  upon  the  product 
of  the  farmer  of  the  West,  as  it  was  upon  the  product  of  the 
citizen  of  the  State,  and  as  time  has  gone  on,  the  toll 
sheet  has  been  lowered  purely  for  the  purpose  of  bringing  in 
this  outside  commerce  ;  and  within  the  term,  Mr.  Chairman,  in 
which  you  have  served  in  the  Legislature,  a  free  list  has  been 
made  which  brings  absolutely  without  any  charge  to  the  boat 
or  to  the  article  invited  by  the  State  from  the  Western  States 
in  competition  with  ourselves  agricultural  articles  which  are  of 
the  best  and  most  profitable  that  our  farmers  raise.  The  canal, 
from  its  opening,  to  the  present  time,  has  become  more  and  more 
every  year  the  carrier  of  western  products,  and  it  is  now  proposed 
to  make  it  entirely  free  ;  for  what  purpose  ?  In  order  that  the 
products  of  the  West  may  flow  through  this  State  for  the  bene- 
fit of  the  people  of  this  State  in  the  handling  and  commercial 
advantages  which  flow  from  it,  and  regardless  of  the  effect  it 
may  have  upon  the  farmer,  here  or  upon  his  prosperity  and 


his  profits.  Now,  in  proof  of  the  ownership  of  the  railroads 
by  the  State  and  the  right  of  inquisitorial  examination  into 
their  affairs,  and  interference  with  their  property,  Mr.  Sterne 
cites  that  the  State  has  contributed  $3,000,000  to  the  railroad 
system.  $500,000/l00  have  been  expended  by  the  people  in 
constructing  railways,  and  $8,000,000  have  been  contributed  by 
the  State.  That  which  was  contributed  to  the  roads  consti- 
tuting the  present  New  York  Central  was  paid  back,  princi- 
pal and  interest;  but  that  contribution  does  not  give  the 
Legislature  the  power,  does  not  give  it  the  rigbt  to  become 
a  partner  in  the  railways  of  the  State,  that  it  can  expose  at  all 
times  their  business  secrets  to  the  inspection  of  their  rivals, 
that  it  can  impose  burdens  of  all  kinds  upon  their  property, 
that  it  can  impose  restrictions  of  all  kinds  upon  their  busi- 
ness, that  it  can  mete  out  to  them,  under  all  circumstances, 
such  losses  as  it  sees  fit,  and  that  it  shall  share  in  the  profits, 
but  bear  no  proportion  of  the  losses.  The  pages  of  Mr. 
Sterne's  opening,  which  speak  of  imperial  power,  and  great 
abuses,  and  of  rapacity,  greed,  and  oppression,  stand  unsup- 
ported by  the  testimony  before  this  Committee.  The  pages  of 
his  opening,  which  show  that  the  grass  is  growing  in  the  streets 
of  New  York,  and  the  State  is  becoming  a  desert,  are  refuted, 
without  the  testimony,  by  the  observation  of  every  intelligent 
man,  and  by  the  unanimous  evidence  of  all'the  witnesses  who 
have  testified.  The  pages  in  which  he  talks  of  New  York 
losing  her  supremacy  have  been  refuted  by  the  positive  testi- 
mony of  witnesses,  and  by  the  commercial  statistics  gathered 
by  his  own  commercial  body,  and  by  the  authority  of  the 
City  and  of  the  State.  His  indictment  as  to  the  watering  of 
stock  to  evade  the  ten  per  cent. — what  testimony  has  he  pro- 
duced that  such  was  its  purpose,  or  tbat  the  stockwas  watered  ? 
On  that  subject  I  shall  simply  speak  as  the  testimony  now 
stands,  and  as  it  stands  there  is  no  proof  that  the  increase 
was  absolute  water,  and  there  is  no  proof  that  it  was  done  for 
the  purpose  of  evading  the  ten  per  cent.  So  far  as  the  New 
York  Central  is  concerned,  its  position  in  regard  to  that  ques- 
tion can  be  briefly  stated  thus  :  In  regard  to  what  occurred 
prior  to  1869  the  witnesses  are  dead,  and  we  have  only  the 
legislative  record,  approving  and  legalizing  it.  Of  that  which 
occurred  in  1869,  known  as  the  eighty  per  cent.,  the  witnesses 
are   all  dead  with  the  exception  of  Mr.  Worcester,  and  you 


have  his  testimony  to  the  effect  that  while  he  cannot  present 
the  exact  figures,  yet,  from  his  connection  with  the  road,  it  is 
his  belief  that  a  large  proportion  of  that  money  had  been  ex- 
pended in  doubje-tracking,  in  new  lands,  in  new  improve- 
ments, and  new  betterments,  and  he  cited  the  expense  of  one 
double  track,  that  ran.  from  Syracuse  to  Rochester,  and  which 
he  knew  was  charged  into  operating  expenses.  But,  I  take  it 
that  the  record  of  the  Legislature  is  part  of  the  record  of 
this  Committee,  under  all  circumstances,  and  at  the  time 
the  New  York  Central  Railroad  Company  petitioned  the 
Legislature  for  this  increase  of  stock,  a  committee  was  ap- 
pointed which  investigated  ihe  subject  and  made  its  report, 
and  upon  that  report  the  Legislature  passed  an  act  authorizing 
that  increase  of  stock.  Now,  then,  since  Mr.  Vanderbilt  has 
been  charged  with  having  committed  such  a  high-handed  act 
by  what  is  styled  his  arbitrary  and  unauthorized  increase  of 
the  capital  stock  of  the  New  York  Central  road  here,  in  the 
proceedings  of  that  legislative  committee,  is  the  petition  of  the 
gentlemen  who  asked  him  to  become  President  of  the  com- 
pany and  at  the  same  time  to  distribute  to  them  these  earn- 
ings which  had  been  retained  and  put  into  the  road.  Here, 
attached  to  this  petition  requesting  that  Commodore  Vander- 
bilt shovdd  make  this  increase  of  stock,  are  names  which  Mr. 
Sterne  will  recognize  as  the  most  honorable,  the  most  solvent, 
the  most  famous  connected  with  this  honorable  body,  the 
Chamber  of  Commerce,  of  which  he  is  counsel.  Here  are 
Trevor  &  Colgate  ;  Charles  P.  Levericlge,  of  the  Bank  of  New 
York  ;  Levi  P.  Morton  &  Co. ;  John  Jacob  Astor  ;  Benkhardt 
&  Hutton ;  Bobbins  &  Powell  ;  L.  T.  Hoyt — I  will  not  read 
the  whole  list,  but  it  includes  the  ablest  and  wealthiest,  as  well 
as  the  most  conscientious  men  who,  at  that  day,  represented 
the  finances,  the  corporations,  the  mercantile  interests,  the 
banking  interests,  the  trust  company  interests  and  every 
interest  worth  representing  in  the  City  of  New  York,  and  up- 
on that  petition  and  upon  the  testimony  of  Horace  F.  Clark 
and  of  Edwin  D.  Worcester,  rendered  at  that  time,  the  com- 
mittee reported  and  the  Legislature  passed  a  bill  authorizing 
that  increase  of  stock.  I  refer  to  Assembly  documents  of  1809. 
That  stock,  thus  legalized  and  sanctioned  by  law,  .stands  to- 
day, transferred  since  1869  thousands  of  times,  the  property  of 
4,000  people,  mostly  in  the  State  of  New  York,  and  all  inqo- 
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cent  holders  upon  the  faith  of  that  legislation.  The  property 
which  that  stock  represents  could  not  be  replaced  to-day  for 
$200,000,000.  Notwithstanding  all  that  is  said  about  that 
stock,  and  the  burden  which  it  has  imposed  upon  the  people 
of  the  State,  the  road  which  it  represents  is  acknowledged  to 
be  the  best  and  the  cheapest  railway  in  the  United  States. 
Notwithstanding  the  burden  which  it  is  claimed  that  stock  im- 
poses, the  New  York  Central  carries  the  people  of  this  State 
for  a  less  passenger  fare  than  any  railroad  in  the  world, 
and  it  carries  their  produce  at  a  rate  as  low  as  the 
lowest  bankrupt  railroad  in  the  State.  There  is  not  a 
particle  of  evidence  from  one  end  of  this  record  to 
the  other  that  the  inflated  capital — if  you  please 
to  call  it  so — of  the  New  York  Central  Railroad  Company  has 
ever  imposed  a  dollar  upon  the  persons  or  a  penny  upon  the 
property  of  the  people  of  the  State  ot  New  York.  The  man- 
agement of  that  corporation  since  this  increase  of  stock  has 
been  such  that  it  has  injected  into  it  those  economies  which 
have  brought  the  road  down  to  a  basis,  where  all  money 
which  is  earned  is  received  by  the  stockholders;  where  none 
of  the  money  which  is  earned  is  given  out  to  favorites  ;  where 
every  dollar  which  comes  into  the  treasury  is  honestly  admin- 
istered, and  the  owners  of  the  property  receive  the  benefit  of 
it.  Those  economies  by  which  in  the  open  market  the  sup- 
plies are  bought — those  economies  by  which  the  properties  of 
the  company,  which  can  be  leased  are  leased  in  the  open  mar- 
ket to  the  highest  bidder,  and  to  the  man  who  is  able  to  pay 
his  rent ;  those  economies  by  which  surplus  offices  and  officers 
are  cut  off,  and  the  working  expenses  reduced  to  a  minimum 
of  expense  with  the  maximum  of  efficient  service,  and  where 
there  are  no  inside  corporations,  no  leeches,  no  frauds,  no  cor- 
ruption. To  attack  the  New  York  Central  Railroad  Company, 
and  attempt  to  put  it  by  legislation  upon  a  level  with 
other  companies  which  are  run  differently  is  to  tax  en- 
terprise, business  skill,  business  management,  and  busi- 
ness integrity,  for  the  benefit  of  corruption,  and  business 
idiocy.  Whoever  wrote  this  address  placed  the  Chamber 
of  Commerce  in  the  attitude  of  seeking  to  scale  down 
these  properties  in  the  hands  of  these  innocent  holders 
for  an  alleged  future,  mythical  benefit  to  the  people. 
As  a  citizen  of  the  State  of  New  York  I  repeat — the  writer  of 
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that  address  misrepresented  the  sentiments  and  opinions  of  the 
commercial  men  of  this  metropolis.  It  is  the  first  time  the 
Chamber  of  Commerce  has  ever  been  represented  in  a. public 
capacity  in  a  communistic  spirit,  seeking  to  destroy  vested 
rights,  seeking  to  pull  down  and  to  impair  the  value  of  other 
people's  property  in  order  that  they  might  enhance  the  value 
of  their  own  ;  seeking,  because  hard  times  caused  a  panic  un- 
precedented in  the  history  of  the  country — because  a  commer- 
cial depression,  the  like  of  which  we  have  never  met,  had  fallen 
like  a  blight  upon  the  manufacturing,  the  agricultural,  the  farm- 
ing, the  commercial  interests  of  the  country,  to  recoup  and  re- 
pair temporary  losses  which  general  prosperity  is  now  happily 
making  up,  by  taking  the  money  by  confiscation  out  of  the 
pockets  forevermore  of  the  honest  people,  who,  relying  upon 
the  faith  and  credit  of  the  State  of  New  York,  have  paid  for 
the  securities  of  the  New  York  Central  Railroad  Company. 
As  infamous  as  is  the  proposition  in  the  indictment  under  the 
name  of  the  Chamber  of  Commerce,  it  is  infinitely  more  infa- 
mous to  say  that  the  Chamber  of  Commerce,  as  a  body,  ever 
met  fully  together  and  understanding  such  a  proposition 
endorsed  it.  If  so  endorsed,  it  would  give  impetus  and  enthu- 
siasm to  that  spirit  of  communism  which  has  been  walking 
abroad  during  these  depressed  times,  and  which  would  first 
strike  at  the  fortunes,  the  accumulations,  the  business,  the  en- 
terprises of  the  gentlemen  who  have  been  misrepresented  by 
this  alleged  Committee  of  the  Chamber  of  Commerce. 

Now,  Mr.  Sterne  stated  in  his  opening  also  another  most 
extraordinary  proposition,  and  it  was  to  the  effect  that  if  the 
Legislature  of  the  State  of  New  York  should  adopt  such  anti- 
discrimination laws  in  the  interests — I  will  state  it  strongly — 
of  the  local  producer  of  whatever  character  in  the  State  of 
New  York,  as  to  drive  New  York  roads  out  of  their  through 
business,  it  would  not  be  long  before  the  farmers  of  Maryland 
and  the  farmers  oi  Pennsylvania  would  follow  the  example  set 
them  by  the  granger  in  New  York,  and  impose  the  same  legisla- 
tive restrictions  upon  the  railroads  of  Maryland  and  Pennsyl- 
vania. I  have  always  known  that  Brother  Sterne  was 
a  philosopher,  but  the  amount  of  credulous  reliance 
upon  human  nature  under  tempting  circumstances  con- 
tained in  that  proposition  exceeds  anything  in  the 
history    of    the    race     up    to    the    present    time     and    will 
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never  be  equalled  till  in  the  final  conflagration 
the  millenium  shall  have  equalized  and  purified  all  human 
affairs.  I  imagine  the  State  of  New  York,  with  Mr.  Sterne  as 
its  sole  railroad  commissioner,  sitting  down  under  a  state  of 
affairs  like  that ;  its  through  business  gone,  its  railways  trans- 
acting a  purely  local  business,  its  manufactures  dried  up,  its 
local  business  of  every  sort  suffering,  because  New  York  has 
been  taken  out  of  its  vast  commerce,  and  saying  to  the  farmer 
of  Pennsylvania  and  to  the  farmer  of  Maryland :  "  Now,  be 
virtuous,  just  as  we  have  been ;  take  these  railroads  by  the 
throat,  just  as  we  have  done,  for  I  can't  hold  on  to  this  thing; 
I  shall  have  a  riot  here  about  my  ears  with  all  these  industries 
stagnant,  waiting  for  you  to  pass  the  proper  kind  of  laws,  and, 
in  the  interest  of  the  comity  of  States,  and  of  the  comity  of 
individuals,  you  should  pass  them  at  once." 

It  is  unnecessary  to  go  into  that  argument  any  further  than 
its  statement.  Mr.  Sterne,  as  Commissioner  of  the  State, 
under  such  circumstances,  would  be  in  the  position  of  the  boy 
who  set  his  bull  pup  on  to  his  father,  and  when  the  pup  had 
seized  the  old  man  by  the  calf  of  the  leg,  and  as  his  teeth 
met  together  through  the  cuticle  and  the  muscle,  and  the  old 
man  began  to  kick  and  to  howl,  the  boy  shouted,  "  Stick  to  it, 
dad,  stick  to  it ;'  'twill  be  the  makin'  of  the  pup  !" 

The  next  assertion  of  Mr.  Sterne  is  that  railway  accounts 
are  false  and  delusive,  and  that  the  State  Engineer's  reports 
are  a  delusion  and  a  snare.  The  testimony  in  that  regard  is 
that  the  reports  of  the  State  Engineer  are  true ;  that  anybody 
who  gives  the  time  can  gather  from  the  reports  any  informa- 
tion he  desires,  but  that  they  might  be  more  full  than  they  are. 
I  take  it  that  all,  even  railroad  men,  admit  they  might  be 
fuller  ;  that  there  might  be  added  to  them  some  things  which 
would  make  it  easier  for  the  ordinary  mind,  not  accustomed  to 
calculations  and  combinations  of  figures,  to  ascertain  what  it 
desired  from  the  report  of  the  State  Engineers  and  Surveyors. 

The  next  allegation  is  that  common  carriers  deal  by  special 
contracts,  and  tiiat  they  make  unjust  distinctions  without 
reason ;  that  they  bankrupt  one  man  and  enrich  another ;  that 
t  hey  bankrupt  one  locality  and  enrich  another.  Now,  that  as- 
sertion must  be  governed  entirely  by  the  proof,  which  I  will 
allude  to  later ;  and  the  proof  is  directly  to  the  contrary. 
While  it  sustains  many  of  the  allegations  made  by  the  counsel 


as  to  the  facts,  the  proof  is  that  the  results  are  entirely  differ- 
ent from  what  he  alleges.  His  charges  as  to  glaring  breaches 
of  trust ;  as  to  taxing  communities,  by  the  enormous  increase 
of  expenses  from  such  results ;  as  to  stockholders  being  de- 
frauded by  personal  interests  of  the  officers,  as  to  the  New 
York  Central  and  Hudson  Biv'er  Eailroad  Company,  is  unsus- 
tained  by  a  particle  of  proof.  On  the  contrary,  the  proof  is 
positive,  cumulative  and  overwhelming,  that  no  such  practices 
exist  in  that  organization.  His  panacea  for  all  ills — a  commis- 
sion— I  will  treat  of  more  fully  later.  His  statement  that  the 
press,  which  I  believe  fairly  represents  public  sentiment,  is 
subsidized  by  the  railroads,  is  untrue.  You  take  the  aggre- 
gate of  expressions  of  the  newspapers  of  the  State  upon  a 
question  which  is  not  partisan  and  not  political,  and  it  will, 
under  all  circumstances,  fairly  represent  the  average  public 
opinion  of  the  community.  Now,  the  press  has  failed  to  sup- 
port this  raid.  The  press  has  failed  to  come  up  and  sustain 
this  assault ;  and  because  the  press  of  the  State  failed  to  do 
what  Mr.  Sterne  believes  its  duty  in  the  premises,  he  says  the 
railways  are  very  rich,  they  are  great  advertisers,  and  so  the 
press  of  the  State  are  subsidized.  In  the  first  place,  I  do  not 
believe  that  all  the  wealth  there  is  in  the  State  of  New  York 
can  subsidize  the  press  as  a  whole ;  and  in  the  next  place,  the 
railways  are  notoriously  not  advertisers.  All  they  ever  have  to 
put  into  a  newspaper  by  way  of  patronage  is  the  annual  an- 
nouncement of  their  meetings  for  election  of  directors  or  the 
declaration  of  a  dividend,  and  their  time-tables ;  and  their 
time-table  is  printed  at  the  minimum  of  expense  in  the  fewest 
papers  of  the  largest  circulation  ;  and  the  rest  print  it  because 
their  readers  are  bound  to  have  it  as  a  matter  of  news. 

Now,  that  comprises,  in  the  main,  the  list  of  matters  pre- 
sented in  Mr.  Sterne's  opening.  He  has  brought  in  here,  at 
great  trouble,  with  enormous  labor,  with  considerable  expense, 
a  corpse  which  was  to  shock  the  sensibilities  of  the  people  of 
the  State  and  country ;  which  was  to  be  followed  by  such  a 
crowd  of  mourners  that  the  funeral  would  fill  the  land  ;  but  his 
corpse  has  laid  here  putrefying  upon  the  table  of  the  Commit- 
tee for  six  months,  and  not  a  tearful  eye  has  gathered  about 
the  bier. 

Now,  Mr.  Chairman,  is  the  railway  the  king's  highway  in 
the  broad  sense  in  which   my   philosophic  friend   asserts  it  ? 
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Are  the  analogies  complete  in  the  railway  system  as  we  under- 
stand it,  and  as  it  has  grown  up  in  the  United  States,  with  the 
king'sj  highway  under  the  protecting  care  of  the  sovereign 
power,  free  and  open  to  all,  guarded  for  the  public  to  travel, 
and  unrestricted  as  to  its  use?  Is  it  the  king's  highway, 
which  the  king  has  built,  which' the  king  has  equipped,  which 
the  king  owns,  and  which  the  king  takes  care  of?  Is  it  the 
king's  highway,  where  the  king  gets  the  revenue  and  the  king 
bears  the  loss  ?  Oh,  no.  The  State  says  :  "  Here  are  valleys 
unpeopled ;  here  are  mines  undeveloped  ;  here  are  sources  of 
wealth  everywhere  lying  fallow.  Transportation  is  needed  to 
populate  the  valleys,  to  develop  the  mines,  to  bring  out  the 
sources  of  wealth.  Any  combination  of  twenty-five  men  who 
will  take  the  chances  of  the  speculation,  and  put  their  money 
into  the  enterprise,  we  will  endow  them  with  the  right  of  emi- 
nent domain.  "We  will  give  them  the  privilege  to  construct 
their  enterprise,  but  we  'will  grant  them  also  the  protection 
that  the  integrity  of  the  public  in  its  corporate  capacity  grants 
to  the  individual  whom  it  invites  to  invest  his  own  money  for 
the  benefit  of  the  corporation  known  as  the  Government  or 
State.  What  has  been  the  result  of  this  invitation?  Seventy 
corporations  have  been  organized  in  this  State  ;  five  hundred 
millions  of  dollars  have  been  expended ;  and  of  those  seventy 
corporations  only  seventeen  p^ay  dividends,  and  the  others 
yield  no  return  whatever  to  their  unfortunate  investors.  Of 
the  aggregate  capital  invested  in  railways  of  this  State,  a  re- 
turn of  only  three  per  cent,  is  made  to  the  shareholders,  while 
banks  and  trust  companies  and  insurance  companies  are  organ- 
ized upon  a  different  basis,  for  different  purposes.  They  are 
organized  purely  for  the  profit  of  their  stockholders.  They 
are  run  purety  in  the  interest  of  their  stockholders.  The  in- 
vestor in  a  railway  company  cannot  go  out  of  business  as  the 
bank  or  the  insurance  or  the  trust  company  can,  and  he  must 
continue  on  in  the  business,  receiving  no  return  for  his  invest- 
ment, and  liable  to  lose  it  altogether,  and  while  he  receives  the 
right  of  eminent  domain,  while  he  is  subject  to  chartered  re- 
strictions as  to  the  carriage  of  persons  and  property,  he  still 
has  his  rights  in  his  property,  his  rights  in  his  investment,  his 
rights  in  the  management  of  the  affairs  of  the  company  into 
which  he  has  been  invited  by  the  sovereign  power  to  invest, 
and  which  the  sovereign  power  has  no  right  to   interfere  with, 


oiza 

and  do  right  to  meddle  with,  outside  certain  definite  laws. 
And  while,  under  this  broad  invitation,  five  hundred  millions 
of  dollars  have  been  expended,  while  onlv  seventeeen  of  these 
seventy  corporations  pay  any  dividend,  while  the  aggregate  re- 
sult is  only  three  per  cent,  upon  the  whole  investment,  while 
millions  and  millions  of  dollars  have  been  sunk  and  can  never 
be  regained,  the  State  has'derived  a  benefit  which  figures  can- 
not state,  and  which  the  imagination  cannot  picture.  The  fos- 
tering care  of  its  railways,  the  developing  power  of  its  railways, 
the  skillful  management  of  its  railways,  has  made  the  State  of 
New  York  the  empire  State  of  the  Union,  has  maintained  her 
first  and  foremost  in  population,  in  agriculture,  in  manufac- 
tures, in  commerce,  in  arts,  and  in  finance.  Whatever  ele- 
ments there  may  be  of  prosperity,  of  enterprise,  of  business,  in 
the  State  of  New  York*  all  of  them  have  received  their  impe- 
tus, owe  their  growth,  and  rely  for  their  prosperity  upon  these 
Tailways  whose  investors  have  received  such  a  poor  return,  and 
whose  managers  are  subject  to  these  perpetual  accusations, 
insinuations  and  assaults. 

The  English  law  of  1844  met  this  question  in  this  way,  and  the 
law  is  still  in  force  :  it  provided  that  if,  after  twenty  years  of 
the  existence  of  a  railway,  it  had  for  three  years  successively 
earned  a  dividend  of  ten  per  cent.,  then  the  government  might 
reduce  its  rates  of  fare  and  of  freight ;  but  it  also  provided, 
that  if  the  government  took  that  responsibility,  it  should  guar- 
antee to  that  railway  company  ten  per  cent.,  whether  it  earned 
it  or  not,  for  the  nest  twenty-one  years.  Now,  there  was 
English  justice.  There  was  interference  by  the  State,  with 
the  State  assuming  the  results  of  its  interference.  There  was 
the  government  taking  the  investor  by  the  throat  and  stating  : 
"  You  have  earned  enough,  and  now  we  propose  to  interfere. 
But  if  our  interference  is  unwise,  then  we  assume  the  burden 
•of  the.  mistake,  and  we  do  not  impose  the  mistake  upon  you, 
and  the  burden  also."  But  the  king's  highway  of  Mr.  Sterne 
is  the  highway  where  the  king  with  autocratic  power  invites 
his  subjects  to  contribute ;  and  when  his  subjects  have  taken 
all  the  risk  and  made  it  a  profit,  he  devises  the  measures  that 
shall  reduce  the  profit  or  keep  it  where  it  is  ;  and  if  the  mea- 
sures destroy  the  profit  and  wipe  out  the  property,  the  sufferer 
still  is  not  the  king,  or  the  State,  but  the  unfortunate  share- 
holders who  have  relied  too  implicitly  upon  the  honor,  the  in- 
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tegrity,  and  the  aggregate  sense  of  justice  of  the  people,  as  re- 
presented in  the  State,  and  lound  their  reliance  a  delusion  and 
asnare.and  discovered  that  the  State  can  lie  and  the  State  can 
cheat. 

Now,  Mr.  Chairman,  one  of  the  elemental  questions  lying  at 
the  foundation  of  this  discussion  is  that  necessarily  of  rates. 
How  are  rates  determined  ?  Are  they,  as  alleged  by  these 
empirics  in  transportation,  the  absolute  property  of  the  rail- 
way manager,  adjusted  at  his  will,  and  regulated  according  to 
his  sense  of  propriety,  of  favoritism,  or  of  revenge  ?  The  tes- 
timony upon  this  subject,  happily,  is  full,  complete,  satisfactory 
and  unanswerable.  The  railroad  manager  seeks  in  the  first 
place  to  make  a  rate  that  the  article  will  bear,  and  which  will 
stimulate  at  the  same  time  its  production  and  its  transporta- 
tion. In  other  words,  he  endeavors  to  bring  his  rate  within 
the  limits  of  what  may  be  called  in  the  law,  reasonable,  as  that 
term  might  be  interpreted'by  the  court;  so  reasonable  that  the 
carrier  shall  have  a  fair  return  for  the  services  which  he 
renders,  and  the  article  shall  be  so  carried  that  the  transporta- 
tion will  stimulate  and  encourage  the  industry.  Within  those 
limits,  so  far  as  he  has  the  power,  the  railroad  manager  makes 
his  rates,  but  his  powers  are  very  limited,  and  his  ability  is 
very  restricted.  When  it  is  asserted,  ab  it  has  been  here,  that 
the  railway  managers  make  rates  for  the  purpose  of  enriching 
one  man  and  impoverishing  another  ;  that  they  wilfully  make 
rates  for  the  encouragement  of  one  industry  and  for  the  non- 
encouragment  of  another  ;  that  they  wilfully  make  rates  for 
the  purpose  of  promoting  the  prosperity  of  one  locality  and 
destroying  the  prosperity  of  another,  it  is  such  an  assault  upon 
the  business  capacity  of  the  trustees  of  these  properties  and 
their  agents,  that  the  common  mind  cannot  accept  it.  Is  a 
railroad  director,  elected  by  the  stockholders,  a  railroad  officer 
appointed  by  the  directors,  all  working  for  the  benefit  of  the 
property,  to  be  an  instrument  who  can  execute  revenges,  and 
can  mete  out  favoritism,  which  inevitably  work  to  the  damage 
of  the  property  of  which  he  is  the  servant,  without  the  owners 
of  the  property  calling  him  to  a  much  stricter  account  than 
the  public  ?  The  assertion  falls  by  a  mere  statement  of  the 
fact ;  and  the  unanimous  testimony  in  these  five  bulky 
volumes  shows  that  the  charge  is  untrue.  No  single  instance 
has   been   produced  to   maintain  the  existence  of   this,  the 
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gravest  of  all  charges  on  the  question  of  rates.  While  com- 
pactness, quantity,  bulk,  time,  risk,  cost  of  handling,  cost 
of  delivery,  all  those  elements  go  into  the  making  up 
of  a  rate,  yet  there  are  other  elements  in  the  management 
of  railways  in  this  country  which  make  these  questions 
subordinate,  and  which  leave  the  railway  manager  little 
discretion  in  the  matter.  Mr.  Chairman,  you  are  called 
upon  here  to  face  a  question  which  Mr.  Sterne  perpetually 
ignores ;  to  face  a  question  which  the  Legislatuie  has  per- 
petually ignored ;  to  face  a  question  which  the  public  man 
of  this  State  of  the  present  and  future  must  meet  and  recog- 
nize ;  and  that  is  that  the  business  of  this  country  has  out- 
grown the  boundaries  of  its  political  divisions.  The  State 
exists  in  the  Constitution  of  the  United  States.  The  State 
boundary  is  fixed.  Within  its  area  the  State  Government  acts ; 
but  the  people  of  the  United  States  are  one  in  their  business 
enterprises  and  a  unit  in  their  business  activities.  The  railway 
which  stopped  at  Buffalo  and  reshipped  and  trans-shipped ;  the 
railway  which  stopped  at  Erie  and  reshipped  and  trans-shipped ; 
the  railway  which  stopped  at  Cleveland  and  reshipped  and  trans- 
shipped, and  which  stopped  at  Chicago  and  reshipped  and  trans- 
shipped, has  become  as  much  a  thing  of  the  past  as  the  stage- 
coach of  the  olden  time.  The  railway  of  to-day,  whatever  may 
be  the  names  the  corporations  are  called,  is  one  from  New  York 
to  every  western  reservoir.  It  is  one  railway  that  runs  from 
New  York  to  Chicago;  itisone  railway  thatruns  from  New  York 
to  Milwaukee ;  it  is  one  railroad  that  runs  from  New  York  to 
St.  Louis ;  it  is  one  railroad  that  runs  from  New  York  to  Cm-1 
cinnati ;  and  the  New  York  manager  stands  here  with  his 
hands  tied,  with  Milwaukee,  with  St.  Louis,  with  Cincinnati 
with  Chicago  fixiDg  for  him  a  rate  which  he  must  take  or  go 
out  of  the  business,  fixing  for  him  a  rate  which  he  must  accept 
er  the  great  carrying  trade  of  the  continent  which  has  builded  up 
and  which  sustains  the  commerce,  and  the  greatness,  and  the 
wealth,  and  the  prosperity,  of  the  State  must  flow  outside  of 
her  borders  to  other  seaboard  cities  and  to  other  ports.  The 
statesman  of  New  York  of  the  present  and  future  must  not 
only  recollect  that  the  State  line  has  disappeared  and  we  are 
a  nation  in  our  business  relations,  but  he  must  remember  also 
that  since  the  Erie  Canal  was  constructed,  Boston  has  found 
its  way  to  the  west,  Portland  has  found  its  way  to  the  west, 
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Norfolk  has  found  its  way  to  the  west,  Philadelphia  has  found 
its  way  to  the  west,  Baltimore  has  found  its  way  to  the  west, 
and  the  west  has  found  its  way  down  the  Mississippi  to  New 
Orleans,  and  the  ports  on  three  thousand  miles  of  coast  hold 
up  their  hands  with  beseeching  and  inviting  embrace  to  this 
vast  commerce,  which  constitutes  the  wealth  of  the  republic ; 
and  if  New  York  would  be  equal  to  her  past,  and  to  her  present 
and  to  her  commercial  and  financial  prestige,  she  must  be 
equal  to  the  acceptance  of  the  situation  as  it  is,  and  she  cannot 
be  bound  down  to  narrow  limits  or  any  ironclad  rule  that 
would,  under  the  false  belief  that  localities  might  bebenefitedi 
destroy  the  great  traffic  which  makes  her  all  that  she  is. 

Now,  when  you  come  to  the  question  of  through  and  local 
rates,  there  is  no  testimony  here  that  the  through  rate  de- 
stroys localities  or  ruins  individuals.  The  only  testimony  on 
this  question  is  the  testimony  of  a  special  industry  located 
at  Rochester,  a  special  business  in  the  City  of  Buffalo,  and  a 
special  business  in  the  City  of  New  York.  I  think,  Mr.  Chair- 
man, that  you  should  take  judicial  knowledge  of  this  very  im- 
portant fact,  that  while  the  doors  of  this  Committee  have  been 
wide  open  for  six  months,  while  its  sessions  have  been  adver- 
tised through  the  Associated  Press,  and  by  every  conceivable 
process,  while  all  the  parties  having  grievances  or  complaints 
of  any  sort  have  been  invited  to  come  through  its  open  doors, 
and  state  their  grievances,  that  with  the  multitudinous  indus- 
tries in  the  State  of  New  York,  all  affected  by  transportation, 
with  the  multitudinous  localities  in  the  State  of  New  York,  all 
depending  upon  transportation,  only  one  special  industry  at 
two  special  localities,  have  appeared,  and  the  rest  of  the  State 
have  watched  your  sessions  in  silence,  and  by  their  silence 
nave  stated  that  they  were  satisfied  with  the  railroad  manage- 
ment of  the  State.  In  other  words,  twenty  millers  at  Koch- 
ester  and  half  a  dozen  millers  and  as  many  commission  mer- 
chants at  Buffalo,  and  a  few  commission  merchants  in  the  City 
of  New  York,  driven  out  of  business  because  the  through 
transit  goes  from  the  place  of  supply  to  the  place  of  demand, 
ere  all  that  have  appeared  of  the  five  millions  of  people  of  this 
State  before  this  Committee  to  state  their  grievances.  Now 
wbat  is  this  Rochester  testimony  ?  I  shall  not  weary  the  Com- 
mittee except  by  stating  it  generally,  but  it  seems  to  me  that  in 
this  large  question,  treated  of  in  a  large  way  and  affecting  the 
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whole  State,  that  it  is  the  weakest,  narrowest  and  silliest  stuff 
that  could  have  occupied  the  time  of  the  Committee.  The 
sub-Committee  met  at  Eochester.  Though  the  millers 
were  there,  the  merchants  were  there,  the  manufacturers  were 
-there,  they  could  not  get  any  witnesses.  They  met  again  at 
Rochester.  There  they  all  were.  There  were  the  farmers  of 
the  Genesee  Valley,  with  two  railroad  running  up  to  Roches- 
ter. They  exhausted  their  witnesses  in  a  day  or  two.  Then 
General  Martindale,  the  associate  counsel  of  the  Board  of 
Trade  and  Transportation,  the  favorite  counsel  who  is  em- 
ployed at  all  times,  in  all  cases  which  arise  in  that  territory, 
against  the  Central  Railroad,  and  has  been  for  twenty  years, 
blew  his  bugle  and  sounded  the  alarm,  and  there  is  no  man  in 
the  State  who  can  play  a  tune  which  will  reach  farther,  in 
Monroe  County,  and  down'  the  Genesee  Valley,  than  my  friend, 
the  General,  and  he  says,  "  Farmers,  merchants,  millers,  manu^ 
facturers,  you  are  all  ruined.  The  iron  heel  of  power  is  on 
your  neck ;  your  vitals  are  being  eaten  out  by  this  eagle 
and  this.  Don't  you  know  it  V  /  tell  you,  who  am  the 
protector  of  your  rights  and  t.he  avenger  of  your  injuries. 
Come  up  and  help.  We  have  got  the  monopoly  by  the 
throat.  We  have  got  them  down  here  with  a  sub-Committee 
sitting  on  them  ;  they  can't  squirm  or  strike  back,  or  do  any- 
thing, and  if  any  of  you  have  got  anything,  a  rake  or  a  hoe,  or 
a  bodkin,  come  and  stick  it  in.  Now  is  your  chance  to  get 
even,  and  you  will  never  have  it  again."  But  the  farmer, 
manufacturer,  merchant  of  the  rich  and  prosperous  City  of 
Rochester  and  County  of  Monroe,  listened  to  this  tale 
•of  their  woes — and  didn't  see  it.  Now  what  is  the 
testimony  ?  Why,  gentlemen,  I  ask  you  right  in  this 
■connection  to  take  judicial  knowledge  of  another  fact. 
My  friend  Sterne  has  asserted  that  the  people  of  the  State 
had  got  tired  of  parties  and  partisanship,  and  the  control  of 
parties  by  these  great  monopolies,  and  now  the  people  were 
to  Speak,  and  they  were  to  bring  the  monopolies,  within  the 
limits  of  the  law.  Well,  he  has  had  his  day  in  court ;  he  has  had 
his  opportunity  through  the  press  and  through  the  Associated 
Press.  He  has  called  the  lightning  to  his  aid,  and  the  Com- 
mittee have  given  him  his  own  sweet  will.  He  has  thundered 
in  the  ears  of  the  people  of  the  Stale  about  the  tyranny  which 
was  oppressing  them,  and  about  the  injuries  which  they  were 


suffering.  He,  and  his  Board  of  Trade  and  Transportation 
organized  the  Farmers'  Alliance,  and  furnished  it  with  the 
money  which  should  run  it,  and  issued  to  it  hundreds  of  thou- 
sands of  tracts  written  by  brother  SterDe,  and  written  by 
brother  Thurber,  for  the  enlightenment  of  the  people  as  to  the 
horrible  wrongs  under  which  they  were  suffering;  and  when 
the  Republican  party  could  not  be  trusted,  when  the  Demo- 
cratic party  could  not  be  trusted,  then  the  Board  of  Trade  and 
Transportation  and  the  Farmers'  Alliance  put  Harris  Lewis 
into  the  field.  They  said  to  the  people  of  the  State,  "  Now  is 
your  opportunity.  Here  is  your  last  chance.  Here  is  a  man 
untrammeled  by  party  associations.  Here  is  a  man  outside  of 
the  reach  of  these  monopolies.  Here  is  a  man,  a  farmer,  fully 
alive  to  the  agricultural  interests  of  the  State,  and  saturated 
with  the  belief  that  all  the  infamies  denounced  in  the  deca- 
logue, and  more  are  comprised  in  the  railway  management  of 
the  State.  Elect  him,  and  the  State  goes  free  and  the  millen- 
nium is  come  ;"  and  to  the  Board  of  Trade  and  Transportation's 
frantic  appeal,  and  to  the  Farmers'  Alliance's  frantic  appeal, 
and  the  hundreds  of  thousands  of  tracts  written  by  Thurber 
and  written  by  Sterne,  nine  thousand  idiots  responded  and  de- 
posited their  votes  in  the  ballot-box,  and  nine  hundred  thou- 
sand sensible  men  said,  "We  have  heard  enough  of  this 
racket,  and  we  hope  when  this  Committee  makes  its  report 
that  the.  din  will  cease  forever."  While  right  in  the  midst  of 
this  excited  discussion,  Senator  Wagner,  who  has  been  in  the 
House  for  a  number  of  years,  and  in  the  Senate  for  eight 
years,  who  is  denounced  by  name  by  the  Committee  of  the 
Chamber  of  Commerce,  denounced  by  name  over  and  over 
again  by  the  Cheap  Transportation  Association  and  Board  of 
Trade  and  Transportation,  comes  up  under  the  extraordinary 
circumstances  of  running  for  a  fifth  time  in  his  district.  Among 
his  neighbors  and  constituents,  a  hundred  thousand  tracts 
are  scattered,  they  are  left  at  every  door,  and  agents 
and  emissaries  run  around  to  the  farmers,  mer- 
chants and  manufacturers,  and  they  say,  "  Here  is  a 
man,  you  cannot  mistake  ;  his  connection  with  the 
railway  company  is  known  and  notorious.  As  Chairman  of 
the  Bailroad  Committee  he  has  sat  right  down  upon  us,  and 
he  has  kept  Thuroer  and  Sterne  for  the  past  six  years  under 
,his  terminal  facilities  and  we  have  not  been  able  to  get  them 
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out."  And  what  was  the  response  of  the  people  of  "Wagner's 
district?  In  the  midst  of  the  most  excited  canvass  we  have 
had  in  this  State  for  twenty  years,  he  is  unanimously  elected, 
because  the  people  of  his  district  have  unshaken  confidence  in 
their  Senator  and  want  this  nonsense  which  disturbs  all 
business  and  leads  the  State  into  great  expense,  stopped.  You 
are  all,  gentlemen,  politicians ;  you  are  familiar  with  public 
life,  and  none  of  you  can  mistake  the  last  utterance  of  public 
opinion,  where  there  has  been  the  fullest  opportunity  for  pub- 
lic discussion,  and  where  the  mills  of  detraction  and  slander 
have  run  without  limit  and  without  stint. 

The  testimony  of  the  millers  of  Rochester  establishes  two 
points.  One  is,  they  are  dependent  entirely  upon  western 
grain  for  their  flour  ;  the  other  is,  that  the  quality  of  the  State 
grain  has  so  deteriorated  that  it  cannot  profitably  be  made 
into  flour  for  transportation  to  commercial  centers,  and  is  used 
up  by  local  millers  for  the  locality  where  it  is  raised.  I  will 
briefly  refer  to  these  various  witnesses,  and  I  trust  that  my 
friend  Mr.  Baker  will  not  think  I  am  reflecting  upon  his  neigh- 
bors or  fellow  citizens  in  any  remarks  I  may  make  in  regard  to 
them.  The  first  gentleman  was  Mr.  Hinds,  who  is  Secretary 
of  the  State  Millers'  Association.  He  says  that  he  used  the 
railroad  because  he  could  not  use  the  canal,  and  he  could  not 
use  the  canal  because,  as  the  canal  is  now  managed,  the  boats 
are  loaded  at  Buffalo,  and  run  through,  and  the  canal  is  no 
longer  utilized  by  the  men  who  are  carriers  upon  it  for  the 
benefit  of  the  localities' along  the  line,  and  therefore  the  rail- 
road company  has  to  supplement,  by  the  services  which  it  ren- 
ders to  those  localities,  the  services  that  the  canal,  though  a 
State  institution,  now  refuses  to  render.  He  shows  that  the 
Rochester  miller  has  the  lake  and  water  ways  to  compete  with 
the  railroad,  to  get  his  grain,  but  that  he  has  to  compete  in  the 
same  market  with  the  Milwaukee  and  the  Minneapolis  miller. 
His  solution  of  this  question  is  that  if  the  through  rate  to  New 
York  could  be  raised,  and  the  local  rate  to  Rochester  lowered, 
then  there  might  be  a  better  chance  for  the  Rochester  miller 
of  the  future  ;  but  he  was  unaware  of  the  fact  that  the  raising 
of  the  through  rate  to  New  York  might  drive  the  New  York 
road  out  of  business  without  lowering  the  rate  to  the  Roches- 
ter miller  to.  the  same  point  or  giving  him  any  benefit  what- 
ever.    And  he  seemed  also  to  be  unaware  of  the  fact  that  the 


transportation  over  the  roads  of  this  State  to  Rochester  was 
only  fifty-five  miles  out  of  a  thousand,  and  if  the  Legitdatnre 
regulated  that  fifty-five  miles  it  left  9l5  miles  outside  of  the 
State  entirely  untouched,  and  in  a  position  where  it  could 
neither  be  readied  by  the  legislation  or  the  railways  of  the 
State  of  New  York. 

My  friend,  Mr.  Whitney,  owns  mills.  He  has  been  out  of 
business  ten  or  fifteen  years,  but  he  has  discovered  that  some 
of  his  mills  he  cannot  rent.  He  admits  that  Rochester  has 
grown  immesnsely  in  population ;  he  admits  that  her  growth 
in  population  and  general  prosperity  has  increased  the  value 
of  the  farm  which  was  once  outlying  the  City  and  now  i*  City 
lots.  He  admits  that  the  water  power  of  the  Genesee  is 
being  used  for  other  manufactures  which  supply  this  great 
west  tbat  now  competes  with  his  mill.  But  he  says  in  effect, 
suppose  Rochester  grows ;  suppose,  other  manufacturers  thrive  ; 
suppose  more  horse  power  is  used ;  suppose  more  mills  are  in 
motion  ;  suppose  more  laborers  are  employed  ;  suppo*e  there 
is  more  general  prosperity.  I  do  not  rent  inv  flour  mills,  and 
it  in  for  this  Committee  to  say  how  the  State  of  New  York 
shall  step  in  and  help  me  rent  them. 

Mr  Bristol  is  going  to  Indianapolis  to  mill.  When  Mr. 
Bristol  is  asked  why  he  is  going  to  Indianapolis  to  mill,  he 
says  because  he  has  discovered  that  the  inevitable  laws  of 
trade  cannot  be  regulated  by  railroads  or  by  States ,  he  is 
going  to  Indianapolis  to  mill  because  the  Clawson  wheat  of 
the  Genesee  Valley  can  no  lbnger  be  •successfully  milled  at 
Rochester  and  marketed,  because  at  Indianapolis  the  wheat 
is  nearer  the  source  of  supply,  and  it  can  be  milled  so  much 
cheaper  than  at  Rochester,  because  the  barrel  is  better  (and 
the  better  the  package  the  better  the  sale),  than  the  Rochester 
miller's  package ;  because  the  cost  of  loading  and  unloading, 
the  carting  and  handling  at  Rochester  amounts  to  six  cents  a 
barrel,  and  the  saving  of  sis  cents  a  barrel  at  the  place  of 
product  on  is  an  enormous  element  which  constitutes  a  profit 
where  a  loss  might  be  incurred  in  the  close  competition  of  our 
modern  commerce. 

Mr.  Pond,  Mr.  McMillan,  Mr.  Farley  and  Mr.  Mackey  all 
testify  substantially  to  the  same  purpose ;  they  all  say  they 
have  been  fairly  treated,  substantially,  by  the  railroads  when, 
they  have  gone  to  them,  but  yet,  that  unless  the  railways  can 


adopt  some  process  by  which  they  can  be  enabled,  with  their 
haul  of  a  thousand  miles  of  the  raw  material,  losing  85  pounds 
on  every  300  pounds,  with  the  expense  of  the  haul  from  the 
depot  to  their  mills  amounting  to  six  cents  a  barrel,  with  their 
poorer  barrels,  with  the  rate^only  55  miles  of  it  in  this  State 
and  the  rest  controlled  out  of  the  State,  with  the  western  mil- 
lers' wheat  right  at  his  door— that  unless  the  railroads  of  the 
State  can  overcome  by  some  arbitrary  rate  all  those  disad- 
vantageous circumstances,  and  at  the  same  time  control  the 
Minneapolis  miller  so  that  he  cannot  by  any  other  route  get 
to  the  same  market  as  cheaply — that  milling  at  Rochester  is 
done  under  very  disadvantageous  circumstances,  and  may  pos- 
sibly be  wiped  out  altogether.  In  other  words,  gentlemen, 
these  millers  are  facing  a  problem  which  nil  business  has  been 
compelled  at  one  time  and  another  to  face,  and  that  is  whether 
in  the  changes  that  occur  in  the  distribution  and  in  the  man- 
agement of  business,  whether  in  those  changes  it  is  possible 
for  the  carrier  to  always  so  adjust  matters  as  to  keep  a  specific 
trade  at  a  particular  place  alive,  whether  circumstances  may 
not  arise  all  the  while  in  which  a  particular  production  profit- 
able to-day  may  ten  years  hence  be  so  much  more  cheaply 
done  at  some. other  place  that  it  will  be  impossible  for  the  rail- 
ways to  adjust  the  two  places  together,  because  the  law  of 
demand  and  supply  will  not  permit  it. 

ISow,  Mr.  Haiman  is  another  witness.  He  has  a  mill  at 
Churchville.,  Churchville  is  a  village  of  100  inhabitants.  He 
buys  two  or  three  car  loads  of  grain  at  a  time  at  Buffalo.  He 
pays  of  course  the  elevating  expenses  and  the  commission  ex- 
penses at  Buffalo,  which  amounts  to  almost  as  much  as  the 
haul  of  the  railways.  He  has  no  side  tracks  to  his  mill,  but 
he  has  a  horse  and  wagon,  and  drags  it  up  and  the  flour  back. 
He  has  not  the  capital  to  put  into  his  mill  the  modern  im- 
provements. Now,  he  competes  with  the  Minneapolis  miller, 
with  the  finest  water  power  in  the  world,  supplemented  by 
steam  power  and  cheap  lumber ;  with  the  finest  wheat  fields  in 
the  world  right  at  his  door,  with  a  side  track  right  into  his 
mill,  with  an  immense  capital  giving  the  most  improved 
machinery;  and  he  says  that  under  these  disadvantages 
he  cannot  do  it,  but  he  thinks  that  the  railroads  might 
equalize  matters  for  him  some  way. 

It  is  unnecessary  to  go  through  each  of  these  statements, 
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because  all  of  them  are  to  the  same  effect.  Mr.  Simmons  was 
a  grain  commission  merchant  in  Buffalo  ;  Mr.  Ball  is  another 
commission  merchaut  in  Buffalo,  and  Mr.  Ball  testified  that 
the  commissionbusinessinBuffalo  is  not  as  good  as  itwas  seven- 
teen years  ago  ;  but  they  both  testified  also  to  the  fact  that  the 
miller  can  buy  cheaper  in  the  West,  at  the  place  of  production, 
and  avoid  {he  elevation  and  the  com  mission  to  the  middle  men 
at  Buffalo,  than  he  can  buy  at  Buffalo,  and  incur  those  ex- 
penses ;  and  while  they  do  not  prescribe  how  it  can  be  done, 
still  they  think  that  in  some  way  or  other  the  State  should  so 
manage  as  to  continue  to  them  their  commissions  and  elevat- 
ing charges,  noth  with  standing  the  universal  law  of  modern 
trade — which  Mr.  Sterne  will  not  deny — that  the  place  of  de- 
mand and  the  place  of  production  without  any  intermediaries 
or  middlemen  are  constantly  being  brought  together.  The 
Atlantic  Cable  and  the  Electric  Telegraph  have  wiped  out 
thousands  of  businesses.  They  have  wiped  them  out  for  the 
reason  that  the  old  methods  have  disappeared,  and  to-day  the 
manufacturer  goes  over  the  head  of  the  warehouseman,  over 
the  head  of  the  commission  merchant,  over  the  head  of  the 
middleman  and  buys  of  the  producer,  because  in  the  hot  and 
lurid  competition  of  to-day  every  item  of  expense  must  be 
looked  into,  and  every  item  of  expense  that  can  be  must  be 
avoided.  Unfortnnate  as  it  may  be  for  gentlemen  who  are 
compelled  to  change  and  go  out  of  the  business  to  which  they 
are  accustomed,  it  is  beyond  the  power  of  a  railway,  it  is  be- 
yond the  power  of  the  Legislature  to  prevent  it.  Take  the 
commission  merchant  of  this  city;  the  solidest  fortunes  in  the 
city  of  New  York  have  been  made  by  men  who  formerly  received 
here  and  warehoused  and  sold  to  Europe  grain ;  but  when  the 
great  grain  market  of  the  West  was  discovered  by  the  European 
exporter  and  manufacturer  he  established  a  branch  house 
here,  instantly  he  made  through  bills  of  ladiog  direct  from  the 
fields  of  the  west  to  the  docks  of  Liverpool,  and  the  ware- 
house could  no  longer  be  rented,  and  the  cart-man  was  out  of 
business,  and  the  commission  merchants'  trade  was  gone ;  and 
two  of  them  appeared  before  this  Committee,  and  said  it  was 
the  railways;  and  yet  they  had  not  the  foresight,  they  had  not 
the  business  judgment;  they  had  not  the  statesmanship— if 
you  please  to  call  it  so — lor  in  its  broadest  sense  it  is  states- 
manship— to  see  that  if  the  New  York  railroads  should  be 


compelled  to  reship  and  unload  and  cart  for  their  benefit,  the 
other  avenues  to  the  West- would  be  occupied,  and  the  provi- 
sions would  move  serenely  to  the  seaboard  and  through  it  to 
the  market  abroad.  In  day  before  yesterday  morning's  paper 
I  saw  a  very  sugges'ive  telegram  iiom  St.  Louis,  announcing 
that  the  mdls  of  St.  Louis  had  suspended  milling,  because  the 
foreign  demand  lias  fallen  off  for  flour,  foreign  countries  having 
suddenly  discovered  that  they  could  get  the  grain  straight 
through  without  any  charges  and  mill  it  there  much  more 
cheaply  than  they  could  buy  the  manufactured  article  at  St. 
Louis  and  take  it  on  to  Liverpool. 

■  There  is  one  witness  who  was  called,  whose  testimony  is  so 
much  in  the  line  of  the  prolix  questions  which  my  friend  has 
put,  and  which  has  prolonged  this  invpstigation,  and  which  is 
so  characteristic  of  the  injuries  suffered  on  the  one  side  and 
the  knowledge  of  the  remedy  possessed  on  the  other — of  the 
testimony  which  has  been  produced  by  other  than  railroad  ex- 
perts— that  I  feel  I  wuuld  do  injustice  to  Brother  Sterne  and 
injustice  to  the  testimony  if  I  did  not  present  his  case ;  and 
that  was  the  testimony  of  Mr.  Alexander,  who  is  bookkeeper 
of  a  perfumery  establishment  at  Rochester.  He  says  that  his 
freight  amounts  to  $2,0U0  a  year.  He  is  familiar  wtth  Fran- 
gipmni  and  the  Balm  of  a  Thousand  Flowem,  and  the  essence 
of  new  mown  hay ;  all  scents  are  alike  to  him,  and  yet  if  called 
upon  he  can  discriminate  jfchetn  all;  but  the  worst  discrimina- 
tion he  knows  of  is  the  railways  discrimination  which  does 
not  get  his  perfumery  to  the  New  York  market  under  circum- 
stances which  will  enable  him  to  compete  with  a  perfumer 
somewhere  eLe,  whose  scent  is  stronger  and  whose  olfacto- 
ries are  more  acute. 

When  I  was  a  boy,  in  the  village  of  Ampersan,  situated  near 
where  I  was  born,  aud  which  Gen.  Husted  visits  once  a  ye  ir, 
and  scoops  up  all  the  votes,  there  was  an  enterprising  native 
whose  father  before  hiui,  and  he  succeeding,  had  run  a  wire 
mill.  He  had  received  his  wire  on  an  old-fashioned  flat-bot- 
tomed Dutch  sloop  at  the  wharf,  and  he  had  carted  it  rive  or 
six  miles  out  to  Ampersan,  and  with  his  water  power  he  had 
rolled  it  through  the  mill,  and  carted  it  back  to  the  wharf  and 
put  it  on  the  old  Dutch  bottomed  sloop  and  got  it  to  niaruet, 
and  by  economical  ways  he  had  eked  out  .a  respectable  liveli- 
hood for  himself — as  had  his  father  before  him— for  two  gene- 


rations.  The  Hudson  Kiver  Eailway  was  built  along  there, 
and  the  wire  mill  and  the  raw  material  were  brought 
by  rail  so  close  together,  that  the  Dutch  bottomed  sloop 
and  the  old  spavined  horse  and  the  springless  wagon  of 
the  manufacturer  of  Ampersan  failed  to  be  equal  to  the 
emergency.  He  went  out  of  the  business,  and  has  been 
in  pecuniary  distress  ever  since.  He  did  not  locate  his 
mill  elsewhere  where  he  could  run  it  profitably.  He  did 
not  utilize  the  expeiience  which  was  inherited,  and  which  he 
had  acquired  in  the  conduct  of  his  business,  to  carry  it  where 
it  could  be  successfully  conducted,  nor  did  he  go  into  some 
other  business  which  was  abreast  with  the  progress  of  the 
times  ;  and  you  can  Ifind  him  with  watery  eyes  and  tottering 
step  leaning  upon  his  cane  near  the  Peekskill  station,  shaking 
his  fist  at  the  pas-sing  trains,  and  wondering  at  the  corruption 
of  the  Legislature  which  permits  the  monopoly  to  exist.  He 
does  not  read  the  newspapeis,  or  he  would  have  asked  Sterne 
to  subpoena  him,  ai  d  I  did  Lot  state  the  case  until  the  testi- 
mony was  closed,  because  I  knew  Sterne  would  subpcena  him, 
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Notwithstanding,  Mr.  Chairman,  the  testimony  of  the  special 
interest  in  Bodies:  er,  and  the  testimony  of  the  special  interest 
at  Buffalo  as  to  the  effect  upon  their  specialties  of  the  growth 
of  the  country,  and  of  the  vastly  widening  range  of  competi- 
tion, and  the  ever  increasing  circle  of  marked  and  of  com- 
petitors, in  the  general  result  ihese  two  cities  ha  e  enormously 
increased  in  wealth  and  population.  While  one  particular 
business  may  have  suffered  from  laws  inevitable,  beyond  the 
con  tool  or  the  management  of  the  State  or  of  the  railway,  other 
businesses-,  meeting  the  demands  of  the  time  and  the  wants  of 
the  community,  have  been  stimulated  to  such  a  vast  extent 
tliat  there  is  no  comparison  whatever  in  the  average  of  bene- 
fit* between  the  new  and  the  old.  While  the  range  of  com- 
petition may  have  changed  the  place  of  manufacture  of  a 
specific  article,  yet  the  extent  of  the  area  of  competition  has 
created  new  fields  for  other  manufactures  and  other  industries 
which    could    utilize    the    magnificent    water   power  of  the 


Genesee  and  the  unequaled  location  of  |Buffalo,  so  that  wealth 
has  increased,  manufactories  have  grown  up,  and  industries 
have  thrived  until  those  two  cities  are  two  of  the  most  pros- 
perous cities,  in  the  State,  and  in  the  United  States.  In  the 
effort  to  preserve  the  old  and  to  stimulate  the  new  enterprises 
of  those  cities  the  railroads  are  taxing  all  their  resources,  and 
exhausting  all  their  power.  And  the  farmers  who  have  ap- 
peared before  this  Committee  and  testified  have  all  stated  that 
while  they  could  not  adjust  in  some  articles  of  production 
their  dear  land  to  the  cheap  land  of  the  West,  where  they  have 
adjusted  their  lands  to  such  articles  as  could  be  raised  at  a 
profit  at  their  locality,  and  did  not  come  in  immediate  compe- 
tition with  the  West,  they  have  invariably  succeeded.  While 
all  the  farmers  in  the  State  have  been  invited  to  appear  before 
this  Committee,  only  two,  or  four  at  the  utmost,  came.  They 
were  small  farmers,  but  even  their  testimony  bears  this  inter- 
pretation. 

Now  then,  Mr.  Chairman,  T  am  amazed  at  the  position  the 
representatives  of  these  commercial  bodies  have  taken  in  ref- 
erence to  this  through  transportation  by  the  character  of  the 
witnesses  whom  they  have  summoned,  the  character  of  the 
testimony  they  have  sought  to  produce,  and  the  character  of 
the  questions  which  have  been  put  for  the  purpose  of  eliciting 
a  certain  kind  of  information  to  establish  a  certain  theory 
which  they  seemed  to  have  formed  in  their  minds,  because  it 
is  so  opposed  to  the  whole  position  the  mercantile  representa- 
tives of  the  City  of  New  York  have  taken  for  the  last  fifty 
years,  and  is  such  a  complete  denial  of  the  published  positions 
of  the  Board  of  Trade  and  Transportation,  of  the  Cheap 
Transportation  Association,  and  of  the  Chamber  of  Commerce. 
For  the  last  fifteen  years  these  organizations  have  fulminated 
through  every  medium  by  which  the  public  could  be  reached, 
and  the  Legislature  influenced,  to  enlarge  and  increase  the  fa- 
cilities which  would  cheapen  the  through  product  through 
the  State,  in  order  that  the  western  development  might  be 
brought  to  the  State,  and  to  the  City  of  New  York.  It  is  only 
within  the  last  five  years  that  these  very  gentlemen,  who  are 
making  these  assaults  upon  the  railway  companit  s  as  to  their 
through  and  their  local  busiuess,  were  advocating  the  construc- 
tion of  a  through  freight  railroad  from  the  City  of  New  York 
to  western  centers,  which   should  be   run   exclusively  for  the 
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purpose  of  planting  in  this  port  the  productions  of  the  great 
west  and  north-west,  without  any  regard  to  its  effect  upon  the 
local  interests  or  the  local  productions  of  the  State.  The 
Massachusetts  commissioners,  whose  authority  is  always  "po- 
tent and  absolute  with  my  learned  friend,  in  their  report  in 
1873,  say  that  distance  adds  little  to  the  cost,  of  carriage  ;  that 
the  through  haul  at  one-third  or  one-fourth  less  rate  than  the 
local  business  may  be  done  at  a  profit,  while  the  local  business 
is  done  at  a  loss.  That  was  the  result  of  their  observations  at 
that  time  embodied  in  their  report  to  the  Legislature  of  the 
State  of  Massachusetts.  The  testimony  before  this  Commit- 
tee shows  that  while  a  car  half  loaded  running  to  a  way  sta- 
tion, remaining  there  for  a  day  or  so,  half  loaded  again  as  is 
the  practice,  and  going  back,  may  earn  only  two  dollars  a  day ; 
that  a  car  on  a  through  train  in  perpetual  motion  will  earn 
thirty-six  dollars  a  day.  The  profit  and  prosperity  of  the  rail- 
way is  the  perpetually  revolving  wheel,  and  the  reason  is  ob- 
vious. '  A  train  of  50  cats  loaded  with  cereals  starts  from 
Chicago ;  it  reaches  Buffalo  and  a  locomotive  is  attached  with 
an  engineer,  a  fireman,  a  conductor  and  three  brakemen,  and  in 
26  hours  that  train  is  in  the  City  of  New  York.  There  are  no 
expenses  beyond  the  bare  expenses  of  the  haul  and  the  wear 
and  tear  of  the  track,  while  at  numbers  of  stations  along  the 
line  of  the  Central  Road,  along  the  line  of  every  other  railway, 
there  is  a  station  house  built  at  considerable  expense,  upon 
land  bought  at  considerable  expense  ;  there  are  the  extra  taxes 
for  the  depot  privileges  of  the^  station  ;  there  is  a  ticket  agent, 
a  switchrnaD,  a  freight  agent,  a  flagman,  and  the  ordinary  hands 
about  for  the  handling  of  goods,  and  the  entire  receipts  of  the 
station  will  not  pay  for  the  expenses  when  you  add  to  it  main- 
tenance, taxes  and  wages.  And  at  every  locality  where 
way  business  or  local  business  is  done,  there  is  this  im- 
mense element  of  local  expense,  which  reduces  the  profit  to 
the  railway  company  immeasurably,  while  on  the  through  busi- 
ness carried  under  circumstances  of  such  little  expense.,  it  is 
almost  impossible  to  e-stim  ite  how  cheaply  it  may  not  be  done. 
Now,  there  is  another  fact  brought  out  by  the  evidence,  and 
that  is  that  the  through  business  enormously  diminishes  the  cost 
of  the  local  business.  Every  railroad  seeks  to  get  a  living  out  of 
its  business,  and  it  must  necessar.ly  charge  to  the  shipper  rates 
which  will  produce  a  fair  return.   There  are  roads  in  this  State 


which  charge  six  cents  per  ton  a  mile,  and  they  are  compelled 
to  do  it,  because  their  business  is  purely  a  local  business,  and 
•if  they  did  not  make  that  charge  they  would  have  to  abandon 
the  running  of  the  road.  The  Legislature  cannot  reach  such  a 
case.  It  is  the  misfortune  of  the  railroad  that  is  located 
through  such  a  region,  and  the  misfortune  of  the.  region  that 
is  so  located  off  the  broad  highways  of  commerce.  '  But  you 
take  a  through  line  like  the  New  York  Central  or  Erie  Rail- 
way and  the  immense  volume  of  business  coming  from  the 
west  enables  them  to  keep  up  an  enormous  equipment,  enables 
them  to  keep  their  road  in  a  first  class  condition,  pours  a  con^ 
tinnous  volume  of  profit  and  revenue  into  their  treasury,  upon 
which  they  can  always  rely,  and  adding  this  to  their  local 
business,  the  aggregate  result  is  in  every  case  (and  the  testi1- 
mony  justifies  it),  that  immense  volumes  of  the  through  busi- 
ness of  the  New  York  Central  and  of  the  Erie  Railway  Com- 
panies have  enabled  them  to  reduce  the  cost  of  the  local  busi- 
ness to  a  point  where  every  locality  can  thrive  and  the  pro- 
ductions of  every  locality  can  successfully  reach  the  market. 
And  the  testimony  of  Mr.  Fink,  summoned  by  the  prosecution, 
as  an  expert,  supplemented  by  the  testimony  of  Mr.  Rutter 
and  Mr.  Blanchard,  is  that  the  local  rate  is  always  adjusted  to 
the  through,  and  that  it  cannot  be  otherwise,  because  the  local 
business  must  be  maintained  and  kept  up  ;  it  is  the  interest 
of  the  railway  manager,  and  public  opinion  compels  him  to 
do  it. 

It  is  the  testimony  of  these  experts,  and  it  is  not  contror 
verted,  that  the  localities  are  maintained  by  such  an  adjust- 
ment of  the  local  rate  to  the  through  rate  as  per- 
mits the  locality  and  the  productions  of  the  locality 
to  live  under  all  circumstances.  The  New  York  Central 
Railroad,  my  friend  says,  is  a  monopoly  ;  that  it  is  not  gov^ 
erned  or  controlled  by  competition  ;  that  it  holds  the  country 
and  territory  which  it  traverses  by  the  throat  and  can  do  with 
it  as  it  pleases,  and  does  do  with  it  as  it  pleases ;  and  yet 
the  New  York  Central  Railroad  is  paralleled  and  crossed  by 
competition  which  at  every  point,  in  spite  of  whatever  the  will 
of  its  managers  might  be,  adjusts  and  regulates  its  charges  to 
the  people  of  the  State.  The  canal  and  the  river  for  nine 
months  in  the  year  meet  it  at  every  point  and  a  cross-road  at 
an  average  of  every  twenty  miles  carries   competition  over 
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from  its  line  and  the  territory  for  which  it  was  expressly  con- 
structed, and  runs  to  other  and  competing  lines  in  the  State 
and  out  of  the  State.  The  Central  Road  has  to  go  on  year  after 
year  meeeting  this  competition  of  the  canal,  meeting  this  com- 
petition of  cross-roads  running  to  other  railroads  in  competi- 
tion with  it,  and  it  meets  them  by  the  preservation  of  rates 
which  are  satisfactory  to  the  community  which  it  serves.  The 
railways  of  this  State  earn  in  the  aggregate,  ninety  millions  of 
dollars  a  year,  of  which  sixty  millions  are  earned  from  this 
through  business,  and  that  sixty  millions  comes  directly  into 
the  treasury  of  the  people  of  this  State.  It  is  paid  out  in 
wages,  in  equipment,  in  new  supplies,  in  dividends — in  a  thous- 
and ways  it  filters  itself  into  the  pockets  of  the  farmer,  of  the 
manufacturer,  of  the  merchant,  of  the  artisan,  of  the  laborer,  of 
the  mechanic — and  sixty  millions  of  dollars  represents  the  toll 
that  the  State  of  New  iork,  by  its  railways,  exacts  from  the 
productions  of  the  continent  for  the  wealth  and  the  growth  and 
the  prosperity  of  the  people  of  the  State. 

Why,  Mr.  Chairman,  in  the  face  of  the  charge  that  the  far- 
mer is  being  ruined  in  this  State  by  the  local  charges  of  the 
railways,  we  have  the  sworn  testimony  here  that  there  are  five 
hundred  thousand  farms  in  this  State  in  successful  operation'. 
We  have  the  testimony  from  our  own  business,  that  from  1872 
to  1879,  a  period  of  local  depression  in  every  business  un- 
equalled in  the  history  of  this  State — a  period  when  other 
causes,  beyond  the  reach  of  railways  or  of  States —  economic 
causes,  the  results  of  the  war  and  its  wastefulness,  the  results 
of  speculation  and  overstrained  credit  disastrously  effected 
every  vocation — our  local  business  has  increased  thirty-five 
per  cent. 

In  the  face  of  every  industrial  discouragement  we  have  so 
fostered  and  encouraged  the  business  of  the  localities  of  every 
description  along  the  line  of  the  New  York  Central  Railway, 
that  the  tonnage  received  at  and  shipped  from  the  stations  of  our 
line  are  thirty-five  per  cent,  in  excess  of  what  they  were  seven 
years  ago.  The  testimony  shows  further  that  from  1872  down  to 
1879  the  rates  along  our  line  have  been  reduced  one-half,  without 
legislation,  without  any  pressure  that  was  compelling  and  arbi- 
trary;  by  the  free  will,  the  wise  management,  the  shrewd  fore- 
sight of  the  gentlemen  who  conduct  this  corporation;  voluntarily 
they  have  reduced  their  charges  to  the  people  of  the  State  one- 


half  upon  the  goods  which,  they  carry.  The  State  census  shows 
that  from  1870to  1875, notwithstanding  the  discrimination  which 
the  counsel  pictured,  notwithstanding  the  blasting  influences 
upon  agriculture,  upon  which  he  grew  so  eloquent,  that  3(5,000 
new  farms  were  brought  into  cultivation  to  add  their  quota  to 
the  wealth  and  productive  power  of  our  great  State.     Then  we 
have  the  further  proof  here,  and  it  is  an  element  which  seems 
never  to   have  occurred    to   this  bianch   of  the   prosecutors 
prosecution,  and  that  is  that  the  westei'n  farmer  has  to  pay  on 
a  local  road  to  get  his  produce  to  the  central  point  from  which 
it  is  shipped.     He  has  to  pay  to  get  his  produce  to  Chicago,  he 
has  to  pay  to  get  his  produce  to  Milwaukee,  he  has  to  pay  to 
get  his  produce  td  St.  Lords  and  to  Cincinnati,  and  that  the 
average  rates  of  the  road  over  which  he  pays  for  the  purposes 
of  this  transportation  to  those  cities  is  1  -nnr  °f  a  cent  a  ton  a 
mile,  and  the  proof  here  shows  that  the  western  farnier.by  the 
time  he  has  landed  his  produce  into  the  cities  of  Chicago  or  St. 
Louis  or  Cincinnati  or  Milwaukee,  has  paid  a  freight  rate  greater 
than  the  rate  which  the  New  York  farmer  pays  from  his  farm  to 
the  City  of  New  York.     When  he  talks  about  coming  in  com- 
petition with  the  western  farmer  upon  the  rate  from  Chicago, 
he  forgets  that  the  western  farmer  has  already  paid  out  upon 
that  property  in  getting  it  to  Chicago  an  amount  as  great  as 
he  pays  to  get  it  from  his  door  yard  to  the  same  market  that 
western  produce  is  being  transported  to.  Now,  suppose 'that  my 
friend  could  succeed  in  impressing  upon  the  Legislature  any 
sense  of  wrong  by  which  he  could  get  them  to  enact  any  laws, 
could  they  enact  any  laws  which  would  benefit  and  not  harm  ? 
Syracuse  was  pointed  out  by  these  gentlemen  as  the  one 
point  which  had  suffered  more  than  all  others,  and  yet  Syra- 
cuse has  a   member  upon   this    Committee  familiar  with  the 
wants  and  needs  of  that  locality,  and  Syracuse  is  not  repre- 
sented in  all  this  testimony  by  a  single  man  coming  forward  to 
-say  that  his  business  has   been  harmed  or  his  city  injured  by 
the   alleged   discriminations   which   raised   the   howl   of    the 
Committee  of  the  Board  of  Trade  and  Transportation;     On 
the  contrary,   the   City    of    Syracuse,  the  testimony   shows, 
has  the  canal  for  an  outlet,  and   it  has  the  Delaware   and 
Lackawanna  and   the  Midland  Railroads   as  an   outlet,  and 
the   New   York  Central  Railroad   steps   in  there,  and  saya 
io  the  City  of  Syracuse  :    "  We  will  serve  yon   better  than 


the  canal,  and  better  than  the  Delaware  or  Midland 
and  Lackawanna  Railroad  Company,  and  better  than  any 
agency  ; "  and  the  response  of  Syracuse  to  the  invitation  of  the 
New  York  Central  Railway  is  the  transfer  and  the  voluntary 
transfer  to  the  New  York  Central  of  ninety-nine  per  cent,  of 
their  whole  business.  That  is  the  testimony  of  Mr.  Goodman. 
It  is  uncontroverted  by_  anybody,  and  there  is  no  complaint 
substantiated  by  the  testimony  which  charges  that  Syracuse 
is  a  sufferer  by  discriminations  by  special  rates  or  by  con- 
tracts. 

Now,  these  questions  have  come  up  for  decision  at  various 
times  in  England  and  the  United  States,  I  have  a  few  decisions 
here  which  seem  to  bear  upon  the  "question.  The  courts  have 
interpreted  with  the  Legislature  substantially  to  the  effect 
that  the  road  must  make  reasonable  charge,  and  it  is  for  the 
court  to  decide  what  the  reasonableness  of  the  charge  may  be 
for  the  services.  Brown  on  the  law  of  carriers,  says,  in  regard 
to  such  a  decision  :  "  The  decision  was  given  upon  a  principle 
of  common  sense  founded  upon  the  acknowledged  fact  that,  if 
it  cost  a  railway  company  less  to  carry  the  goods  of  one  cus- 
tomer than  those  of  another,  they  were  entitled  to  make  a  re- 
duction in  favor  of  the  former." 

Wolf,  in  his  "  Summary  of  the  Law  of  Railways,"  says  : 
"  The  criterion  for  determining  how  far  a  charge  is  reason- 
able or  not  is  to  consider  the  trouble,  expense  and  res- 
ponsibility attending  the  receipt,  carriage  and  delivery 
of  the  goods  in  question.  Where  those  are  equal,  the 
charge  should  be  the  same ;  where  they  vary,  the  charge 
may  fairly  be  varied  in  the  same  proportion."  That  has  been 
the  practical  testimony  of  every  expert  here.  In  a  leading 
English  case  of  "  Ransome  vs.  The  Eastern  Company's  Rail- 
way," "it  was  held  that  a  company  may  charge  different  rates 
for  transportation  where  the  expense  thoreof  was  different ; 
and,  as  the  expense  of  starting  a  train  is  the  same  for  a  long 
or  short  distance,  this  may  fairly  be  taken  into  account  aud 
justify  an  inequality  in  the  rates  of  carriage  between  different 
places."  In  the  case  of  Camblos  vs.  P.  &  R.  Rd.,  in  Fourth 
Brewster,  "  it  was  held  that  the  charge  might,  under  different 
circumstances,  vary  in  amount  without  being,  therefore,  neces- 
sarily unreasonable.  If  reasonable,  it  may,  though  unequal, 
be  unobjectionable."    In  another  English  case,  of  Nicholson 
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vs.  The  Great  Western  Railway,  it  was  held  that  railway  com- 
panies were  justified  in  carrying  goods  for  one  person  at  a 
lower  rate  than  for  another,  in  consideration  of  the  carriage  of 
large  quantities  and  full  train  loads  at  regular  periods. 

The  Chairman — Are  those  suits  brought  under  the  common, 
law? 

Mr.  Depew — Some  under  the  common  law  and  some  a  dis- 
crimination act. 

Mr.  Shipman — They  can  be  brought  under  the  common  law  ? 

Mr.  Depew — Now,  Mr.  Chairman,  supposing  Mr.  Sterne's 
law,  whatever  it  may  be,  is  placed  upon  the  statute  books ; 
suppose  it  establishes  a  maximum  rate  per  ton  per  mile  ;  sup- 
pose it  says  that  the  local  rate  shall  be  adjusted  to  a  pro  rata 
of  the  through  rate,  or  that  the  charge  shall  not  be  greater  for 
a  shorter  than  a  longer  distance ;  suppose  it  says  that  dis- 
criminations shall  adjust  themselves  iu  such  a  way  that  the 
local  shall  maintain  itself  to  the  through  upon  any  principle 
which  can  be  crystallized  iuto  a  statute.  When  you  have 
crystallized  it,  you  have  got  the  law  ;  when  you  have  got  the 
law,  you  have  got  the  iron  rule,  and  New  York  cannot  vary 
from  it.  What  is  the  result  ?  In  the  keen  competition  of  the 
Mississippi  river,  of  the  Grand  Trunk  Railway,  of  the  -Balti- 
more &  Ohio,  of  the  Pennsylvania  Railroad,  each  working 
for  their  own  seaports,  they  say  in  common,  "  there  is  a  point 
where  New  York  cannot  adjust  its  local  to  its  through  rate 
and  we  will  put  the  through  down  to  that  point,  and  then 
the  New  York  roads,  must  make  their  choice  of  going 
ont  of  the  through  business  or  abandoning  the  local 
business.  As  State  roads  they  cannot  abandon  the  local 
business,  and  they  cease  to  be  our  competitors  for  the 
carriage  of  the  through."  Then  what  is  the  result  ?  Why, 
the  immense  volume  of  through  business  which  has  made  this 
State  what  it  is  is  lost  and  goes  to  other  seaboard  and  rival 
ports.  It  comes  by  other  lines,  if  you  please,  to  the  City  of 
New  York.  The  New  York  roads  become  local  roads,  and  not 
having  the  immense  volume  of  the  through  business  to  reduce 
their  local  rates,  put  their  rates  at  a  figure  which  will  enable 
them  to  earn  a  living,  with  a  fair  equal  pro  rata  rate  if  you 
please — a  fair  equal  rate  under  all  circumstances  to  every  in- 
dividual and  every  locality — they  necessarily  being  out  of  the 
grand  continental  system  of  commerce  and  of  railway,  trans- 
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portation,  carry  their  little  local  produce  at  a  local  rate  to  tlie 
great  marts  where  this  great  commerce  is  taken  at  its  cheap 
rate,  and  the  locality  cannot  sell  it  there  at  all.  So,  that  while 
New  York,  on  the  one  hand,  would  lose  its  through  business, 
on  the  other  hand,  its  lack  of  the  facilities  that  come  from  the 
volume  of  the  through  would  ruin  the  local  business  also. 

An  important  factor  to  consider,  Mr.  Chairman,  in' this  dis- 
cussion at  the  present,  is  that  the  result  of  the  policy  hereto- 
fore pursued  by  the  railways  and  by  the  canals  of  the  State  of 
New  York  has  made  us  the  first  manufacturing  State  in  the 
Union.  They  have  utilized  our  water  power,  they  have  util- 
ized localities  where  the  raw  material  was  to  be  produced, 
until  we  are  feeding,  we  are  manufacturing,  we  are  clothing  a 
continent  with  the  manufactured  article.  The  testimony  of 
one  witness  is  that  less  than  fifty  per  cent,  of  the  wheat  con- 
sumed in  this  State  is  raised  in  this  State,  but  the  information 
in  our  offices  derived  from  the  best  sources  is  that  it  is  not 
fifteen  per  cent.  Of  all  the  wheat  raised  in  this  State,  the 
major  part  of  it  is  milled  and  consumed  in  the  locality  where 
it  is  grown. 

This  State  raises  in  the  aggregate  of  breadstuffs  and  all 
food  product  of  every  kind,  only  one  tenth  of  what  its  popula- 
tion consumes ;  and  the  grave  question  always  before  the 
statesman  of  New  York  must  be,  what  the  nine-tenths  of  the 
food  products  consumed  by  the  people  of  this  State  shall  be 
taxed,  for  the  benefit  of  the  producers  of  the  other  tenth,  and 
if  any  such  tax  upon  the  consumer  will  benefit  the  producer. 

■Another  consideration  which  seems  hot  to  have  entered  into 
this  discussion,  and  which  the  Committee  in  broadly  treating 
this  question  cannot  ignore.  The  effect  of  this  immense 
through  business  in  its  results  upon  the  State  and  the  City 
has  been  simply  incalculable.  Some  productions  may  have 
been  reduced  to  a  point  where  they  cannot  be  raised  in  this 
Slate  in  competition  with  the  West ;  some  methods  of  business 
may  have  become  obsolete,  and  the  men  engaged  in  them 
may  have  had  to  retire ;  some  manufactures  may  have 
become  unprofitable,  and  the  gentlemen  engaged  in  them 
can  no  longer  prosecute  them ;  but  in  the  aggregate 
the  effect  has  been  this — that  by  the  handling  of  this 
enormous  volume  of  produce,  by  having  the  export  of 
it,    by    having    the    money    which     that    export    produces, 
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by  having  the  import  that  always  comes  back  to  the 
place  from  which  the  export  goes ;  population  has  been  in- 
creased and  all  industries  stimulated.  As  merchants  or 
manufacturers  we  capture  the  majority  of  the  trade  of  all  this 
vast  territory.  We  have  become  a  great  manufacturing  State 
and  supply  every  kind  of  manufactured  articles  to  the  States 
which  have  been  created  by  emigration,  and  the  manufacture 
has  created  centres  of  population  everywhere  which  consume 
at  a  profit  the  product  of  the  farm  at  home  instead  of  com- 
pelling it  to  compete  in  the  great  markets  of  the  world. 

It  is  impossible  to  neglect  in  the  consideration  of  this  ques- 
tion as  to  whether  the  New  York  railroads  have  fairly  treated 
the  State  of  New  York,  their  rates,  in  comparison  with  the 
rates  of  railways  in  other  States  and  in  other  countries.  Judged 
by  this  standard,  do  the  New  York  roads  charge  more  for  the 
carriage  of  passengers  than  roads  similarly  situated  in  other 
States  and  countries?  Do  they  charge  more  for  carriage 
of  freight  than  roads  situated  in  other  States  and  countries,  or 
■do  they  charge  less  ?  The  testimony  before  the  Committee  is 
that  the  New  York  roads  charge  the  cheapest  passenger  fare 
in  the  world.  The  two  cent  fare  on  the  line  of  the  New  York 
Central  Road  is  not  equalled  anywhere  by  any  railway  in  this 
country  or  in  the  old  world.  All  the  local  freight  rates  to  the 
local  State  shipper  are  from  one-third  to  one  quarter  less  on 
the  line  of  the  New  York  Central  Railroad,  than  they  are  on 
the  line  of  either  of  the  other  trunk  lines  running  through  the 
States  of  Pennsylvania  and  Maryland.  That  is  the  treatment 
the  railways  of  the  State  of  New  York  accord  to  its  people  in 
the  business  which  is  purely  local  and  individual  to  the  State, 
and  in  the  carriage  of  the  citizens  of  the  State  and  of  the 
property  of  the  citizens  of  the  State. 

Now  I  take  from  a  report  some  statistics  here  which  show 
that  on  all  the  railways  in  the  State  of  Connecticut  the  average 
rate  is  four  and  a  half  cents  per  passenger  per  mile. 

In  Maine  it  is  four  to  five  cents — between  four  and.  five 
cents. 

In  Pennsylvania  it  is  three  and  a  half,  in  Michigan  it  is 
three  and  a  half,  in  Illinois  it  is  four  cents,  in  Minnesota  it  is 
from  four  to  five  cents,  in  Colorado  it  is  ten  cents,  in  England 
it  is  four  cents,  and  on  the  continent  of  Europe  the'  average  is 
four  an        half  to  five  cents. 
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Mr. Sterne — All  classes? 

Mr.  Depew — All  classes ;  railroad  freight  rates  in  Connecti- 
cut, the  average  oe  all  the  roads  is  six  and  a  half  cents  per 
ton  per  mile.  In  Maine  it  is  four  and  a  half  cents  per  ton  per 
mile.  In  Massachussets  it  is  four  and  a  half  cents  per  ton  per 
mile.  In  Pennsylvania  it  is  five  cents  per  ton  per  mile.  And 
in  Ohio  it  is  six  and  three-quarter  cents  per  ton  per  mile.  On 
all  the  railroads  in  New  York  it  is  about  three  and  a  half  cents 
per  ton  per  mile,  and  on  the  New  York  Central  Railroad  it  is 
ninety-three  one-hundredths  of  a  cent  per  ton  per  mile.  That 
is  the  result  of  monopoly  and  grasping  power. 

That  is  on  the  whole  traffic.  In  England  it  is  three  and 
three-quarter  cents  per  ton  per  mile  ;  and  in  Germany  four 
cents  per  ton  per  mile. 

Now  then,  Mr.  Chairman,  there  is  the  testimony  which 
shows  that  the  New  York  Cen'ral  -while  restricted  to  the 
lowest  passenger  fare  in  the  world  without  legislation,  without 
interference  of  the  sovereign  power,  without  anything  but  the 
wise  management  of  the  owners  and  officers  of  the  railway, 
serves  its  people  and  the  people  of  the  State,  and  transports 
their  property  at  a  less  rate  than  any  railway  in  the  world. 

Mr.  Sterne — Where  did  you  get  jour  European  figures  ? 

Mr.  Depew — From  the  amalgamated  reports  condensed. 

While  the  New  York  Central  and  the  Erie  Roads  and  the 
New  York  roads  generally  have  thus  served  the  people  of  this 
State,  giving  them  a  better  service,  giving  them  a  far  cheaper 
service  than  the  railways  of  any  other  State  or  of  any  other 
country,  what  has  the  State  or  the  city  done  for  the  railroads 
except  to  legislate,  to  threaten,  to  hamper,  to  sit  down  on  them  ? 
They  have  given  them  the  right  to  run,  and  there  they  stop. 
The  New  York  Central  can  be  paralleled  to-day,  its  whole  length, 
by  a  charter  drawn  and  franchise  secured  under  the*general  law, 
at  an  outside  cost  of  twenty-five  dollars.  Private  capital  must 
do  the  rest'.  When  the  New  York  Central  Railroad  sought  to 
secure  four  tracks,  in  order  by  that  to  so  reduce  the  cost, 
add  to  and  the  certainty,  and  time  of  traffic,  as  to  increase, 
and  compel  the  majority  of  the  volume  of  this  great  through 
business  to  come  through  this  State,  and  we  went  to  the  Legis- 
lature to  ask  for  that  privilege,  how  were  we  met  ?  Were  we 
met  in  a  proper  spirit  of  comity  of  interests?  Were  we  met 
in  a  proper  and  liberal  spirit  which  would  say,  "while  other 
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railways  are  seeking  for  State  aid  and  seeking  for  town  aid ; 
while  localities  are  being  bonded  and  reduced  to  the  verge  of 
bankruptcy  to  build  railways,  you  come  forward  and  offer  by 
your  own  money  to  increase  the  facilities  and  enlarge  the 
benefits  of  the  State  ;  and  while  you  may  do  it  for  your  own 
benefit,  yet,  as  you  take  the  risk,  you  are  public  benefactors, 
and  we  hail  and  commend  you  for  the  "act  which  you  are  about 
to  do  ?"  No,  sir  ;  that  petition  of  the  New  York  Central 
Bailway  was  met  in  the  Legislature  by  a  universal  howl  and 
storm  from  these  same  agitators  about  monopoly  and  grasping 
power  and  the  aggregation  of  capital,  uutil  the  average  legis- 
lator, whatever  his  judgment  upon  the  question  might  be,  in 
the  atmosphere  of  blue  ruin  and  aspersion  which  surrounded 
him,  said  :  "  I  will  not  vote  to  grant  that  privilege  and  face  a 
re-election  with  the  charge  of  aiding  a  gigantic  monopoly 
thrust  in  my  face."  And  the  request  of  the  New  York  Central 
Railway  Company  to  be  permitted  to  build  a  four  track  rail- 
way from  one  end  of  this  State  to  the  other,  was  rejected  by 
an  almost  unanimous  vote.  What  has  been  the  action  of  the 
City  of  New  York  ?  We  have  expended  within  the  last  five 
years,  six  millions  for  the  purpose  of  increasing  our  terminal 
facilities.  Every  dollar  of  it  enures,  if  fifty  cents  to  the  rail- 
way at  least  fifty  cents  to  the  City ;  yet  we  pay  for  every 
privilege  that  we  get  of  the  City,  and  though  it  may  be  barren 
wastes,  fifty  feet  under  water,  which,  but  for  our  money  the 
water  would  flow  over  and  the  land  remain  without  income  for 
all  time  to  come,  we  pay  almost  as  much  as  we  would  for  lots 
in  the  cultivated  and  improved  portions  of  the  Island  of 
Manhattan. 

I  do  not  mean  to  assault  the  State  of  New  York  of  which  I 
am  so  proud,  or  the  City  of  New  York  of  which  I  am  a  citizen; 
but  I  do  believe  that  when  the  railroads  of  the  State  do  so 
much  for  the  State,  and  so  much  for  the  City,  the  reciprocity 
should  be  recognized,  and  we  should  not  be  met  by  perpetual 
assaults  and  misrepresentations,  and  perpetual  attempts  to  re- 
duce our  income  and  impair  our  usefulness. 

Now,  on  the  question  of  whether  the  Legislature,  or  a 
Commission,  could  adjust  these  rates  any  better  than  the 
railway  does,  if  Mr.  Sterne's  Bureaucratic  government  came 
into  effect,  and  we  had  the  State  regulating,  and  the  rait 
road  manager  obeying  the  regulation  in  the  fixing  the  charges 
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for  the  carriage  of  property  the  Parliamentary  Commissioners 
in  their  Amalgamated  Report,  page  25,  say  : 

"  This  is  a  fnnction  no  government  ought  to  undertake.  It 
involves  the  necessity  of  determining  what  are  the  proper  ex- 
penses of  the  companies,  and  what  economies  they  can  prac- 
tice. These  are  matters  which  require  the  knowledge  and 
skill  and  experience  of  the  managers  themselves,  and  any 
attempt  on  the  part  of  any  Government  Department  to  do  it 
for  them  is  impossible,  unless  the  Government  is  to  undertake 
an  amount  of  interference  with  the  internal  concerns  of  the 
Company,  which  is  neither  desirable  nor  practicable." 

The  Railroad  Commissioners  for  Maine  in  their  Report 
of  1874,  say : 

"  In  the  minds  of  those  who  give  this  subject  the  fairest  con- 
sideration, and  possess  knowledge  enough  of  it  to  appreciate 
fully  its  difficulties,  it  becomes  a  conviction  more  positive,  the 
longer  it  is  dwelt  upon ;  that  the  only  sure  way  to  obtain  per- 
manently low  rates  on  railroad  traffic  and  especially  on  freight, 
is  to  leave  the  problem  untrammelled  by  Legislative  enact- 
ments to  those  whose  special  business  it  is  to  study  out  its  in- 
tricacies." 

That'is  the  report  which  the  Railway  Commissioners  of 
Maine  made  to  the  Legislature  of  that  State.  If  /  had  said 
that,  Mr.  Sterne's  contempt  for  the  observation  would  only 
have  been  surpassed  by  the  manner  in  which  he  would  have 
characterized  it. 

A  great  deal  has  been,  said — a  great  deal  has  been  offered 
here-^-on  the  subject  of  railway  classification.  It  has  been 
sought  to  be  shown  that  the  classifications  of  the  railways  are 
obsolete  and  unjust,  and  that,  by  some  standard  not  developed 
in  the  testimony,  new  classifications  could  be  adopted,  which 
would  mete  out  more  substantial  justice  than  those  which  the 
wisdom  of  managers  has  fixed.  But  we  have  in  proof  that  the 
classifications  were  first  made  by  the  canal ;  that  to  that  sub- 
ject was  brought  the  best  transportation  talent  which  the  State 
could  find ;  that  when  the  railway  came  on  as  an  ally  of  the 
canal  it  adopted  that  classification,  and  that  for  twenty-five 
years  the  very  best  talent  the  railways  could  employ  in  the 
State  and  in  the  country  has  been  devoted  to  such  revisions  of 


the  classification,  as  to  the  changing  productiveness  and  the 
changing  commercial  circumstances  of  the  country  seemed  to 
require.  The  testimony  still  further  shows  that  while  these 
classifications  are  the  result  of  the  experience  of  the  canal  for 
fifty  years,  and  of  the  best  talent  of  the  railways  for  twenty- 
five  years,  emergencies  constantly  arise  where  articles  can  be 
subject  to  no  classification,  can  be  bound  within  no  general 
rule,  can  be  tied  down  by  no  iron-clad  line,  but  that  the  busi- 
ness of  the  railway  must  be  elastic  enough  to  provide  a 
special  class  for  any  article  which  needs  it,  though  it  may 
generally  be  classed  as  first,  second,  third,  fourth  or  fifth. 

How  is  the  classification  of  the  railway  to  be  improved  ? 
How  is  the  Legislature  to  improve  upon  this  enormous  cumu- 
lation of  experience  of  fifty  years  by  the  best  minds  in  the 
business  ?  How  is  this  Committee  to  do  better  than  the  ex- 
perience of  all  this  time,  with  these  vast  numbers  of  able  men 
practically  meeting  the  question  every  day,  has  shown  that  it 
must  be  done  ?  And  what  testimony  is  there  here  to  show  that 
if  there  has  been  error  in  these  classifications — if  the  aggre- 
gate of  this  experience  proves  that  there  are  imperfections  in 
the  human  mind,  and  in  the  human  judgment,  which  cannot 
provide  for  the  present  and  all  the  future,  where  is  the  testi- 
mony which  shows  that  there  is  any  tribunal  that  can  provide 
a  better  result  or  secure  a  better  classification  '?  A  mowing 
machine  goes  into  the  fourth  class, but  when  a  demand  springs 
up  in  the  West,  and  a  manufactory  of  the  West  proceeds  to 
supply  that  demand  close  by  the  place  where  the  article  is  sold, 
necessarily  the  mowing  machine,  in  that  emergency,  steps  out 
of  the  fourth  class,  becomes  a  class  by  itself,  and  is  treated  as 
an  individual  production,  in  order  that  it  may  be  planted  there 
for  the  purpose  of  competing  with  the  Western  manufacturer. 
Iron  ore  may  be  in  a  class,  aud  yet  emergencies  will  arise 
where  it  must  be  taken  out  of  that  class,  and  not  treated  by  the 
rule,  but  by  itself,  for  the  purpose  of  assisting  a  furnace,  or 
developing  a  mine,  which  adds  to  the  business  of  the  road 
upon  which  the  furnace  is  planted,,  or  where  the  mine  is 
located. 

The  revolutions  of  commerce — the  Pacific  Railroad — may 
change  the  tea  trade,  so  that  the  old  Indiaman,  whose  voyage 
was  a  romance,  disappears  from  the  ocean,  and  the  steamship 
lands  the  tea  at  San  Francisco,  instead  of  the  Indiaman  land- 


ing  it  at  New  York.  The  Pacific  Eailroad  trundles  it  across 
the  continent,  and  Chicago  becomes  the  great  tea  mart  of  the 
country.  The  New  York  merchant,  appealing  to  the  New 
York  railway,  it  may  become  necessary  for  the  New  York  rail- 
way to  abolish  all  classifications  upon  tea,  and  plant  it  here  in 
New  York,  so  that  New  York  merchants  may  compete  uith 
Chicago,  notwithstanding  that  the  terminus  of  the  Continental 
depot  for  tea  is  changed  three  thousand  miles,  from  one  side  of 
the  Continent  to  the  other. 

Mr.  Shipman — With  regard  to  tea,  the  Chairman  will  find  a 
recent  authority  on  the  trade  in  New  York,  which  shows  that 
New  York  no  longer  has  a  monopoly  of  the  jobbing  tea  trade, 
but  that  it  has  been  transferred  to  San  Francisco,  and  to  the 
Oriental  cities  in  Japan  and  China.  It  is  hopelessly  gone  from 
here,  and  from  no  fault  of  any  railroads,  but  from  a  law  of 
trade.     I  will  furnish  the  authority  when  I  come  to  it. 

Mr.  Depew  (continuing) — Cotton  may  have  a  classification 
under  all  circumstances,  and  yet  the  factory  for  the  working  of 
the  cotton  into  fabrics,  planted  at  Atlanta,  may  compel  the 
ignoring  of  all  classifications,  in  order  that  the  cotton  at 
Atlanta  may  be  taken  to  Utica  to  be  worked  up  in  the  York 
Mills,  for  the  benefit  of  the  factory  in  the  State  of  New  York. 

That  brings  me,  by  natural  processes,  to  the  great  bugaboo 
of  my  brother  Sterne — to  the  monster  who  is  ever  present  to 
his  eye  when  waking,  and  ever  resting  upon  his  perturbed 
sleep  while  dreaming — and  that  is  the  spectre  of  "  special 
rates." 

"  Special  rates"  drove  Mr.  Thurber  to  Europe ;  "  special 
rates"  brought  him  back.  "  Special  rates"  sets  going  the  ex- 
haustless  resources  of  my  friend  Sterne's  vocabulary  and  im- 
agination, and,  until  you  cut  off  the  subject  of  "  special  rates" 
by  a  sharp  switch,  you  can  never  stop  him.  "  Special  rates," 
he  says,  "  have  enriched  one  individual,  and  impoverished  an- 
other ;  '  special  rates'  have  built  up  one  locality,  and  injured 
another  ;  '  special  rates'  have  made  one  city  a  mart,  and  an- 
other city  a  desert." 

This  subject,  Mr.  Chairman,  requires  special,  earnest  and 
careful  consideration,  because  it  has  received  so  much  atten- 
tion, and  because  so  many  loose  charges  have  been  made  in 
regard  to  it. 

The  testimony  as  to  special  rates  is  uniform.     The  testi- 


mony  as  to  the  results  which  it  was  charged  they  produced  is 
directly  the  reverse  of  what  these  gentlemen  assert. 

Why  are  special  rates  made,  and  what  is  their  character  ? 
Special  rates  are  of  two  kinds  :  one  to  meet  a  special  ship- 
ment, and  one  to  develop  a  special  industry  ;  while  a  contract 
for  a  special  rate  the  year  round  is  a  third  class.  Is  there  any 
injustice  in  the  three,  as  the  testimony  develops,  and  as  they 
are  practiced  by  the  railways  of  the  State  of  New  York  ?  A 
man  in  Geneva  wants  to  move  to  the  West.  The  regular  rate 
upon  his  furniture  planted  in  Kansas  City  would  be  more  than 
the  furniture  is  worth.  He  goes  to  the  railway  fi  eight  agent, 
and  the  freight  agent  makes  him  a  special  rate,  which  enables 
him  to  take  his  household  goods  and  gods  and  to  plant  them 
upon  his  Kansas  farm.  Who  is  injured?  What  industry  in 
the  State  is  dried  up  or  affected  by  that  transaction  '?  A  man 
comes  with  a  special  article,  like  a  wagon,  or  a  carriage,  or  a 
horse ;  he  wants,  specifically,  under  the  circumstances,  to 
move  it  a  short  distance  from  one  point  in  a  State  to  another. 
He  says  : 

"  The  tariff  is  one  thing  I  cannot  afford  ;  I  am  going  to  this 
place  to  live."  A  rate  is  made  that  will  enable  him  to  accom- 
plish that  transaction.  It  helps  him  ;  it  adds  to  the  general 
volume  of  the  business  of  the  railway.  Who  is  harmed  ? 
What  industry  is  injured  ?  A  man  comes  to  the  New  York 
Central  Eailway  and  says :  "There  is  an  ore  bed  on  the  line 
of  your  road  ;  I  want  to  build  a  blast  furnace  there,  bnt  to 
get  my  pig  iron  away  from  there,  ard  to  get,  my  coal  there,  at 
your  rates  makes  it  impossible."  The  New  York  Central 
makes  a  special  contract  with  that  man  by  which  all  tariff 
rates  are  violated,  and  he  receives  his  coal  at  his  furnace  and 
has  his  pig  iron  taken  away  from  it  upon  teims  which  enable 
him  to  live,  and  upon  which,  for  the  time,  the  railway  may 
lose  money.  That  ore  bed,  which  formerly  lay  there  useless, 
now  becomes  an  exhaustless  mine  of  wealth.  Where  ivas  a 
desert  grows  up  a  village,  and  in  that  village  come  stores  and 
hotels  and  all  the  elements  of  prosperity.  The  railroad  com- 
pany is  benefitted  by  the  operation,  because  it  has  the  car- 
riage of  the  material  which  these  people  consume  and  which 
they  wear.  The  State  receives  the  benefit  of  the  increased 
population,  and  the  locality  receives  the  benefit  of  increased 
taxation,  of  more  improved  property  and  of  larger  wealth  to 


add  to  the  general   prosperity.     Who  is  injured  ?     Nobody. 
Who  is  harmed  ?     Nobody.     That  manufactory  adds  to  the  ■ 
business  of  the  road  and  increases  the  wealth  of  the  State. 

A  mowing  machine  or  an  agricultural  implement  manufac- 
tory is  at  Auburn  or  Ponghkeepsie.  It  comes  to  us  and  says : 
"  The  agricultural  implement  manufactory  at  Chicago  sells  to 
the  farmers  of  Illinois  and  of  Minnesota,  and  we  want  to  sell 
to  them,  too."  Now,  we  make  a  special  rate  for  that  agricul- 
tural implement  maker  which  enables  him  to  compete  with 
Chicago  for  the  furnishing  of  those  articles  to  Illinois,  Minne- 
sota and  Iowa.  Nobody  is  injured,  except  the  Chicago  manu- 
facturer, by  the  competition,  while  the  wealth  of  Auburn  and 
of  Poughkeepsie  are  enormously  increased,  and  the  benefits 
are  spread  out  over  the  whole  of  the  State. 

.A  man  comes  to  us  who  has  a  cement  quarry  at  Kingston. 
He  says  :  "  Cement  is  a  very  cheap  article  ;  it  will  bear  only 
the  lowest  amount  of  transportation ;  they  are  building  a 
State  House  at  Indianapolis  :  there  is  a  cement,  quarry  within 
fifty  miles  of  Indianapolis,  but  I  want  to  compete  for  the  con- 
struction of  that  State  House."  We  make  him  a  rate  by 
which  he  can  compete,  and  while  that  may  be  troublesome 
for  the  cement  quarry  man  in  Indiana,  it  adds  to  the  popula- 
tion; it  increases  the  number  of  laborers;  it  brings  back 
money  for  the  development  and  the  benefit  of  the  City  of 
Kingston,  the  County  of  Ulster  and  the  State  of  New  York. 

We  make  a  contract  with  an  individual  merchant  for  the 
whole  year  round,  provided  he  will  do  all  his  business  with  us 
for  the  whole  year  round  ;  and  my  brother  Sterne  says  "  you 
are  fighting  the  canals  and  you  are  discriminating  against  the 
people  of  that  locality  and  against  the  merchant  in  the  City 
of  New  York. 

We  give,  if  you  please  (and  this  is  Mr.  Sterne's  great  point), 
the  nine  cent  rate  to  Mr.  Crouse  at  Syracuse,  when  Mr.  Crouse 
could  get  four  cents  and  under  on  the  canal  on  account  of  the 
volume  of  his  business,  and  pay  his  full  rate  by  rail  for  the 
three  months  in  the  year  and  still  compete  to  the  same  extent, 
while  our  contract  with  him  the  year  round  gives  us  a  steady, 
uniform  reliable  business,  at  a  rate  that  he  can  get,  anyway,  by 
other  competitive  r  mtes ;  then  the  rote  injures  nobody,  be- 
cause it  is  open  by  rival  methods,  and  is  not  a  specialty  given 
by  ourselves.     There  is  not  an  iota  of  testimony  here,  from 


one  end  of  these  volumes  to  the  other,  that  any  single  man 
received  a  rate  as  a  personal  favor,  or  for  any  other  reason 
than  because  it  was  "  good  business."  The  charge  of  favor- 
itism falls  absolutely  to  the  ground.  Now,  it  was  the  com- 
bined low  rate  lor  the  year  round,  given  to  the  wholesale 
merchant  of  the  interior  of  (he  State,  which  was  the  origin  of 
all  this  trouble.  And  I  propose  to  touch  lightly — but  I  think 
lean  thoroughly— in  a  few  moments,  on  the  question  as  to 
whether  it  justified  the  extent  and  the  magnitude  of  this 
assault. 

The  New  York  jobber,  who  had  heretofore  supplied  every 
cross-road  and  village  merchant  in  the  State,  said — "  By  that 
rate  you  are  driving  us  out  of  business."  He  appealed  to 
the  Legislature,  but  the  Legislature,  being  more  largely  repre- 
sented from  the  interior  than  it  was  from  the  city,  did  uot  heed 
his  appeal.  Then  came  that  famous  war  which,  for  a  time, 
diverted  trade  to  Boston ;  aud  he  gathered  the  mercantile 
community  for  a  time  to  his  support;  then  he  appealed  to.  the 
farmer,  and  finally  he  has  accomplished  the  investigation  upon 
us. 

What  is  now  the  condition  of  affairs  ?  I  do  not  believe,  al- 
though the  railroad  is  trying  now,  by  violating  every  law  of 
transportation,  to  bring  about  an  equalization  in  this  matter, 
that  it  can  be  clone.  I  think  eternal  and  inevitable  laws  of 
trade  are  against  it  for  this  reason. 

The  Chairman— "What  do  you  refer  to,  Mr.  Depew? 

Mr.  Depew — I  refer  now  to  equalizing  the  New  York  jobber 
with  the  jobber  of  the  interior.  I  say  that  has  produced  this 
attack. 

The  Ohaieman — You  are  speaking  of  it  locally? 

Mr.  Depew— Yes.  The  jobber  is  a  distributer  of  goods,  and 
upon  the  cost  to  him  of  the  distribution  depends  whether  he 
can  do  it  successfully  and  compete  with  another  distributer 
reaching  the  same  market.  Now,  as  the  State  has  increased 
in  wealth  and  population,  the  Cities  of  Albany,  of  Troy,  of 
Rochester,  of  Syracuse,  of  Utica,  aDd  of  Buffalo,  have  become 
great  centres — places  where  the  business  of  the  localities 
about  them  come,  and  which  supply  the  localities  that  lie 
about  them.  Capital  has  accumnlated  in  these  places  to  such 
an  extent  that  the  jobbing  merchant  of  these  Cities  comes  to 
New  York  and  buysat  firsthands  of  precisely  the  same-persons 


and  at  precisely  the  same  prices  as  the  New  York  jobber. 
Then  he  goes  to  a  railway  company,  and  he  says  to  it :  "I  will 
give  one  or  ten  car  loads  a  day  every  day  in  the  year,  and 
you  can  rely  upon  it,"  while  the  .New  York  jobber  goes  to  the 
railway  company  and  says :  "  I  can  only  give  you  the  barrel 
of  flour,  or  the  single  package  my  customer  may  want."  Then, 
when  the  jobber  gets  his  produce  at  his  plaee,  at  Albany, 
Troy,  Utica,  Syracuse,  Buffalo,  or  Rochester,  he  has  cheaper 
rent,  he  has  lower  wages,  and  he  has  less  taxes.  Now,  in 
olden  times  the  cross-road  merchant  and  the  village  merchant 
came  to  the  City  of  New  York  three  or  four  times  a  year  and 
made  his  purchases  for  the  three  months,  and  went  home.  We 
got  out  of  it  the  local  haul  and  the  fare  of  the  merchant.  So 
that  it  was  to  our  benefit  to  have  that  condition  of  affairs  con- 
tinue. But  when  this  immense  volume  of  business  came  from 
the  local  jobber  in  the  City  of  Syracuse,  or  Rochester,  Utica, 
or  Buffalo,  Albany,  or  Troy,  we  were  compelled  to  recognise 
the  transportation  facts  which  he  put  in  our  faces,  of  volume, 
certainty,  and  amount.  This  Syracuse  jobber  goes  to  the 
cross-road  merchant,  and  says  :  "  I  buy  my  goods  at  the  same 
place  as  the  New  York  jobber,  and,  therefore,  I  can  sell  to 
you  as  cheap  as  he  can  on  that  element.  I  get  my  trans- 
portation at  the  wholesale  rate,  while  your  retail^  rate 
is  twice  as  much.  I  will  give  you  the  whole  of  that — I  do  not 
want  any  of  it.  I  have  fewer  taxes.  I  have  less  rent.  I  have 
lower  wages.  I  will  sell  to  you  every  Saturday  night  and  de- 
liver to  you  on  Monday  morning,  or  you  can  telegraph  me  one 
day  that  you  want  a  barrel  of  flour  or  a  barrel  of  molasses  or 
a  barrel  of  nugar,  and  I  will  have  it  in  your  store  the  next  day. 
In  doing  your  business  with  New  York,  you  are  having  ten 
thousand  dollars  of  capital  all  employed  on  account  of  your 
extended  credit.  You  can  put  eight  thousand  of  it  into  your 
farm  near  the  village,  and  with  two  thousand  jou  can  run 
your  business  and  do  just  as  large  a  one  because  of  my  fre- 
quent and  speedy  supply  of  your  necessities." 

Under  those  circumstances,  the  crossroad  merchant  and  the 
village  merchant  buy  of  the  jobber  whose  distributing  facilities 
are  cheaper,  quicker  and  better  within  twenty-five  or  tbirty 
miles  than  the  distiibutive  facilities  of  the  New  York  merchant 
one  hundred  and  fifty  or  two  hundred  miles  off.  All  the  laws 
under  Heaven — all  the  railway  rates  under  Heaven— all  the 


violations  of  the  laws  of  trade  and  of  transportation — cannot 
equalize  these  results,  in  my  judgment. 

In  spite  of  frantic  appeals  to  retailers  and  consumers  in  the 
interior  of  the  State  to  appear  before  this  Committee  and  tes- 
iify  as  to  their  wrongs  under  this  condition  of  affairs,  none 
have  come.  They  are  satisfied,  and  not  even  the  ingenious 
gentlemen  who  inspire  this  attack  can  mislead  them.  The 
interior  jobbers'  wholesale  low  freight  rate  is  all  given  in  lower 
prices  to  the  retail  merchant,  and  he  in  turn  renders  it  in 
cheaper  cost  to  the  consumer.  All  understand  that  if  the  local 
jobber  was  wiped  out,  and  business,  as  formerly,  done  entirely 
with  New  York  City,  that  local  rates  to  small  shippers,  made 
and  maintained  by  a  necessary  law  of  transportation,  would 
add  largely  to  the  cost  of  e\ery  necessity  and  the  cost  of  living 
in  and  around  Albany  and  Troy,  Utica  and  Syracuse,  Roches- 
ter and  Buffalo. 

The  Chairman — I  understand  you,  in  the  illustration  which 
you  gave,  to  insist  that  it  is  good  railway  management  to  make 
a  rate  to  a  manufacturer  of  this  State,  located,  for  instance, 
at  Rochester,  which  will  enable  him  to  compete  with  a  manu- 
facturer located  at  Chicago,  in  placing  his  goods  upon  a  Wis- 
consin or  Minnesota  market.  Why,  in  the  application  of 
precisely  the  same  principle,  are  you  not  impelled  to  give  to 
a  miller  at  Rochester  a  corresponding  rate  on  a  product  from 
the  west,  or,  would  not  the  same  principle  extended  induce 
you  to  do  that? 

Mr.  Depew — We  can  make  the  rate  from  our  own  State; 
but  the  rate  from  the  west  to  us  is  made  for  us,  and  we  cannot 
help  ourselves.  In  making  the  rate  here  we  have  the  power, 
but  if  the  rate  at  the  west  is  made  by  the  connecting  road,  we 
cannot  help  it.  Our  "  haul"  is  only  fifty-five  miles.  The  rates 
at  the  west  are  made  in  the  west,  and  we  can  control  only 
our  own  rate.  If  you  had  a  national  law  you  could  control  it, 
but  not  otherwise. 

Mr.  Baker — Do  not  your  agents  in  the  west  make  the  rate  ? 

Mr.  Depew — No.  It  is  made  by  the  roads  there.  It  is  mon- 
strous to  suppose  that  the  railways  of  this  State  want  to  see 
any  industry  of  this  State  die  out.  So  far  as  they  have  the 
power  to  do  it,  they  want  to  and  do  foster  and  encourage 
them.  If  there  were  100  mills  at  Rochester,  on  the  Genesee 
river,  it  would  add  to  the  business  of  the  New  York  Central, 
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and  they  would  be  benefited  by  it.  If  there  was  any  process 
which  this  Committee  could  suggest,  by  which  the  New  York 
Central  could  increase  the  mill  power  or  the  milling  privileges 
of  the  City  of  Rochester,  the  New  York  Central  Eailway  would 
adopt  it  at  once,  and  it  would  be  the  purest  selfishness  for  them 
to  do  it. 

Mr.  Baker — The  company  has  lately  accorded  to  Rochester 
millers  what  they  have  so  long  been  asking  for. 

Mr.  Depew — Yes,  and  the  question  is  whether  that  will  help 
them ;  one  of  these  witnesses  at  Rochester  testified  that  he  bought 
his  flour  at  Minneapolis,  instead  of  buying  it  at  Rochester — 
before  a  dollar  or  a  penny  of  freight  had  been  added  to  the 
flour.  I  disclaim  on  the  part  of  the  New  York  Central  and  its 
managers,  any  but  the  friendliest  feelings  and  deepest  interest 
for  every  species  of  business  in  the  City  of  New  York.  If 
there  is  any  process  by  which  any  business  in  this  City  can  be 
prospered,  fostered,  or  encouraged,  the  New  York  Central 
Railway  Company  stands  ready — and  they  have  as  intelligent 
an  eye  to  their  own  interest  as  any  outsider — to  foster  and  en- 
courage that  business.  But  you  cannot  prevent  changes  of 
the  centres  of  trade;  ,you  cannot  prevent  changes  in  the 
character  of  trade.  When  the  Erie  Canal  was  built  it  was 
fought  with  a  vigor  that  lasted  for  three  generations,  by  the 
people  of  your  County,  Mr.  Chairman.  I  believe  that  the 
average  farmer  of  St.  Lawrence  to-day  hates  the  canal.  It  was 
fought  by  the  people  of  the  southern  tier.  It  was  fought  by 
the  people  of  the  Hudson  river,  because  it  was  going  to  bring 
.  the  cheap  lands  and  the  cheap  products  of  the  west  into  com- 
petition with  St.  Lawrence  and  with  the  Counties  of  the  southern 
tier,  as  well  as  with  Westchester.  But,  notwithstanding  that, 
the  canal  was  built  and  those  localities,  instead  of  being  ruined, 
found  themselves  enormously  enriched.  The  City  of  New 
York,  the  Chamber  of  Commerce  and  the  merchants  of  New 
York  have  ability  and  talents  sufficient  to  meet,  under  all  circum- 
stances, as  I  believe,  the  ever  varying  changes  of  a  great 
country  like  this,  with  its  new  settlements  and  new  centres, 
and  to  retain  the  preponderance,  if  they  will  give  as  much 
attention  to[_  their  own  business  as  to  speculation  about  that  of 
other  people,  which   they  do  not  understand. 

It  has  been  charged  that  rates  have  been  kept  up  by  the 
New  York  Central  and  other  railways  for  the  purpose  of  paying 
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dividends  on  "watered  stock."  On  that  question  we  have  the 
testimony  of  Mr.  Fink,  of  Mr.  Vanderbilt,  of  Mr.  Jewett,  of 
Mr.  Rutter,  and  of  Mr.  Blanchard,  that  rates  are  made  without 
any  regard  to  stocks  or  bonds,  and  without  the  slightest  idea 
as  to  whether  they  will  pay  any  return  on  either.  The  testi- 
mony is  uniform,  anomalous  as  it  may  appear,  it  establishes 
the  fact  that  the  ordinary  agent  who  makes  a  rate,  could  not, 
if  put  upon  the  stand,  tell  what  was  the  capitalization  and 
bonded  debt  of  his  road.  Nor  could  he  tell,  to  save  his  soul, 
how  far  the  rate,  which  he  made  was  an  element  in  the  general 
aggregate  that  met  the  interest  on  the  bonds  or  paid  the  dividends 
on  the  stock.  As  already  shown,  the  through  rate  is  fixed  by 
elements  entirely  beyond  our  control,  by  competition  of  lakes 
and  of  rivers,  and  of  outside  railroads  and  rival  cities,  so  that 
those  rates  cannot  be  mad  6  for  the  purpose  of  paying  divi- 
dends upon  "  watered,"  or  upon  any  other  stock.  The  testi- 
mony is  uniform,  that  the  rate  is  made  at  a  figure  which  will 
carry  the  product  and  stimulate  it.  That  may  net  a  loss,  or 
may  net  a  profit ;  the  railroad  man  does  not  know  whether  it 
will  or  not,  All  that  he  knows  is  that  when  the  year  is  ended 
and  he  counts  up  what  he  has  left,  if  he  has  anything  left,  he 
can  then  tell  whether  there  is  anything  to  pay  the  interest  on 
the  bonds.  If  there  is  anything  left  over,  he  divides  it  among 
the  stockholders,  so  that  the  volume  of  stock  has  nothing  what- 
ever to  do  with  the  rate,  except  that  if  the  stock  is  very  large, 
the  amount  to  divide  makes  so  much  dividend  less.  If  the 
stock  is  very  small,  the  amount  to  divide  makes  so  much  divi- 
dend more. 

By  the  law  of  1850— the  Free  Eailway  Law  of  the  State  of 
New  York — the  State  was  thrown  open  to  any  twenty-five  men 
who  would  build  a  railway,  anywhere,  to  compete  with  any 
other  railway  already  built,  and  to  impair  its  investment.  And 
under  that  law  the  New  York  Central  Railroad  has  been  par- 
alleled and  crossed  in  every  direction,  and  its  rates  are  made 
for  business  and  not  for  dividends.  Its  history  shows  how  its 
dividends  are  secured.  They  are  secured  by  management  in 
which  ability,  supplemented  by  integrity,  runs  the  property 
the  managers  have  a  controlling  interest  in.  It  is  the  savings 
that  make  the  dividends.  The  present  management  of  the 
New  York  Central  Railway  has  had  to  pay  no  money  for  prox- 
ies.   It  has  to  give  no  contracts  to  secure  influence.    It  has 
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gone  into  the  open  market  and  purchased  its  supplies  where 
they  could  be  bought  cheapest,  without  favoritism.  It  has  cut 
off  the  useless  officer  and  cut  down  the  useless  expense  until 
it  is  run  upon  au  economy  which  is  minimum,  while  keeping 
up  the  efficiency  of  the  organization  of  the  road.  And  when 
the  general  result  has  shown  that  a  dividend  might  not  be 
earned,  the  rate  has  not  been  raised.  The  local  shipper  has 
not  had  his  rate  put  up,  but  the  economies  have  been  more 
rigidly  practiced.  The  supplies  have  been  cut  down ;  the 
force  has  been  reduced.  And  the  officers  have  met  it  by  re- 
duction of  their  compensation  and  remuneration.  I  have  con- 
tributed myself,  as  has  every  other  officer,  more  in  that  regard 
than  all  the  money  that  has  been  taken  by  rates  out  of  the 
people  of  the  State  of  New  York  put  together ;  for  the  simple 
reason  that  we  absolutely  contributed  by  reduction  of  our  sal- 
aries, while  no  shipper  in  the  State  of  New  York  ever  had  his 
rate  reduced  to  make  a  dividend. 

Why,  just  see  how  the  rates  on  the  New  York  Central  Rail- 
way have  steadily  run  down  since  the  stock  was  increased  ; 
the  average  rate  per  ton  per  mile  in  1869  was  l.-rVir  °f  a  cent 
per  ton  per  mile,  while  it  had  been  reduced  in  1879  to  .T9¥3U  of 
a  cent,  a  reduction  of  one-half.  In  1872-3  we  moved  4,400,- 
000  tons  of  freight,  and  in  1877-8  we  moved  7,400,000  tons  of 
freight;  our  earnings  in  1872-3  were  $16,200,000;  in  1877-8 
they  were  $18,200,000  (I  state  round  numbers) ;  so  that,  since 
the  increase  of  stock  the  tonnage  of  the  road  has  increased 
69  per  cent.,  and  the  earnings  have  only  increased  II.-tVtt ; 
the  tonnage  has  increased  six  times  as  much  as  the  earnings 
have  increased,  and  if  we  had  kept  up  the  rates  to  the  ton- 
nage the  profits  of  the  New  York  Central  Eailroad  would  have 
been  simply  enormous ;  but  instead  of  all  this,  while  the  ton- 
nage has  increased  69  per  cent,  the  earnings  have  increased 
only  ll.-^V  per  cent.,  and,  as  I  stated  before,  the  local  busi- 
ness has  increased  35  per  cent. 

I  now  approach,  with  great  diffidence,  another  of  the 
hobbies  of  my  friend,  the  learned  Counsel  for  the  Cham- 
ber of  Commerce,  and  that  is  the  subject  of  the  cost 
of  transportation  ;  he  thinks  that  cost  can  be  absolutely 
ascertained,  and  that  upon  the  cost  the  Legislature  can 
act ;  the  testimony  is  uniform  that  it  can  not  be  ascer- 
tained; the  passenger  business  cannot  be  accurately  separ- 


ated-  from  freight  on  a  road  which  is  both  a  passenger  and  a 
freight  road  ;  the  hard  winter  and  the  mild  winter — the  break- 
age by  excessive  frost — the  snow-bound,  like  that  of  last  win- 
ter, which  kept  the  railways  of  the  State  suspended  for  nearly 
a  month— the  fire  which  destroys  the  bridge  or  the  station 
house — the  through  train  at  a  minimum  expense — the  local  train 
with  the  maximum  expense — the  switchman,  the  flagman,  the 
roadman,  how  are  those  expenses  to  be  adjusted  to  the  pos- 
sible cost  of  moving  a  ton  of  freight  a  mile,  varying  as  each 
transaction  does  under  the  ever  changing  circumstances,  and 
applying  as  these  elements  do,  differently  to  every  shipment, 
to  every  locality  and  to  every  train  ? 

The  Massachusetts  Commissioners  in  their  third  annual 
report  say: 

"  The  cost  of  moving  freight  varies  under  given  circum- 
stannces,  as  the  cost  of  raising  crops." 

And  a  Committe,  of  the  New  England  Railway  Superintend- 
ents report  to  the  Massachusetts  Commissioners  that  "  no 
data  as  yet  exist  to  ascertain  the  cost  of  transportation  of  a 
ton  of  freight  one  mile."  That  coal,  gradient,  station  expenses, 
haul,  fall  and  large  and  small  loads,  taxes,  switches,  interest, 
broken  bridges,  expenses  of  the  passenger  business, — all  those 
things  were  elements  which  could  not  be  ascertained.  On 
some  roads  the  cost  might  be  one  cent  per  ton  per  mile  on  the 
whole  aggregate  of  their  business.  On  others  it  might  be  six 
cents  per  ton.  per  mile  on  the  aggregate  of  their  business.  The 
New  York  Central  Railroad  and  the  New  York  &  Harlem  Raih 
road  run,  on  an  average,  for  about  128  miles,  within  fourteen 
miles  of  each  other.  One  is  a  through  road  with  an  immense 
volume  of  business  rolling  over  it  constantly,  and  with  an 
-almost  perfect  grade.  The  other  is  a  local  road  running 
through  a  purely  agricultural  country  with  no  city  on  its  line  ; 
the  major  part  of  its  way  sparsely  populated,  and  while  the 
cost  on  the  Hudson  River  road  is  -j^  of  a  cent  per  ton  per 
mile  on  the  whole  aggregate  of  its  business,  it  is  between  5  and 
6  cents  per  ton  per  mile  for  the  New  York  &  Harlem  road,  on 
the  whole  aggregate  of  its  business. 

As  the  testimony  stands   before  you,  Mr.   Vanderbilt  says, 

that  the  cost  cannot  be  ascertained ;  Mr.  Jewett  says,  that 

the   cost  cannot  be   ascertained ;  Mr.  Rutter  says,  the   cost 

-cannot  be  ascertained ;  Mr.  Blanchard  says  that  the  cost  can- 
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not  be  ascertained.  The  reports  of  these  variousCommissioners 
say  that  the  cost  cannot  be  ascertained — but  Brother  Sterne 
says  that  the  cost  can  be  ascertained.  It  is  for  the  Committee 
to  adjust  this  conflict  of  testimony  in  the  interest  of  justice, 
the  public  and  the  roads. 

Now,  Mr.  Chairman,  we  come  to  pools,  which  the  Chamber 
of  Commerce  says  are  created  for  the  purpose  of  making  rail- 
way monopolies,  and  of  destroying  the  commerce  of  the  City 
of  New  York.  The  testimony,  I  think,  before  this  Committee 
is  uniform,  that  the  pool,  from  a  railway  standpoint,  is  the 
best  invention  of  recent  years ;  from  a  commercial  standpoint 
we  have  no  testimony  that  it  is  not. 

Mr.  Shipman — All  the  Buffalo  men,  except  the  millers,  testi- 
fied that  the  operations  of  the  pool  had  been  so  satisfactory 
that  they  had  no  complaint  to  make  now — especially  so  the 
pork  packers. 

Mr.  Depew — Pools  are  ariived  at,  as  the  testimony  shows, 
for  the  purpose  of  preventing  the  ruinous  wars  of  railways, 
which  bankrupt  the  roads  and  disturb  the  relations  of  every 
business.  The  railway  war  from  1875  to  1877,  so  continuous 
in  its  existence  and  so  disastrous  in  its  results,  brought  the 
"  railway  magnates,"  as  they  are  called,  together.  In  other 
words,  it  brought  together  the  railway  managers,  to  see  if 
some  method  could  not  be  devised  to  remedy  their  difficulties. 
Pools  had  been  made  by  contracts  between  the  different  roads; 
but  with  a  thousand  agents  scattered  all  over  a  vast  extent  of 
country,  each  one  permitted  to  make  a  rate  that  cut  at  one 
place,  the  cut  soon  became  general.  If  the  compact  was  in 
that  way  violated,  the  contract  proved  good  for  nothing. 
Money  pools  were  established,  and  outside  of  them  the  road 
worked  to  secure  the  volume  of  business  over  it's  line  continu- 
ously, so  that  when  the  money  pool  was  broken  it  could  show 
a  larger  percentage  for  a  new  arrangement,  and  have  secured 
in  the  meantime  the  customers  of  its  rivals.  Then  the  tonnage 
pool  was  invented,  and  it  has  been  working  for  the  past  two 
years.  According  to  testimony  of  Mr.  Fink,  examined 
here  as  an  expert  for  both  sides,  and  of  all  the  railway  wit- 
nesses, it  has  proved  as  near  as  a  human  invention  can,  an 
absolute  success.  The  railways  came  together  harmoniously. 
They  said,  "  For  a  certain  number  of  years  how  much  of  this 
business  has  been  done  over  each  of  our  lines  ?  "  and  the  per- 


centage  of  the  whole  business  which  had  been  done  over  each 
line,  it  was  agreed,  should  be  assigned  to  that  line  in  the  dis- 
tribution of  the  future.  Then  a  rate  could  be  fixed  and  main- 
tained, because  the  pool  provided  that  if  one  railway  received 
more  than  its  percentage  of  the  tonnage,  it  should  hand  it  over 
to  the  railway  which  received  less  ihan  its  percentage.  So 
that  there  was  no  inducement  whatever  to  cheat,  and  the  pool 
was  established  and  maintained.  Now,  the  establishment  of 
the  pool  accomplished  this.  It  prevented  that  war  of  roads 
going  on  all  over  the  United  States,  which  had  demoralized 
the  railway  system  of  the  country,  which  had  de- 
stroyed all  confidence  in  railway  investments,  and 
which  was  tending  to  universel  bankruptcy  iu  all 
railway  corporations.  It  established  uniformity  and  per- 
mancy  in  rates.  The  best  thing  for  the  shipper  so  long  as 
they  are  reasonable  and  just.  Every  time  the  New  York  mer- 
chants have  appeared  at  the  Grand  Central  Depot  (and  they 
have  been  there  once  or  twice),  for  the  purpose  of  consulting 
with  us  in  reference  to  these  rates  and  pools,  they  have  said,  "  It 
is  our  unanimous  opinion  that  it  is  our  benefit,  in  the  first  place, 
to  have  the  railway  get  a  remunerative  rate,  and  in  the  next 
place,  to  have  the  rate  sure  and  permanent ;  because,  when  the, 
rate  is  cut  here  and  cut  there,  one-man  to-day  can  get  a  rate 
so  entirely  disproportionate  to  the  rate  another  man  gets  at 
another  place,  (but  competing  in  the  same  market),  that  all  uni- 
formity is  destroyed :  the  honest  merchant  is  elinimated  and 
the  speculator  takes  his  place. 

All  business  judgment,  all  business  talent,  ceases  to  be  of 
any  avail  in  the  transaction  of  the  business  of  the  country,  and 
it  is  reduced  to  wild  speculation,  where  ignorance  and  accident 
are  as  likely  to  succeed  as  ability,  integrity,  and  capital.  But 
with  uniformity  and  permanence  in  rates,  the  shipper  can  con- 
tract, knowing  what  the  charge  of  transportation  is  to  be,  and 
his  business  judgment,  capital,  and  skill,  govern  all  the  rest. 

That  the  pool  fixes  rates  which  are  injurious  to  commerce, 
the  testimony  totally  disproves  ;  that  the  pool  fixes  rates  that 
retard  production  or  business,  the  testimony  conclusively  dis- 
proves. Since  the  pool,  there  has  been  no  shipment  from 
abroad  to  the  West  which  has  not  been  based  upon  the  local 
rate  to  the  local  shipper  at  the  City. of  New  York,  and  since 
the  pool  the  business  of  the  City  of  New  York  has  aggregated 
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69  per  cent,  of  the  importations  of  the  .country,  and  more  of 
the  east-bound  traffic  than  all  the  other  cities  put  together. 

Why  does  Mr.  Sterne  fight  the  pool  ?  Because  he  seems  to 
have  stored  somewhere  in  his  vast  reservoir  of  information  and 
of  speculation  based  upon  that  information  the  idea  that  a  bank- 
rupt road  is  a  public  blessing— that  when  you  have  eliminated 
the  owner  from  the  road,  and  it  runs  only  for  operating  expenses ; 
that  the  public  have  secured  a  free  highway  which  will  enure 
to  their  lasting  benefit.  The  teachings  of  all  political  economy, 
the  teachings  of  all  railroad  experts  and  managers,  the  teachings 
of  all  business  men,  are  that  a  bankrupt  road  is  a  public  curse. 
A  road  needs  to  develop  the  country  through  which  its  runs, 
and  to  serve  its  patrons  it  must  have  efficiency  in  its  manage- 
ment, certainty  in  the  time  of  its  receipts  and  deliveries,  and  fa- 
cilities for  its  terminal  necessities.  It  needs  equipment ;  it  needs 
thoroughness,  completeness,  and  despatch.  These  things  are 
absolutely  secured  in  a  solvent  corporation ;  they  are  entirely  ig- 
nored in  a  bankrupt  company.  There  was  a  time  when  the  Har- 
lem Railway  Company  was  one  of  those  beautiful  institutions. 

It  paid  no  dividends ;  it  borrowed  money  to  meet  interest 
upon  its  bonds  ;  it  gave  notes  for  its  coal  and  its  oil ;  its  road- 
bed ran  down ;  its  track  deteriorated  so  that  it  was  unsafe  to 
ride  upon  ;  its  trains  might  get  in  in  a  day  or  a  week  ;  its  cars 
became  old,  dirty  and  rotten ;  its  locomotives  wheezy  and  un- 
safe. Commodore  Vanderbilt  stepped  into  the  road ;  put  into 
it  three  millions  of  dollars  ;  rebuilt  its  roadway  and  re-equip- 
ped it ;  placed  it  upon  a  thorough  basis,  and  in  a  solvent  posi- 
tion, and  it  became  accurate  in  its  time,  safe  in  its  carriage, 
and  full  in  its  equipment,  serving  the  public  which  it  was  built 
for,  increasing  their  prosperity  while  it  maintained  its  own. 
The  New  York  Central  Railway,  acknowledged  to-day  to  be 
the  best  railroad  in  the  world,  is  the  richest  railroad  in  the 
world,  and  it  benefits  the  community  which  it  serves,  while  the 
bankrupt  New  York  and  Oswego  Midland  furnishes  the  finest 
illustration  in  the  State  of  a  bankrupt  road — bankrupt  itself, 
and  bankrupting  the  community  which  it  tries  to  serve. 

There  is  another  question,  Mr.  Chairman,  which  I  approach 
with  some  difficulty,  because,  being  a  conservative  man,  I 
dislike  to  prick  the  bubbles  which  have  been  blown  up  for 
the  amusement,  satisfaction  or  gratification  of  gentlemen  who 
think  them  solid  globes  when  the   their  contents   are  gas. 
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One  of  the  indictment3  contained  in  the  charges  of  these 
commercial  bodies,  written  by  the  same  prolific  hand  and  fer- 
tile mind— one  of  the  charges  fulminated  in  the  tracts  circu- 
lated by  these  commercial  bodies,  written  from  that  stand- 
point where  indignation  could  hardly  put  a  check  upon  expres- 
sion, and  where  the  magnitude  of  the  outrage  was  so  great 
that  it  was  impossible  to  be  temperate  in  the  description  of  it, 
was  that  of  the  "  inside  companies,"  by  which  the  corrupt  offi- 
cer was  lining  his  pocket,  robbing  the  stockholders,  and  impos- 
ing untold  burdens  upon  the  people  of  the  State.  We  have 
marched  up  to  these  "  inside  compauies,"  one  after  another, 
with  a  particularity  of  detail  before  we  reached  it — with  a 
preparation  of  lines  and  of  moats  and  of  ditches,  with  a  con- 
struction of  forts  and  of  bastions,  with  a  throwing  out  of  skir- 
mishers, and  an  arrangement  of  siege  guns,  so  that  the  citadel, 
within  which  the  corrupt  scoundrels  had  ensconced  them- 
selves, might  be  surely  captured,  and  they  should  not  be  per- 
mitted to  escape.  And  when  the  preparations  were  all  made, 
and  the  commander-in-chief  surrounded  by  his  brilliant  staff 
from  the  Chamber  of  Commerce,  mounted  the  parapet  to  view 
the  enemy,  behold  it  was  a  mirage  of  the  desert,  and  nothing 
but  the  sand  was  there  ! 

The  first  of  these  "  inside  companies  "  were  the  express  com- 
panies. Upon  that  question  the  testimony  of  Mr.  Worcester, 
of  Mr.  Blanchard,  of  Mr.  Butter,  is  uniform  that  the  express 
is  a  business  separate  and  distinct  from  the  railway ;  that  it 
differs  from  the  ordinary  railway  carrier's  occupation,  and  can 
only  be  done  by  separate  organizations.  It  shows  that  the 
railway  companies  and  railway  managers  have  no  interest  in 
the  express  companies,  but  that  they  are  owned  outside.  They 
are  a  benefit  to  the  public  and  a  benefit  to  the  railway.  It 
is  impossible  for  the  railway  company,  organized  as  it  is  for 
transportation  by  rail,  to  look  after  the  delivery  of  a  silk  dress 
or  a  match  box  at  a  v'llage  station  ;  to  appoint  an  agent  who 
shall  go  about  in  the  City  to  fulfil  an  order  from  the  country  in 
the  purchase  of  material  to  ma*ch  a  ribbon  or  select  a  feather 
for  a  rural  beauty.  It  is  impossible  for  them  to  provide  the 
horses  and  wigons  that  shall  deliver  at  every  house,  and  take 
charge  of  all  this  vast  infinitude  of  minutest  detail.  But  the 
express  company,  formed  for  that  purpose,  with  aggregated 
experience  of  thirty  years,  manages  to  transact  this  to  the 
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satisfaction  of  every  City,  village  and  locality,  and  the  railway 
gets  out  of  it  double  first-class  rates.  So  that  the  express 
company  stands  here  in  the  testimony  as  a  public  convenience 
which  could  not  be  dispensed  with,  and  the  best  source  of 
revenue  the  railway  has. 

Next,  the  fast  freight  line  was  the  place  where  the  rail- 
way manager  received  his  percentage  and  illegitimate  profits. 
But  when  the  light  of  day  is  let  in  upon  the  question,  and  the 
broad  and  enlightened  opinions  of  men  who  understood  the 
railway  business  are  compacted  into  testimony,  we  find  that> 
without  the  fast  freight  lines,  the  commerce  of  the  continent 
could  not  be  transacted ;  that  the  railway  of  the  State  by  the 
fast  freight  line  becomes  the  railway  of  the  continent.  If  New 
York  wants  a  line  to  C  hicago,  to  St.  Louis,  to  Omaha,  to  San 
Francisco,  that  line  is  secured  tn  her  by  each  company  on  the 
route  from  NewYork  to  each  of  these  cities,  putting  a  quota  of 
cars  into  a  line  according  to  the  mileage  of  its  road.  The  rail- 
ways themselves,  in  proportion  to  their  interest  in  the  traffic, 
have  themselves  put  in  the  cars  ;  a  manager,  and  a  few  clerks 
control  it  and  without  reshipment  or  transshipment ;  without 
changes  at  terminals  and  without  the  illimitable  expense  of 
the  old  system,  the  commerce  of  the  continent  is  connected  by 
these  fast  freight  lines  from  the  sources — the  reservoirs — of 
production  to  the  port  of  New  York,  and  nobody  is  benefited 
but  the  people,  the  shippers  and  the  country.  The  railways 
get  out  of  it  simply  the  same  proportion  of  earnings  as  if  they 
did  the  business  in  their  own  cars,  while  no  railroad  officer, 
director  or  manager  has  a  dollar's  interest  in  the  line  in  any 
manner  or  form. 

But  there  was  one  mine  of  corruption  after  these  others  had 
been  exploded  which  our  friends  thought,  when  they  dropped 
their  shell  into  it,  would  so  effectually  blow  up  what  little 
there  was  left  of  integrity  or  business  reputation  or  private 
character  in  the  managers  of  the  New  York  Central  Road, 
that  their  mangled  fragments  could  not  be  gathered  by  the 
coalescing  effects  of  Gabriel's  trump — and  that  was  the  Mer- 
chants' Despatch  Company.  The  manner  in  which  Brother 
Sterne  played  with  that,  as  a  cat  plays  with  a  mouse — letting 
it  slip  a  little  away  from  him,  but  never  entirely  out  of  his 
hands — working  gradually  up  to  a  point  where  the  cap  was  to 
be  taken  off  and  the  jack-in-the-box  sprung  out — was  one  of 
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the  finest  exhibitions  of  the  magician's  art  I  ever  saw.  In  its 
effects  it  was  like  the  effort  of  the  parlor  magician  who  had 
seen  the  wonders  of  Hermann  in  the  lecture  room  and  tried 
to  reproduce  them,  in  a  social  gathering,  on  the  best  watch  in 
the  village,  and  the  result  was  his  removal,  the  next  morning, 
from  the  town. 

The  testimony  shows  that  the  Merchants'  Despatch,  for- 
merly an  express  company,  was  purchased  by  the  New  York 
Central  Railway  (or  a  controlling  interest  of  it)  because,  with 
the  usual  business  insight  for  business  purposes  of  the  man- 
agers of  that  road,  it  was  thought  best  to  have  a  line  whose 
agencies  all  over  the  United  States  and  Europe  could  be 
ut:lized  for  the  benefit  of  the  NeAv  York  Central  and  its  con- 
nections. While  the  Fast  Freight  Line  took  care  of  the  heavy 
fourth  class  traffic,  the  Merchants'  Despatch  sought  every 
class,  but  specially  first  and  second,  and  it  has  added  enor- 
mously to  the  traffic  of  the  New  York  Central  and  its  connec- 
tions between  the  seaboard  and  the  west.  According  to  the 
testimony  of  Mr.  Worcester,  the  stockholding  interest  of  the 
New  York  Central  Railroad  Company  in  the  Merchants'  Des- 
patch is  so  great  that  it  derives  from  the  earnings  of  the 
Despatch  Company  a  very  much  larger  revenue  than  if  the 
Merchants'  Despatch  was  a  co-operative  line  and  the  New 
York  Central  put  in  its  share  of  cars.  In  other  words,  the 
stockholding  interest  of  the  New  York  Central  is  such  that 
the  New  York  road  gets  more  than  its  share  of  earnings,  and 
the  roads  of  the  other  States  get  less  than  their  share  of  earn- 
ings. 

As  the  commuters  have  made  their  daily  trips  up  and  down 
the  Hudson  River  Road,  wheu  they  turned  the  point  at  Spuy- 
teu  Duyvil  where  Antony  Van  Corlear  swam  across,  despite 
the  mossbnnkers,  there  was  first  darkly  hinted,  and  then  in- 
dustiiously  spread  among  them,  a  slander  to  tip's  effect,  in 
reference  to  the  Spuyten  Duyvil  and  Port  Mortis  Railroad  : 

"  The  Vanderbilts  may  talk  about  their  honest  construction 
account  and  all  that  sort  of  thing,  but  here  is  ten  miles  of  the 
biggest  'steal'  in  this  conntry,  and  the  immediate  beneficiary 
was  the  Commodore,  and  the  resulting  beneficiaries  are  his 
heirs." 

Resolutions  had  been  suggested  to  the  Legislature  on  the 
question,  and  it  had  reached  the  proportions  of  a  liliputian 


scandal.  When  at  Saratoga  Mr.  Vanderbilt  was  placed  upon 
the  stand,  his  prestige  and  his  character  were  to  be  crushe 
out  by  this  anaconda  ten  miles  long.  It  was  discovered,  how- 
ever, that  the  road  had  been  built  absolutely  upon  hard  pan  ; 
that  the  contractor  bad  failed  in  its  construction,  because  of 
the  close  bargain  made^  with  him,  that  the  Commodore  had 
voluntarily,  out  of  bis  individual  pocket  to  reimburse  him  for 
his  loss,  and  that  the  stock  represented  only  the  money  act- 
ually put  into  the  concern.  And  the  scandal  mongers  said: 
"  What  is  the  use  of  an  Investigating  Committee  if  they  are 
going  on  this  kind  of  way  ?" 

Then  we  come  to  the  Albany  Bridge.  Now  the  average, 
granger  has  believed,  since  the  time  of  the  Albany  Bridge,  that 
he  paid  an  addition  before  for  himself,  and  that  his  product 
paid  an  enormous  revenue  to  that  bridge,  that  it  was  owned 
by  a  few  people,  and  they,  by  the  friendship  of  the  roads 
which  met  at  the  Bridge,  were  enabled  to  rob  both  the  roads 
and  him  on  account  of  their  stockholding  interest  in  the 
enterprise.  The  averagejobby  man  in  Albany,  looking  around 
for  a  bone  to  pick  when  times  were  hard  and  business  dull, 
sat  down  on  the  dock,  with  his  toes  over  the  string-piece,  and 
wondered  how  he  could  break  that  egg  of  the  Albany  Bridge, 
or  get  a  fee  for  not  touching  it. 

At  last  the  Investigating  Committee  took  hold  of  it,  and  here 
is  another  disappointment.  Life  will  soon  be  no  longer  worth 
living  in  this  State,  because,  if  you  take  away  the  things  that 
people  believe  they  can  growl  about,  and  pitch  into,  and  abuse 
other  people  for,  the  great  army  of  growlers  will  have  nothing 
upon  which  to  feed ;  their  vocation  will  be  gone,  and  the  popula- 
tion of  the  State,  and  possibly  its  industry,  may  be  seriously 
impaired.  It  turns  out  that  the  Albany  Bridge  was  con- 
structed on  hard  pan  by  the  railroads  themselves,  that  the 
New  York  Central  and  Hudson  River,  and  Boston  and  Albany 
Roads  own  it,  and  it  is  part  of  their  system  ;  that  nobody  de- 
rives any  benefit  from  it  except  the  railroads,  and  that  no 
charge  is  made  for  the  passage  over  it,  except  what  is  in- 
cluded in  the  ordinary  mileage  of  the  company.  And  so  that 
scandal  is  refu'eJ,  and  that  balloon  is  exploded. 

And  finally,  we  come  to  the  sleeping  car  and  the  drawing- 
room  car  "specifically  mentioned  in  the  indictment,"  and  in 
which  a  stockholding  interest  was  admitted  in  the  reply,  be- 
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cause  the  law  seems  to  contemplate  that  that  business  should 
not  be  done  by  the  railroads,  but  by  an  outside  company,  and 
because  the  transportation  fact  was  established  that  it  was 
better  it  should  be  done  by  an  outside  company  than  the  rail- 
way. The  railways  in  the  west,  which  have  undertaken  to  do 
the  sleeping  car  business  for  themselves,  have  abandoned  it  by 
going  into  the  Pullman  system,  because  they  find  it  cheaper, 
more  efficient  and  more  profitable.  And  when  this  sleeping 
car  and  drawing  room  monopoly  is  reduced  down  by  the  testi- 
mony to  actually  what  it  is,  what  does  it  amount  to  ?  Why, 
the  property  is  worth tlae  capital;  the  stockholding  interest  of 
the  managers  of  the  road  is  not  a  majority  of  the  stock  ;  the 
entire  gross  receipts  of  the  Wagner  drawing  room  and  sleep- 
ing car,  on  all  roads  in  the  State  of  New  York,  are  only  $269,- 
000,  and  the  Det  profits  only  $56,000. 

"  Parturlerunt  monte-i  et  nascilur  ridiculus  mus  !  " 

$8li,000  to  stir  the  Chamber  of  Commerce  with  its  fifteen 
hundred  members  to  its  remotest  limits,  and  call  it  together 
to  frame  a  memorial  to  the  Legislature  !  $8H,C00  to  bring  the 
Board  of  Trade  and  Transportation  together  and  have  it  issue 
100,000  pamphlets  ! 

Eighty-six  thousand  dollars  of  profit  to  move  the  machinery 
of  the  State  to  disclose  the  heinousness  of  the  transaction. 
Ninety  thousand  dollars  of  profit,  when  many  individual 
members  of  the  Chamber  of  Commerce  make  and  lose  it 
every  month  in  their  ordinary  transactions  ;  and  if  those  trans- 
actions are  dull,  they  manage  to  supplement  them  by  the  specu- 
lations of  the  street. 

One  of  the  most  affecting  pictures  in  all  history  is  Marius 
seated  amid  the  ruins  of  Carthage.  One  of  the  most  interest- 
ing pictures  and  picturesque  illustrations  in  all  fiction  is  Don 
Quixote  floored  by  a  windmill.  I  hardly  think  my  brother 
Sterne  and  the  Committee  of  the  Chamber  of  Commerce,  seated 
amid  the  ruins  of  these  fictions  created  against  the  managers 
of  the  railway  companies,  and  attached  heretofore  to  them,  to 
their  discredit — sitting  in  the  midst  of  the  ruins  of  the  ex- 
ploded slanders  in  regard  to  these  corrupt  profits  of  presidents, 
directors,  and  officers,  rise  to  the  dignity  of  the  old  Roman 
warrior  seated  amid  the  ruins  of  Carthage,  and  contemplating 
the  glory  that  was  gone.  But  I  do  think  that  in  the  broken 
lance,  the  battered  helmet,  the  shattered  armor,  the  sore  bones 


3766 

of  the  knight  of  La  Mnncha,  and  the  liniment  and  bandages  of 
his  squire,  Sancho  Panza,  we  have  the  Counsel  of  the  Chamber 
of  Commerce,  and  the  Committee  of  the  Chamber  of  Com- 
merce, who  have  attended  on  him  in  this  laborious  work. 

The   Committee  here  adjourned  untilNovember  29, 1879,  at 
10  o'clock  A.  M. 


New  York,  November  29,  1872. 

The  Committee  met  pursuant  to  adjournment. 

Present :  All  the  members  of  the  Committee,  except  Messrs. 
Wadswoeth,  Dugttid  and  G-kady. 

Mr.  Depew — Mr.  Chairman,  the  allowance  for  their  local 
business  of  three  cents  a  hundred  to  Baltimore,  and  two  cents 
a  hundred  to  Philadelphia,  have  been  severely  commented 
on,  both  by  counsel  and  in,  the  publications  of  these  commer- 
cial bodies,  as  an  unfair,  unjust  and  ruinous  discrimination 
against  the  City  and  Port  of  New  York.  It  has  been  stated 
that  it  was  an  evil  which  the  New  York  roads  could  easily 
correct,  and  which  it  was  their  duty  to  correct,  and  if  they  did 
not  do  so  the  Legislature  should  step  in  and  compel  them. 
From  a  railroad  stand  pointthese  charges  are  made  in  ignorance 
of  the  situation  and  of  the  history  of  the  controversy,  and  of  the 
results  which  have  been  accomplished  by  the  York  railroads,  for 
the  City  and  State,  at  enormous  cost  and  in  giga  itic  struggles. 
New  York  at  one  time  had  the  monopoly  of  the  whole  Western 
trade  ;  that  was  by  the  Erie  Canal ;  but  when  Philadelphia 
secured  an  outlet  over  the  Alleghanies  to  the  west,  when  Balti- 
more secured  her  system  through  to  the  west,  New  York  no 
longer  had  a  monopoly  of  the  only  line  which  reached  the  source' 
of  supply,  and  the  great  reservoirs  of  all  these  food  products, 
which  were  to  feed  this  continent  and  Europe,  and  these  other 
lines  stepped  into  the  same  places  and  competed  for  the  traffic? 
and  they  competed  for  it  under  circumstances  where 
they  had  a  shorter  haul,  less  mileage,  and  nearer 
approach  to  the  regions  of  production.  The  problem 
that   presented  itself    to    the    New    York    roads    was    how 
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they  could  keep  the  trade  of  the  continent  through  their  State, 
and  into  the  City  of  New  York  without  having  the  shorter 
distance  of  Philadelphia  and  Baltimore  take  it  away  from 
them.  For  a  number  of  years  the  Erie  Canal  and  the  New 
York  roads  went  on  under  that  impetus  of  custom  and  busi- 
ness, by  which  a  channel  of  commerce  once  having  secured  the 
carrying  trade,  continues  to  hold  it  from  the  force  of  habit  for 
some  time  after  greater  advantages  try  to  take  it  away.  The 
only  system  known  to  the  railroad  men  of  fifteen  or  ten  years 
ago,  of  adjusting  in  a  quarrel,  the  rates  which  should  be  allowed 
to  competing  lines  from  the  source  of  supply  to  the  source  of 
delivery,  was  an  equal  rate  per  ton  per  mile  allowed  to  each 
road,  but  the  natural  effect  of  that  was  that  the  longest  road 
charged  the  greatest  aggregate  price,  and  the  shortest  road  the 
smallest  for  the  carriage  of  the  product.  Baltimore  being  three 
hundred  miles  nearer  the  southwest  and  two  hundred  nearer 
the  west,  the  mileage  from  the  southwest  and  from  the  west 
to  Baltimore  gives  her  on  an  equal  charge  for  the  carriage  per 
ton  per  mile,  17  cents  a  hundred,  the  advantage  of  New  Yoik 
from  the  southwest,  and  13  cents  a  hundred,  the  advantage 
of  New  York  from  the  west.  The  New  York  roads  under  the  old 
system,  knowing  no  better  way  in  which  to  meet  the  question, 
agreed  upon  that  basis,  and  permitted  it  to  go  on  until  they" 
discovered  that  the  communications  between  Baltimore  aiid 
Philadelphia  and  the  west  had  become  so  perfect  and  com- 
plete that  the  Baltimore  and  Ohio  Railroad  Company  and 
the  Pennsylvania  Railroad  Company  could  carry  this  through 
product  as  cheaply  as  the  New  York  Central  or  Erie.  They 
found  that  though  these  roads  might  have  against  them  a 
gradient  which  was  harder,  though  they  might  have  against 
them  elements  which  prevented  their  hauling  as  large  a  num- 
ber of  cars  in  a  given  train,  yet  that  their  enormous  advan- 
tage in  a  price  of  coal  which  was  one-quarter  what  the  New 
York  road  had  to  pay,  overcame  all  other  considerations,  and 
made,  as  the  figures  which  have  been  presented  in  the  testimony 
here  of  Mr.  Blanchard  show,  the  average  cost  per  ton  per 
mile  to  the  Baltimore  and  Ohio  Railway  Company  cheaper 
than  to  any  other  railroad  company  in  the  United  States.  We 
called  these  roads  from  Philadelphia  and  Baltimore  together, 
and  said  to  them  :  "  This  rate  of  thirteen  cents  in  the  one  case, 
and  seventeen  in  the  other  to  Baltimore,  and  of  thirteen  cents 
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in  the  one  case  and  ten  in  the  other  to  Philadelphia,  is  divert- 
ing traffic  from  New  York,  for  New  York  and  New  York  roads 
are  one  to  the  New  York  railroad  mind ;  and  this  must  be  ad- 
justed upon  some  other  system  than  an  equal  rate  per  ton  per 
mile  to  each  of  these  competing  Ports."  But  the  Pennsylvania 
Road,  fighting  for  the  interests  of  Philadelphia,  and  with  a 
large  stockholding  interest  in  the  City  of  Philadelphia  itself  in 
the  liae,  and  the  Baltimore  and  Ohio  Railroad  fighting  for  the 
interests  of  Baltimore,  and  with  the  large  interests  in  the  City 
of  Baltimore  in  the  line. 

Mr.  Shipman — And  in  the  Sate. 

Mr.  Depew — In  the  State  of  Maryland — said,  "We  cannot  ad- 
mit or  surrender  to  you  theadvantages  of  our  geographical  po- 
sition. If  the  reservoir  from  ■which  our  common  wealth  is  derived 
is  close  by  our  doors,  and  far  from  yours,  there  is  no  reason  why 
we  should  yield  the  advantage  and  surrender  it  to  you."  It  was  a 
struggle  of  Titans.  It  was  a  struggle  -which  was  to  determine  tbe 
destiny  of  New  York,  and  the  destiny  of  Philadelpha  and  Balti- 
more. On  the  one  side  were  two  great  railroads,  backed  up,  and 
sustained,  and  supported  by  a  stockholding  power,  by  money 
contributions,  by  the  whole  political  iufluence  and  power  of 
the  State.  On  the  other  side  were  the  New  York  railroads, 
standing  alone,  without  State  influence  or  State  sympathy, 
without  City  influence  or  City  sympathy — with  no  stockholding 
interest  in  either  the  City  or  the  State — struggling  selfishly  for 
their  own  commerce,  but  in  (heir  selfishness  seeking  to  save 
the  commerce  of  the  State  and  the  inflnence  and  superiority  of 
the  City  as  the  metropolis  of  the  continent: 

The  result  of  that  conference  was  that  the  Baltimore  and 
Philadelphia  roads  declined  to  yield,  and  then  the  New  York 
roads  attempted  to  force  the  issue.  Kates  were  then  prevail- 
ing at  figures  which  now  seem,  in  the  light  of  the  past  two  or 
three  years,  enormous  and  out  of  all  proportion  to  justice. 
From  a  dollar  they  came  down,  in  the  war  which  we  inaugu- 
rated to  equalize  things,  to  seventy-five  cents.  The  Philadel- 
phia road  and  Baltimore  road,  as  we  came  down  to  them,  always 
dropped  just  their  mileage  percentage  under  us ;  and  the  rate 
went  down  to  seventy-five,  it  went  down  to  fifty,  it  went  down  to 
twenty-five,  it  went  down  to  thirteen,  it  went  down  to  ten,  and 
there  we  stopped  ;  and  where  they  went  nobody  knows.  All  we 
do  know  is,thattheBaltimore&Ohio  Railroad  Company,  which 
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had  been  payingjinifomrly  ten  per  cent.,  which  was  regarded  a 
security  as  good  as  a  government  bond — which  was  thought  to 
be  an  enterprise  in  which  the  widow  might  invest  her  funds,  in 
which  the  Trustee  might  safely  put  his  sacred  deposit — ceased 
to  earn  and  ceased  to  pay  its  dividends.  The  Pennsylvania 
Railroad  Company,  the  most  powerful  organization  in  the 
United  States,  with  its  great  ability  of  management,  and  its 
vast  ramifications  everywhere,  ceased  to  pay  its  dividends. 

These  New  York  roads  still  standing  up  and  still  fighting, 
the  Baltimore  &  Ohio  and  the  Pennsylvania  came  to  them  and 
said :  "  This  thing  has  goDe  far  enough.  Upon  what  basis 
can  it  be  settled  ?  "  And  then  a  careful  calculation  was  made 
as  to  what  arbitrary  rate  would  equalize  through  all  the  cities 
combined  with  the  ocean  rate,  the  carriage  of  the  product  of 
the  west  from  the  place  of  shipment  to  the  place  of  destina- 
tion abroad  ;  and  on  business  purely  local,  going  for  local  con- 
sumption to  Baltimore  and  to  Philadelphia,  a  rate  of  three 
cents  a  hundred  was  allowed  tdj  Baltimore,  and  of  two  cents  a 
hundred  was  allowed  to  Philadelphia,  because  it  was  ascer- 
tained that  with  such  a  rate  for  local  consumption  it  would 
grant  them  no  superiority  and  no  advantage  which  would  per- 
mit them  to  go  out  into  the  territory  fed  by  the  merchants  of 
the  City  of  New  York  and  compete  with  New  York's  mer- 
chants for  the  business.  The  result  of  that  controversy  was 
that  New  York  sustained  her  supremacy.  The  result  of  that 
controversy  was  that  the  one  hundred  miles  of  her  difference- 
to  the  west  and  the  three  hundred  miles  of  her  differences  to 
the  southwest  were  ignored  and  blotted  out.  The  result  of 
that  controversy  was  that  though  these  roads  to  Philadelphia 
and  to  Baltimore  were  entitled  to  17  cents  a  hundred,  and  to 
13  cents  a  hundred  less  than  the  roads  to  New  York,  by  their 
geographical  position  and  by  the  equality  of  the  conditions 
which  enabled  them  to  do  the  business  at  as  low  a  cost  as  our- 
selves, yet  we  brought  them  to  terms  which  secured  to  the 
City  of  New  York  an  equality  of  rates  for  all  exports  and 
imports,  find  only  a  concession  for  the  local  business  of  Phila- 
delphia and  the  local  business  of  the  City  of  Baltimore.  Why 
not,  says  Mr.  Sterne ;  why  not,  say  the  Committee  of  Com- 
merce, inaugurate  another  war  and  do  away  with  that  three 
cents  and  that  two  cents?  Simply  because  in  the  present 
condition  of  the  controversy  the  inauguration  of  the  war  will 


not  do  away  -with  the  business  ;  simply  because  the  Baltimore 
<fe  Ohio  Road  has  behind  it  the  State  of  Maryland  and  the 
City  of  Baltimore.  The  Pennsylvania  Road  has  behind  it  the 
Citv  of  Philadelphia  and  the  State  of  Pennsylvania;  and 
while  we  might  go  into  that  contest  and  carry  it  to  a  point 
where  we  could  meet  no  dividend  upon  our  stock,  where  we 
could  meet  no  interest  upon  our  bonds,  where  we  would  wipe 
out  the  whole  investment,  the  Pennsylvania  Railroad  would 
still  continue  to  run,  and  the  Baltimore  &  Ohio  would  still 
continue  to  run,  partly  owned,  and  if  necessary,  subsidized  by 
the  States  which  they  maintain.  And  would  New  York  assist 
us  in  such  a  struggle?  "What  is  the  story  of  the  fight  we 
made  ? 

It  cost  the  New  York  roads  four  or  five  million  dollars  to 
make  it.  Did  the  State  come  to  our  assistance  ?  Did  the 
City  come  to  our  assistance  ?  Did  the  merchants  of  the  City 
of  New  York,  either  in  their  corporate  capacity  or  individu- 
ally, come  to  our  assistance  ?  Oh,  no.  While  we  were  fight- 
ing for  the  supremacy  of  the  State  and  of  the  City,  the  Penn- 
sylvania Railroad  did  as  large  a  business  from  this  City,  con- 
tributed to  it  by  the  New  York  merchants,  as  it  ever  did  be- 
fore and  has  ever  done  since  . 

We  appealed  through  every  agency  we  knew  to  the  mer- 
chants of  the  City  of  New  York.  We  said:  "This  is  a  life 
and  death  struggle.  We  are  making  it  for  ourselves,  but  we 
are  making  it  equally  for  you.  If  we  succeed,  we  retain  the 
trade  here  ;  if  we  fail,  we  lose  it  and  you  lose  it.  Now  then, 
give  us  your  whole  business,  and  the  Baltimore  &  Ohio  and 
the  Pennsylvania  Roads  will  be  brought  to  the  book  at  once." 
Their  response  was  :  "  We  go  where  we  can  make  the  best 
terms.  If  we  can  send  our  businers  to  Jersey  City,  and  do  it 
over  the  Pennsylvania  Road,  at  any  advantage,  however  slight, 
we  don't  care  what  becomes  of  you,  nor  the  fight  in  which 
you  are  engaged." 

Mr.  Sterne — What  year  was  that  fight  ? 

Mr.  Depew— It  was  from  1875  to  1877. 

Mr.  Shipman — The  war  first  broke  out  when  Garrett  first 
got  through  to  Chicago.  He  issued  his  circular  west,  and  he 
opened  the  war,  and  it  continued  sometime ;  and  he  and  Colo- 
nel Scott  fixed  upon  another  arrangement,  and  it  was  unsatis- 
factory to  the  New  York  roads,  and  liable  to  divert  the  trade, 


not  only  from  the  roads,  but  from  the  City,  and  therefore  the 
Erie  aud  Central  in  lb75  re-opened  the  war,  and  fought  this 
fight  which  Mr.  Depew  is  describing,  and  it  terminated  in  the 
agreement  of  April  5th,  1877,  about  which  so  much  criticism 
has  been  made. 

Mr.  Depew — Now  if  we  should  make  this  struggle  again  for 
the  abolishment  of  this  percentage,  which  we  claim  and  which 
we  think  that  the  figures  show  does  not  militate  against  the 
City  of  New  York,  we  should  lose  the  support  of  the  western 
connections  upon  which  we  rely  for  wehtern  business.  The 
testimony  shows  that  the  rate  to  the  terminus  of  the  railway 
in  the  City  of  New  York  is  precisely  the  same  as  the  rate  to 
the  terminus  in  the  City  of  Baltimore,  or  in  the  City  of  Phila- 
delphia ;  only  Baltimore  and  Philadelphia  have  put  themselves 
out  and  with  great  liberality  have  given  their  railroads  facilities 
which  have  brought  the  steamer  and  the  road  together,  so 
that  the  terminus  of  the  railway  is  the  wharf  of  the  steamship ; 
while  here  the  Erie  Railway  centreing  at  Jersey  City,  Ijlie  New 
York  Central  Bailway  finding  the  only  place  where  it  could 
secure  lands  at  Sixty-fifth  street,  and  having  its  depots  estab- 
lished at  different  points  around  the  City,  on  account  of  the 
geographical  structure  of  New  York,  for  the  convenience  of 
ihe  merchants,  the  custom  of  the  port  of  New  York,  imposes 
a  lighterage  fee  of  three  cents  a  hundred ;  or  if  lighterage  is  not 
done,  then  a  cartage  tee,  which  amounts  to  the  same  thing.  To 
the  termini  of  the  railroads  the  rate  is  the  same  to  all  cities, 
but  this  lighterage  and  cartage  charge  makes  the  difference  in 
New  York.  Now,  by  the  allowance  to  us  of  three  cents  more 
a  hundred,  we  are  enabled  to  induce  our  western  connection 
to  come  to  New  York  upon  an  equality ;  but  if  we  surrendered, 
if  we  compelled  them  to  come  up,  what  then  would  be  the  re- 
sult ?  The  western  connection  would  be  compelled  to  pay  this 
lighterage  without  getting  it  back  again,  and  as  three  cents  a 
hundred,  or  a  pro  rata  of  it,  to  the  western  connection  is  an 
immense  item  upon  an  enormous  business,  all  the  western 
roads  which  now  feed  us  and  are  our  affiliated  lines  would 
work,  because  it  would  be  to  their  profit,  for  Baltimore  and 
Philadelphia  instead  of  for  the  City  of  New  York.  And  while 
New  York  City  is  one  hundred  miles  further  from  the  west,  and 
three  hundred  miles  further  from  the  southwest,  these  imposi- 
tions in  the  City  of  New  York,  of  lighterage  and  of  cartage, 


add  two  hundred  and  twenty-five  miles  more  to  the  cost;  so  that 
the  New  York  roads  are  actually  overcoming  five  hundred 
miles  in  making.  New  York  equal  in  all  respects  to  the  other 
cities.  The  magnificent  condition  of  her  harbor,  her  lines  of 
steamships  established,  the  return  cargoes  that  can  always  be 
secured  at  this  port,  the  financial  and  commercial  prestige 
which  comes  from  long  years  of  the  handling  of  produce,  and 
of  the  management  of  the  finances  of  the  continent,  give  h«- 
upon  equal  rates  and  upon  equal  terms  an  advantage  which 
cannot  be  shaken  and  cannot  be  disturbed. 

It  is  to  the  advantage  of  the  New  York  roads  to  enlarge  and 
increase  under  all  circumstances  the  business  of  this  port ; 
and  when  it  is  asserted  by  Mr.  Sterne  or  the  Chamber  of  Com- 
merce Committee  that  it  is  not  so,  they  are  ascribing  to  the 
New  York  management  a  policy  and  an  ignorance  which  have 
no  existence.  Why  should  we  not  bring  to  New  York  all  that 
we  can  ?  We  get  three  times  as  much  per  cent,  of  business  in 
the  pool  in  New  York  as  we  do  in  Philadelphia.  We  get  four 
times  as  much  per  cent,  in  the  pool  of  business  in  New  York 
as  we  do  in  Baltimore,  and  will  we  not  for  three  times  as  against 
the  City  of  Philadelphia,  and  four  times  as  against  the  City  of 
Baltimore,  bring  the  commerce  here?  We  get  when  the  trade 
is  diverted  from  the  New  York  Central  down  to  Philadelphia, 
only  the  haul  to  Canandaigua  less  than  one-fourth  of  our  line. 
When  it  is  diverted  from  the  Erie  down  to  Philadelphia  or 
BaltimoreatWaverly  orElmira,theyget  thehaul  over  only  one- 
third  of  their  line ;  while  on  every  pouud  that  comes  to  the  City 
of  New  York  each  of  these  trunk  lines  gets  the  haul  and  the  pay 
for  the  mileage  over  every  mile  of  its  line.  The  charge  that 
we  would  do  anything  knowingly  and  wilfully,  to  promote  the 
interests  of  other  cities  and  against  the  City  of  New  York,  when 
three  times  and  four  times  the  percentage  is  ours  on  the  New 
York  business,  and  when  the  haul  over  the  whole  line  against 
one-fourth  of  the  line  is  ours  on  the  New  York  business,  is  one 
of  those  preposterous  and  absurd  statements  that  are  only 
made  in  the  ignorance  of  loose  discussion  by  men  who  have 
aims  to  accomplish  which  are  selfish  or  malicious,  and  who  do 
not  know  and  do  not  want  to  know  the  facts. 

The  testimony  before  this  Committee  shows  that  the  imports 
to  the  City  of  New  York  are  on  the  increase  and  were  so  even 
during  the  panic,  and  that  the  panic  was  less  felt  in  the  City  of 


3773 

New  York  than  it  was  in  any  of  these  other  rival  cities.  They 
show  that  the  imports  to  the  City  of  New  York,  in  spite  of  all 
the  charges  of  these  merchants,  ignorant  of  the  condition  of  their 
metropolis,  are  79  per  cent,  of  the  whole  importsi  which  come 
grand  to  this  country,  leaving  but  21  per  cent,  to  be  divided 
among  the  seaboard  cities  scattered  along 3,000  miles  of  coast; 
and  when  the  mathematician  and  statistician  of  the  Produce 
Exchange  is  introduced  to  give  testimony  to  show  the  diversion 
of  trade  and  the  loss  of  business  and  the  blue  ruin  that  threat- 
ens the  future  of  our  City,  he  shows  but  one  article  that  has 
fallen  off,  and  that  is  the  article  of  maize.  So  far  as  I  can  as- 
certain, the  republic  does  not  depend  for  its  prosperity  upon 
maize.  So  far  as  I  can  learn,  the  diversion  of  that  single  arti- 
cle may  be  temporary,  owing  to  certain  conditions  not  con- 
trolled at  the  time  the  statistics  were  made  up ;  but  if  in  the 
general  aggregate  the  general  business  is  tending,  as  it  unques- 
tionably is,  more  strongly  and  in  constantly  increasing  volume 
to  New  York,  it  will  draw  maize  to  New  York. 

Mr.  Shipman — Will  you  allow  me  to  make  a  suggestion  ? 

Mr.  Depew—  Certainly. 

Mr.  Shipman — Maize  is  raised — the  bulk  of  it— in  the  south- 
ern part  of  what  may  be  called  the  northwest ;  and  it  lies 
nearer  Baltimore  and  Philadelphia,  especially  nearer  Baltimore 
than  the  bulk  of  the  maize  does  to  New  York  City  ;  whereas, 
the  wheat  spreads  more  to  the  north. 

Mr.  Depew — If  Mr.  Sterne  will  pardon  me,  I  will  close  that 
branch  of  the  testimony  by  remarking  that  if  the  Legislature  is 
moved  by  the  Board  of  Trade  and  Transportation  and  by  the 
Chamber  of  Commerce  to  legislate  because  of  this  fact  of  the 
temporary  diversion  of  maize  under  these  circumstances,  it 
will  be  a  most  amazing  result. 

Now,  Mr.  Chairman,  we  have  finally  reached  Mr.  Sterne's 
panacea  for  all  the  ills  that  railroad  flesh  is  heir  to,  and  that 
is  State  supervision  by  State  authorities  designated  specifi- 
cally for  that  purpose,  having  nothing  else  to  do,  to  whom  the 
railroads  shall  pay  large  salaries  for  interfering  with  their 
affairs  and  interrupting  their  business — a  State  Commission. 
Sis  years  ago  Mr.  Sterne  came  to  Albany  with  his  bill;  he  pre- 
sented it  in  an  address  which,  with  some  modifications,  it  has 
been  my  pleasure  to  listen  to  every  succeeding  year  since.  It 
is  an  admirable  address.  The  oftener  I  hear  it  the  more  I 
like  it ;  and  I  trust  that  in  the  ponderous  mass  of  documents 
31 
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lie  has  here  he  will  repeat  it  to  the  Committee.  Mr.  Sterne 
has  complained  that  I  do  not  give  him  credit  for  being  a  prac- 
tical railroad  man,  but  insist  upon  it  that  the  speculations  of 
his  philosophic  mind  lead  him  astray,  and  that  he  would  not  be 
likely  to  be  selected  by  the  combined  owners  of  the  railways 
of  the  country  as  a  railway  manager,  with  absolute  authority, 
of  any  one  of  the  trunk  lines.  I  am  changing  my  opinion  upon 
that  question.  I  am  rather  coming  to  the  belief  that  Mr. 
Sterne's  persistence  on  the  Commission  is,  that  he  feels  that 
having  talked  and  talked,  and  theorized  for  the  last  six  years 
on  all  transportation  problems — that  he  has  been  unable  to 
suggest  any  practical  solution  of  any  of  them,  that  he  feels  he 
is  like  a  man  inspired  by  a  purpose  which  will  permit  him 
never  to  rest  like  Miss  Kilmansegg  with  her  cork  leg, 
and  that  having  the  impetus  on  him,  he  must  go  on  talking, 
philosophizing  and  refining  without  being  able  to  solve  or  to 
answer,  and  he  wants  to  get  out  of  the  business,  and  un- 
load it  on  the  State  through  a  Eailroad  Commission,  one 
of  whose  leading  occupations  in  other  States  is  to  prepare 
an  annual  essay,  by  courtesy  styled  a  report.  Now,  I 
would  be  willing  to  help  Mr.  Sterne  in  this,  only  I 
do  not  see  why  the  railrroads  should  be  made  to  pay 
an  enormous  amount  of  money  to  get  Mr.  Sterne  off  a  track 
upon  which  there  is  no  switch.  Mr.  Sterne's  mind,  full  of  po- 
litical economy  and  of  the  broad  generalizations  of  John  Stuart 
Mill  and  other  publicists,  runs  to  bureauocracy  and  govern- 
mental supervision,  and  to  ideas  of  the  management  of  cor- 
porate and  of  private  property  which  may  do  in  a  monarchial 
government,  which  does  admirably  in  a  despotism,  but  which 
is  doubtful  in  a  republic.  The  difficulty  with  all  universality  of 
information  and  generalizing  upon  practical  questions  is  that  it 
contemplates  the  world  as  a  whole,  under  conditions  which  do 
not  take  into  consideration  the  ordinary  weaknesses  of  human 
nature,  the  conflicting  interests  of  States  and  nations,  the  sel- 
fishness of  communities  and  individuals  in  foreign  jurisdic- 
tions, and  facts  as  they  exist.  This  presentation  for  a  com- 
mission, made  year  after  year,  has  never  had  any  strength  in 
the  Legislature  for  the  simple  reason  that  the  legislative  mind 
had  no  faith  in  a  commission  whose  work  must  be  accepted  as 
the  action  of  the  State,  and  they  have  said :  "  This  matter 
appealing  directly  to  us  in  our  private  relations,  and  to  every 
one  of  our  constituents,  we  propose  to  keep  inour  own  hands." 
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Mr;  Sterne  has  had  his  bill  printed,  and  after  the  third  year  he 
had  a  room  full  of  them  struck  off,  and  they  are  distributed 
each  year,  so  we  know  precisely  what  is  wanted. 

We  had  a  commission  in  this  State  once.  It  lasted  a  year. 
I  do  not  think  anybody  regrets  its  death  or  anybody  wants  it 
revived.  A.  commission  affects  only  the  New  York  Central 
Road.  The  New  York  &  Erie  Railroad  runs  through  three 
States,  and  in  those  States  can  do  as  it  pleases,  and  its  ter- 
minus is  in  a  foreign  jurisdiction.  The  Delaware  &  Lacka- 
wanna Boad  runs  but  a  short  distance  in  this  State,  and  the 
rest  of  it  in  Pennsylvania  and  New  Jersey.  The  Pennsylvania 
Road  runs  up  to  Buffalo  by  a  direct  connection  and  by  a  nearer 
line  to  Philadelphia  than  the  line  by  the  New  York  Central  to 
New  York.  And  over  those  competitors  fighting  with  us,  the 
New  York  commission  could  have  no  control  and  have  no  ef- 
fect. It  could  reach  the  little  side  lines,  most  of  them  bank- 
rupt, who  would  be  delighted  with  any  interference  if  it  prom- 
ised also  a  subsidy  ;  but  the  only  thing  a  commission  could  do 
would  be  to  sit  down  in  the  offices  of  the  New  York  Central 
Railroad,  and  with  the  funds  in  its  treasury  experiment  upon  its 
line  for  tlieir  education.  The  history  of  all  commissions  is  that 
they  start  off  with  great  promises  and  professions  ;  that  is,  where 
they  are  honest ;  that  they  are  ignorant  of  the  railway  prob- 
lems, but  they  feel  like  all  new  beginners,  that  something  must 
be  done  and  so  they  set  out  to  do  it.  Now,  the  powers  which 
are  sought  to  be  granted  are  purely  recommendatory  ;  but  Mr. 
Chairman,  whatever  may  be  said  about  railroad  monopoly, 
whatever  may  be  said  about  the  grasping  power  of  the  railway 
manager,  there  is  one  thing  which  he  always  meets  in  ad- 
vance and  never  runs  counter  to  if  he  can  help  it,  and  that  is 
public  opinion  as  expressed  by  authority.  The  railroad  never 
resists  the  Legislature,  the  railroad  never  resists  the  Governor, 
and  the  Railroad  Commissioner  might  suggest  what  he  pleased, 
and  rather  than  incur  his  displeasure  and  the  report  which  he 
would  make  to  the  people  of  the  State  of  the  defiance  by  the 
corporation  of  the  sovereign  power  of  the  State  embodied  in 
him,  it  would  expend  millions  of  money  in  experiments  which 
it  knew  to  be  as  fruitless  and  as  useless  as  the  dreams  of  a 
lunatic.  When  a  Commissioner  at  the  expense  of  four  or  five 
millions  of  dollars  to  the  railway  company,  has  been  educated 
to  a  position  where  he  understands  his  duties,  where  he  sees 
how  little  can  be  done,  where  he  learns  that  all  his  experiments 
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have  been  tried  over  and  over  again  in  this  and  other  countries 
at  enormous  cost  and  all  failed,  then  he  is  removed  by  a  change 
in  administration,  and  a  new  politician  is  put  in'  to  be  re-edu- 
cated under  the  same  circumstances.  A  normal  school  for 
Commissioners  we  are  ready  to  establish  and  contribute  our 
full  quota  to  its  support,  but  we  do  not  want  them  to  practice 
their  theories  upon  our  railroads  until  they  are  fully  instructed 
and  have  received  their  diplomas.  We  will  pay  the  money  to 
establish  such  a  school  at  any  time  if  the  Legislature  desires 
it.  Mr.  Sterne  also  brings  up  in  proof  of  his  assertion  of  ttie 
value  of  a  commission,  the  English  Parliamentary  Commission 
or  Board  of  Trade. 

Mr.  Stekne — There  are  two  bodies. 

M  .  Dbpew — They  are  separated  now  I  believe — and  the 
Masschusetts  Commission.  He  cannot  go  to  Ohio,  or  Ver- 
mont, or  Connecticut,  or  Michigan,  or  Iowa,  or  Illinois,  or  other 
States,  because  the  Commissioners  of  those  states  have  never 
done  anything  to  merit  the  praise,  and  I  do  not  know  that 
they  have  ever  done  much  to  merit  the  censure  of  the  com- 
monwealths they  are  appointed  to  serve.  They  draw  their 
salaries  like  patriots,  and  the  railways,  like  obedient  citizens, 
subject  to  a  burden  they  dislike,  pay  them  with  a 
growl.  The  Ashtabula  accident  occurs  in  Ohio,  and 
the  Legislature  calls  the  Commissioner  up  and  tal|es 
him  by  the  throat  and  shakes  him  up  very  livejy, 
and  wants  to  know  what  it  means  and  why  he  has  not  befen 
looking  after  such  things.  But  he  has  no  other  answer,  ex- 
cept they  were  no  part  of  his  duties.  The  Tariffville  dis- 
aster occurs  in  Connecticut  and  the  Connecticut  Legislature 
look  after  their  Commissioner.  But  he  says  that  such  things 
are  none  of  his  business.  These  Commissioners  do  nothing 
more,  though  they  have  large  salaries,  and  expensivo  bureaus, 
than  the  State  Engineer  and  Surveyor,  at  the  minimum  of  ex- 
pense, does  in  the  State  of  New  York.  There  is  no  analogy 
between  the  English  Commission  or  Board  of  Trade  and  the 
Commission  in  the  State  of  New  York.  Great  Britain  is  a 
homogeneous  country.  It  is  governed  byone  Parliament.  Its 
railways  run  entirely  within  the  jurisdiction  of  that  Parlia- 
ment and  the  Commission,  and  whatever  the  Commissioners 
do  reaches  the  railways  from  one  end  of  the  country  to  the 
other,  while  here  your  Commissioner's  authority  stops  at  the 
boundary  of  the  State  ;  he  cannot  affect  this  great  through 
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traffic ;  he  cannot  touch  this  great  question  of  rates,  and  all 
he  can  look  after  is  the  flagmen  at  crossings  and  the  blowing 
of  whistles  and  the  ringing  of  bells,  on  complaint  that  they 
disturb  localities,  and  the  little  quarrels  which  arise  at  cross- 
roads, between  the  agent  of  the  railway  company  and  some 
local  authority,  where  the  Commissioners  may  step  in  as  an 
arbitrator  and  take  the  matter  out  of  the  hands  of  the  village 
or  town  officers.  The  English  Parliamentary  Commissioners 
have  secured  a  result  in  Great  Britain,  and  brought  it  about 
themselves,  by  which  a  universal  consolidation  of  all  the 
English  railways  is  secured,  a  clearing  house  has  been  estab- 
lished where  rates  are  kept  up  all  over  the  country,  and  the 
Commission  looks  out  that  there  is  no  violation  of  railway 
contracts  and  agreements,  and  bankrupt  roads  are  brought 
into  a  solvent  condition  and  general  prosperity  guaranteed 
to  the  railway  world,  whatever  may  be  the  result  to  the  public 
in  Great  Britian.  But  there  the  Commission  reaches  every- 
where, while  here  it  stops  at  the  boundary  of  the  State.  Now, 
as  to  the  Massachusetts  Commission,  I  acknowledge  the  won-, 
derful  ability  of  the  distinguished  gentleman,  Mr.  Charles 
Francis  Adams,  Jr.,  who,  for  thirteen  years,  has  been  at  its 
head.  It  owes  its  singular  reputation  entirely  to  the  fact  that 
the  Commonwealth  of  Massachusetts  had  first  the  independ- 
ence to  appoint  a  gentleman  of  character  and  high  position, 
who  seemed  to  be  peculiarly  fitted  for  the  work,  and  then, 
amidst  all  political  changes,  had  the  sense  and  courage  to  keep 
him  there.  But,  Mr.  Chairman,  if  you  go  through  the  reports 
of  the  Commissioners  of  Massachusetts,  you  will  find  pre- 
cisely the  processes  I  have  described.  From  the  day 
that  commission  was  organized  till  now,  it  has  been  a  process 
of  perpetual  experiment  at  the  expense  of  the  railway.  One 
idea  of  restriction  after  another,  one  idea  of  regulation  after 
another,  one  method  of  control  and  of  equalization  after  an- 
other, one  scheme  of  discrimination  and  anti-discrimination 
after  another,  has  been  tried  and  exploded  by  these  gentlemen, 
until,  discovering  that  legislation  in  one  State  could  not  meet 
the  emergency,  the  able  and  eminent  gentleman  who  was 
Chairman  of  that  board,  and  gave  it  its  reputation,  resigned, 
and  the  railway  companies  have  selected  him  as  arbitrator  for 
the  purpose  of  submitting  to  him  their  national  disputes,  to 
see  if  substantial  justice  cannot  be  obtained  by  the  wisdom  and 
experience  of  the  commission  for  the  benefit  of  the   people, 
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and  the  reciprocal  advantage  which  may  follow  to  themselves. 
The  Massachusetts  Commissioners  found  discrimination  exist- 
ing in  the  State  of  Massachusetts  greater  than  any  which  has 
prevailed  in  the  State  of  New  York,  and  they  discovered  their 
utter  powerlessness  to  meet,  curb,  or  control  it,  because  it  was 
controlled  by  elements  outside  the  State,  and  beyond  the 
jurisdiction  of  their  body.  They  saw  the  great  war  of  1875  and 
1877,  when  Boston  was  the  place  through  which  the  through 
import  trade  of  Europe  went  over  the  affiliated  lines  in  Massa- 
chusetts to  the"  Grand  Trunk  Road,  and  so  to  the  west,  upon 
rates  far  below  those  given  the  Boston  merchant  in  the  west. 
It  injured  the  New  York  merchants  while  it  lasted,  and  until 
the  New  York  roads  stopped  it,  but  it  wiped  out  of  existence, 
for  the  time  being,  the  importer  of  the  City  of  Boston.  The 
Railway  Commission  of  Massachusetts,  with  all  its  ability, 
with  all  its  discretionary  and  recommendatory  power,  were 
utterly  helpless  while  this  importing  business  over  their  own 
lines  was  carried  on  upon  terms  and  rates  ruinous  to  the 
merchants  of  the  City  of  Boston. 

It  goes  without  saying  that,  if  a  State  Commission  could 
accomplish  any  good  in  such  desperate  emergencies,  Boston 
and  Massachusetts  would  have  been  relieved  in  a  day  from  the 
disastrous  consequences  of  that  railway  contest. 

They  have  devised  a  system  of  accounts.  We  could  devise 
a  system  of  returns  which  would  be  much  better.  Their  sys- 
tem of  accounts,  gotten  up  by  experimental  and  theoretic  book- 
keepers, has  compelled  the  railways  of  Massachusetts  which 
run  outside  of  the  State  to  keep  two  sets  of  books,  one  under 
the  State  law,  for  the  amusement  of  the  commission,  and  one 
under  their  own  officers,  for  the  transaction  of  their  business, 
and  though  the  Commissioners  of  the  State  of  Massachusetts 
have  applied  to  Rhode  Island  and  the  neighboring  States  and 
asked  them  to  adopt  this  grand  system  of  accounts,  which 
meets  the  metaphysical  mind  of  my  friend  Sterne  as  one  of  the 
noblest  human  inventions,  but  to  the  ordinary  mind  is  like  the 
mysteries  of  the  integral  calculus,  the  surrounding  States  have 
declined.  I  am  not  sure  but  if  the  railways  are,  what  Mr. 
Sterne  says,  seeking  to  hide  and  conceal  their  affairs,  the  best 
thing  they  could  do  would  be  to  adopt  that  system  of  accounts, 
and  then  no  Legislature  would  have  life  left  long  enough  in  it 
to  appoint  a  committee  which  could  find  out  anything  before 
the  committee's  term  of   office  expired.     Have  the  Commis- 
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sioners  of  the  State  of  Massachusetts  protected  the  farmers  of 
Massachusetts  ?  While  the  farmer  of  the  State  of  New  York 
in  the  rich  valleys  of  the  Mohawk  and  the  Genesee  has  been 
able  to  maintain  his  position  in  the  great  march  of  the  com- 
merce of  the  wesh,  while  he  has  been  enabled  to  thrive  and  live, 
and  while  farms  have  increased  in  tillage  and  cultivation,  and 
farmers  have  increased  in  number  year  by  year,  and  while  the 
agriculture  and  the  agriculturists  of  the  State  of  New  York  are 
stronger  to-day  than  they  were  ten  years  ago — how  is  it  in  Mas- 
sachusetts ?  During  the  life  of  the  Massachusetts  Commission, 
the  death  of  the  Massachusetts  farmer  has  occurred.  The 
hard  conditions  under  which  he  labors  of  climate  and  soil, 
with  the  competition  which  comes  more  hardly  upon  him  over 
the  affiliated  bankrupt  lines  in  Massachusetts  of  the  Grand 
Trunk,  than  it  does  upon  the  farmer  in  New  York,  have  wiped 
out  the  Massachusetts  farmer  and  he  has  ceased  to  be  a  factor 
in  her  political  economy.  There  was  a  time  when  the  farmer 
of  Massachusetts  was  pointed  to  with  pride  as  the  finest  figure 
in  our  American  life.  Upon  a  few  acres  hard  to  till,  hard  to 
draw  production  from,  by  rigid  economy,  by  great 
intelligence,  by  wonderful  industry,  he  maintained  his 
position ;  he  sent  his  girls  through  the  seminary  and 
his  boys  through  college ;  he  gave  them  enough 
to  emigrate  and  planted  into  them  the  integrity  and  virtue 
and  spirit,  and  gave  to  them  the  education  which  enabled 
them  everywhere  to  become  the  leaders  in  business,  and  the 
controllers  of  opinion.  But  under  the  discriminations  which 
the  Railway  Commissioners  of  Massachusetts  have  been 
ntterly  unable  to  meet,  and  utterly  unable  to  control  the  Mas- 
sachusetts farmer,  haa  become  an  historic  figure,  and  his  place 
has  been  taken  by  others  of  recent  importation,  fresh  emi- 
grants, who  will  live  under  conditions  that  he  could  not. 
The  Constitution  of  the  State  of  New  York  was  the  model 
upon  which  the  Constitution  of  the  United  States  was  founded. 
It  was  the  model,  upon  which  twenty  of  the  thirty-six  States' 
Constitutions,  have  been  based.  New  York  first  saw  the  ne- 
cessity of  a  general  railroad  law,  and  the  general  railroad 
Law  of  1850  has  been  adopted,  substantially,  everywhere 
where  free  railroading  is  permitted. 

Progressive  as  she  always  is,  and  willing  to  test  all  methods 
which  promise  public  benefits,  New  York  tried  a  commission 
— tried  it  thoroughly  down  to  the  bottom,  and  whatever  Mr. 
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Sterne  may  say  as  to  the  reason  which  led  to  its  abolition,  it 
proves  the  fact  that  a  commission  in  the  State  of  New  York 
is  and  will  be  a  source  of  tyranny  or  corruption.  It  was  a 
misfortune  to  the  State  and  an  injury  to  the  railroads,  and  in 
the  end  both  railioads  and  the  State  will  be  as  glad  to  get  rid 
of  his  as  they  were  to  get  rid  of  the  other.  We  have  a  State 
Engineer  and  Surveyor.  The  wisdom  of  the  legislation  of 
1850  assigned  to  him  certain  duties,  and  the  present  able  State 
Engineer  and  Surveyor  who  has  been  re-elected,  in  his  report, 
I  think  the  year  before  last,  to  the  Legislature,  stated  that  all 
that  was  necessary  in  order  to  make  as  efficient  as  could  be 
the  bureau  in  his  department,  which  takes  care  of  the  railways, 
was  a  more  complete  system  of  returns. 

The  morning  papers,  expressing  public  opinion  from  the 
standpoint  of  modified  hostility  or  modified  friendship  to  the 
railway  enterprises,  giving  their  suggestion  or  kick  to  us,  and 
giving  their  suggestion  or  hint  to  you,  say,  "  Mr  Depew  talks 
like  a  trained  advocate,  but  he  does  not  rise  to  the  broad  dig- 
nity of  this  great  question  and  admit  the  evils  and  suggest  a 
remedy.  It  would  be  wiser  for  him  and  wiser  for  the  people 
whom  he  represents  if  he  would."  I  have  claimed  for  the  rail- 
way companies  in  this  discussion  no  immunity  from  the  or- 
dinal'}' frailties  of  human  nature,  or  the  ordinary  fallacies  of 
human  judgment.  I  have  simply  said  that,  when  it  was  charged 
that  we  were  so  acting  as  to  commit  the  gravest  injustice,  that 
while  our  acts  might  be  proved  the  injustice  could  not  be 
proved,  I  have  simply  said,  and  I  repeat  it,  that  the  railway 
manager  in  the  State  of  New  York  having  the  annually  recur- 
ring meeting  of  the  Legislature  and  the  power  of  public 
opinion  before  him,  does  what  he  can  to  meet  evils  as  they 
arise,  and  he  meets  them  to  the  best  of  his  ability  to  keep  his 
property  and  to  satisfy  his  patrons. 

When  you  say  to  us,  prepare  legislation  by  which  the  statute 
book  shall  run  the  railroad,  we  say  frankly  we  have  25  years 
of  experience  in  the  practical  management  of  railways,  but 
we  cannot  frame  that  law,  and  if  the  newspaper  critics,  the  jus- 
tice of  whose  criticisms  in  many  respects  I  admit,  will  provide 
the  remedy,  and  say  how  it  can  be  done,  where  it  can  be  done, 
and  that  it  will  not  inflict  a  thousand  ills  for  the  one  benefit 
which  it  gives,  let  them  state  it,  and  the  railroad  will  adopt  it 
without  the  necessity  of  legislative  interference.  For  forty 
years  England  legislated  on  this  question.    It  contrived  and 
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tested  every  conceivable  scheme  which  has  ever  been  sug- 
gested, and  abandoned  them  all.  Illinois  went  into  the  experi- 
ment ;  she  drove  eleven  of  her  railroads  into  bankruptcy,  and 
finally  abandoned  the  experiment,  because  with  the  bankrupt 
road  came  the  bankrupt  farmer.  Wisconsin  went  into  the  ex- 
periment. She  brought  to  bear  upon  it  a  public  sentiment 
which  was  unanimous.  She  faced  a  railroad  system  which  was 
utterly  impotent  and  powerless.  She  had  her  own  will,  and 
she  had  the  best  advice  that  the  theory  of  railway  legislation 
could  grant  anywhere.  The  result  was  that  she  sapped  the 
credit  of  her  State,  frightened  capital  from  her  borders,  stop- 
ped emigration  and  construction  ;  her  railways  became  non- 
paying  and  her  farmers  so  burdened  by  the  experiment  react- 
ing upon  themselves  that  they  speedily  undid  the  legislation 
which  they  had  attempted.  The  Board  of  Trade  and  Trans- 
portation and  the  Chamber  of  Commerce,  so  fruitful  in  assault, 
so  suggestive  in  complaint,  so  fertile  in  criticisms,  give  to' us 
no  idea  of  a  remedy.  There  is  no  talent  so  universal  and  there 
is  no  talent  so  easily  cultivated  as  a  talent  to  pull  down.  There 
is  no  talent  so  rare  and  none  so  beneficial  in  private  or  public 
life  as  the  talent  to  wisely  construct.  According  to  the  lights 
we  have,  we  do  our  duty  to  the  people  of  the  State  and  to  the 
stockholders,  and  we  are  open  for  advice. 

You,  gentlemen,  must  take  into  consideration  the  fact  that 
ours  is  a  business.  It  deals  with  every  man  and  with  every 
man's  affairs  ;  with  every  locality,  and  every  locality's  affairs 
along  our  line.  The  testimony  is  universal  from  our  people, 
and  uncontradicted  from  the  outside,  that  while  seven  years 
ago  the  Legislative  halls  were  crowded  with  petitions  for  re- 
lief and  legislation,  and  the  freight  agent's  table  was  piled  with 
complaints,  there  are  no  longer  petitions  or  complaints.  That 
the  road  and  its  patrons  might  be  brought  into  permanently 
harmonious  relations,  the  President  gave  to  the  Traffic  Manager 
this  order  :  "  Satisfy  the  people,  whatever  the  cost  to  the  road." 
And  the  fulfillment  of  that  order  has  removed  all  complaints, 
and  satisfied  all  localities.  No  petition  comes  from  along  the 
line  of  the  Central  Road  any  more  to  the  local  member  to 
preserlt ;  no  delegation  to  the  Legislature  to  ask  for  redress 
of  grievances.  The  table  of  the  'freight  agent  is  free  from  re- 
monstrances, and  if  any  come  it  is  at  once  taken  up  and  the 
individual  or  locality  satisfied.  The  road  runs  free  from 
criticism  of  the  men  who  use  it,  and  subject  only  to  the  attacks 
of  those  who  do  not  ship  over  it  and  could  not  run  it  if  they 
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were  granted  the  power  to-morrow.  The  New  York  railroads 
stand  here  under  the  conditions  I  have  described,  the  con- 
ditions of  this  extraordinary  competition,  where  Odessa  may 
fix  a  rate  from  Chicago  to  New  York,  and  the  Black  Sea  may 
regulate  what  shall  be  the  carriage  of  produce  from  Milwaukee 
to  the  seaboard.  The  New  York  roads,  standing  here  with  the 
electric  telegraph  and  the  Atlantic  Cable,  making  all  centres 
of  trade  the  world  over  one,  so  that  Liverpool  controls  St. 
Louis  and  London  can  control  Chicago,  are  doing  their  best  to 
keep  the  trade  for  their  City  and  State.  The  testimony  will 
show  whether  they  have  done  well,  and  it  is  for  you  to  suggest 
if  you  can  how  they  can  do  better.  They  have  been  fighting 
with  a  mileage  against  them  of  enormous  length,  against  rivals 
of  equal  power,  and  they  have  maintained  a  majority  of  all  the 
business  still  in  the  City  of  New  York.  Ihey  have  fought  the 
Pennsylvania  Eailroad  and  the  Baltimore  &  Ohio  Railroad ; 
they  have  fought  the  Mississippi  river  and  the  Bads'  jetties ; 
they  have  fought  the  Welland  Canal  and  Montreal,  and  they 
are  still  fighting  for  themselves  and  for  the  State. 

In  closing  this  discussion,  I  beg  leave,  on  the  part  of  the 
road  which  I  have  the  honor  to  represent  and  of  myself,  to  re- 
turn thanks  for  the  uniform  courtesy  and  substantial  justice 
with  which  this  investigation  has  been  conducted.  Within 
the  limits  and  rules  which  you  deemed  it  your  duty  to  fix,  the 
investigation  has  been  fair,  though  it  has  been  thorough.  I 
have  had  occasion  to  complain  and  still  complain  that  the 
rule  has  been  made  too  broad  and  the  investigation  too  inquis- 
itorial. 

The  railroad  companies  admit  very  broad  powers  in  the 
State ;  they  deny  its  right  to  so  legislate  as  to  impair  or  destroy 
the  value  of  the  enterprise  into  which  it  has  invited  capital  to 
invest.  Within  the  limits  of  what  it  may  legally  do  it  cannot 
afford  to  violate  honorable  and  reciprocal  obligations.  While 
seeking  to  maintain  our  vested  rights,  the  integrity  of  our 
property  and  freedom  in  its  control,  we  neither  defy  the  State 
or  deny  it  large  discretions  ;  but  we  claim  that  the  testimony 
proves  that  legislative  interference  invariably  results  in  great 
loss  and  evil  to  the  State  and  injustice  or  ruin  to  the  roads. 
Competition,  the  laws  of  trade,  the  interests  of  owners,  the 
pride  of  officers,  the  ever  present  force  of  public  opinion,  capa- 
ble of  practically  acting  upon  the  companies  at  all  times 
through  the  Legislature,  makes  that  common  wealth  the  most 
prosperous  where  the  railroads  are  free  from  restrictive  legisla- 
tion or  State  interference  in  their  management. 
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ARGUMENT  OF  WILLIAM  D.  SHIPMAN, 

Of  Counsel  for  the   New  York,  Lake  Erie  &  Western  Railroad  Co. 


Mr.  Chairman  and  Gentlemen  of  the  Committee  : 

The  wide  field  over  which  the  testimony  taken  before  the 
Committee  has  ranged,  and  the  broken  and  disjointed  manner 
in  which  it  has  been  taken,  render  the  discussion  of  the  ques- 
tions presented  by  it  in  anything  like  order  or  system,  ex- 
tremely difficult,  if  not  impossible.  All,  therefore,  that  I  can 
hope  to  do,  in  the  observations  which  I  shall  submit  to  you, 
will  be  to  comment  as  briefly  as  possible  on  the  prominent 
questions  which  the  Committee  will,  as  I  suppose,  undertake 
to  seriously  consider. 

We  have  been  told  that  the  House  in  which  this  Committee 
originated,  and  to  which  it  is  to  report,  to  a  greater  or  less  ex- 
tent represented  a  feeling  of  dissatisfaction  prevalent  in  the 
mind  of  some  people  of  the  State  at  the  way  in  which  the  rail- 
road companies  of  the  State,  and  especially  at  the  way  in 
which  the  New  York  Central  &  Hudson  Eiver,  and  the  New 
York,  Lake  Erie  &  Western  Bailroad  Companies  conduct  their 
business.  I  have  also  heard  it  observed  that  the  complaints 
against  the  railroad  companies  was  a  part  of  a  growing  hostil- 
ity among  the  people  to  all  corporations. 

Every  just  mind  will  agree  that  popular  discontent  is  not  a 
safe  guide  in  matters  of  legislation — especially  on  those  sub- 
jects which  relate  to  the  titles,  values,  and  uses  of  property. 
And,  whatever  mere  partisans  may  do,  to  catch,  with  their 
sails  the  fluctuating  winds  of  what  is  called  public  opinion,  no 
man,  who  conscientiously  exercises  the  functions  of  a  legislator, 
will  attempt  to  make  laws  on  such  a  subject  as  the  one  before 
you,  without  the  utmost  caution,  and  without  first  having  satis- 
fied himself  that  legislation  is  both  practicable  and  necessary. 
I  am  sure  you  will  agree*with  me  that  a  man  who  would  at- 
tempt to  excite  popular  clamor  on  such  a  subject,  or  pander  to 
it  when  excited,  by  crude  or  unjust  legislation,  is  a  common 
enemy  of  all  classes.     Such  legislation,  under  whatever  plausi- 
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ble  pretexts  it  may  be  enacted,  is  always  mischievous  and  in- 
jures the  whole  people  of  the  State. 

Of  course  the  objects  sought  by  those  who  originated  this 
investigation,  or  at  whose  request  it  was  undertaken,  were  ex- 
pected to  be  attained  by  some  kind  of  legislation.  They  seek 
to  suppress  by  law  the  acts  of  which  they  complain.  They 
seek  to  supply  by  law,  the"  omissions  to  act  of  which  they  com- 
plain. The  only  useful  purpose,  therefore,  that  counsel  can 
serve  in  this  discussion  is  to  show  what  acts  are  the  subjects 
of  complaint — what  omissions  to  act — and  whether  any  law 
can  remedy  the  alleged  difficulties. 

On  a  subject  of  the  magnitude  and  complications  of  what  is 
called  the  "  Railroad  Problem,"  mere  general  charges  are  im- 
potent ;  or  where  they  have  any  significance,  can  easily  be 
met  by  replies  equally  general.  Isolated  instances  of  hardship 
are  equally  futile,  as  a  foundation  of  legislation.  The  law- 
making power  can  only  deal  with  the  business  of  a  community 
under  general  heads  or  classes ;  and  not  always  successfully 
with  these.  There  are  inexorable,  though  unwritten  laws, 
which  regulate  the  movement  of  business  and  populations, 
which  are  as  much  above  and  beyond  the  control  of  legislation 
as  the  laws  which  regulate  the  movement  of  the  solar  system. 
Those  who  look  to  acts  of  the  Legislature  as  a  remedy  for 
every  evil,  real  or  imaginary,  have  studied  man  and  society  to 
little  purpose.     It  has,  indeed,  been  well  said  : 

"  How  small,  of  all  that  human  hearts  endure, 
That  part  which  laws  or  kings  can  cause  or  cure." 

If  this  proposition  had  not  already  been  verified  by  the  his- 
tory of  mankind,  it  would  be  demonstrated  by  some  of  the 
leading  features  of  this  controversy  with  the  railroad  com- 
panies. 

It,  nevertheless,  remains  true,  that  legislation  can  and  does 
correct  some  evils  ;  and  the  precise  matter  with  which  this 
Committee  have  to  deal,  is,  whether  the  evils  complained  of  by 
those  who  asked  for  this  investigation,  are  curable  by  any 
legislation  to  be  aimed  at  railroad  companies.  At  the  very 
threshold  of  this  discussion,  it  is  incumbent  on  us  to  inquire 
what  evils  are  complained  of,  what  the  proofs  show,  and  in 
what  sources  they  originated.  We  can  then  consider  whether 
legislation  can  successfully  deal  with  them.  To  make  this  in- 
quiry of  any  service,  we  must  select  the  leading  charges  made 
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against  the  railroad  companies,  and  deal  with  them.  We 
must  select  those  which  are  made  by  persons  who  have,  or 
ought  to  have,  some  degree  of  responsibility.  It  is  impossible 
to  deal,  and  would  be  useless  to  attempt  to  deal,  with  mere 
general  grumbling  at  the  railroad  companies,  wherein  they  are 
charged  with  being  solely  responsible  for  nearly  all  the  vicis- 
situdes of  business.  I  propose,  therefore,  to  deal  with  the 
complaints  made  under  the  names  of  the  "Chamber  of  Com- 
merce of  the  City  of  New  York,"  and  the  "  New  York  Board 
of  Trade  and  Transportation."  Each  of  these  bodies  has  ad- 
dressed formal  papers  to  this  Committee,  and  the  "  Chamber  of 
Commerce "  addressed  a  memorial  to  the  Assembly,  in  re- 
sponse to  which,  it  is  understood,  that  the  investigation  was 
ordered.  In  the  communication  made  to  the  Committee,  the 
complaints  in  the  original  memorial  are  amplified.  The  paper 
addressed  to  you  by  the  Board  of  Trade  and  Transportation  is 
a  compound  document,  consisting  of  a  catechism  embracing 
twenty  eight  questions  or  topics  of  inquiry,  supplemented  by 
some  suggestions  of  a  legal,  and  some  of  a  general  character. 
I  am  not  complaining  of  the  paper,  but  stating  its  general 
character.  Nor  do  I  complain  that  the  Chairman  of  the  Com- 
mittee, who  signed  it,  is  a  lawyer,  who,  I  understand,  has  been 
for  years  engaged  in  preparing  for  this  general  assault  on  the 
railroad  companies  of  the  State. 

These  documents  call  for  some  observations  at  the  outset  of 
this  discussion.  They  are  termed  by  the  Chairman  of  the 
Committee  of  the  "Chamber  of  Commerce"  an  "Indictment" 
His  language  addressed  to  this  Committee  at  Albany  was  (re- 
ferring to  the  two  papers  I  have  named) :  Mr.  Chairman, 
"  that  closes  the  indictment  we  have  framed  against  the  rail- 
"road  system  of  this  State." 

Another  reason  for  referring  to  these  papers  in  detail  here, 
is,  that  some  of  the  charges  which  they  contain  have  been  so 
completely  shattered  to  atoms  when  brought  into  concussion 
with  the  undeniable  facts,  that  they  can  be  fully  considered 
here  without  going  into  the  details  of  the  testimony. 

Still  another  reason  is,  that  some  of  the  charges  are  unsup- 
ported by  any  evidence  at  all. 

I  shall  therefore  proceed  to  consider  this  "indictment"  at 
some  length,  and  some  parts  of  it  in  connection  with  the  evi- 
dence. 
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And,  first,  that  part,  or  series  of  "counts"  framed  by  the 
"  Chamber  of  Commerce." 

As  a  preliminary  to  the  charges  which  it  groups,  or  attempts 
to  group,  under  specific  heads,  it  puts  forth,  and  expatiates  on, 
what  it  calls  "  the  principal  of  the  'King's  Highway' ' "  (p.  4.) 

The  paper  leaves  us  in  some  doubt  as  to  what  extent  the 
Chamber  of  Commerce  desires  the  application  of  the  principle 
of  the  "  King's  Highway  "  to  the  railroads  of  this  State.  But 
as,  with  us,  the  public  stand  in  place  of  the  king,  and  the  "  in- 
dictment "  charges  as  a  wrong,  that  "  the  principle  of  the 
public  highway  has  been  entirely  disregarded,"  we  are  left  to 
the  conclusion  that  the  Chamber  of  Commerce  is  desirous  of 
securing  legislation  founded  upon  the  principle  that  railroads 
are  mere  "  public  highways." 

This  same  notion  about  the  "  King's  Highway  "  is  advanced 
in  the  memorial  of  the  Board  of  Trade  of  Buffalo,  and  from 
this  latter  document  both  the  sentiment  and  language  of  the 
Chamber  of  Commerce  appear  to  have  been  derived  from 
some  writer  in  what  is  called  a  "  prominent  journal."  It  is 
not  necessary  to  look  far  in  order  to  find  the  author,  or  rather 
importer  of  the  idea  that  railways  are  mere  public  highways 
over  which  every  one  can  travel  at  his  own  pleasure  and  in 
his  own  way.  On  the  value  of  this  suggestion  I  will  invoke 
the  opinion  of  one  who  can  do  better  justice  to  it  than  I.  Mr. 
Charles  Francis  Adams,  Jr.,  in  his  interesting  little  book  on 
"Railroads — their  Origin  and  Problems,"  says  : 

"  In  one  of  the  earlier  parliamentary  debates  on  the  subject 
"  of  railroads,  the  Duke  of  Wellington  is  reported  to  have  said, 
"  that  in  dealing  with  them  it  was  above  all  else  necessary  to 
"  bear  in  mind  the  analogy  of  the  king's  highway.  The  remark 
"  was  certainly  characteristic,  both  of  the  individual  and  the 
"  race.  Without  any  careful  analysis  to  find  out  whelher  it 
"  it  was  real  or  apparent  only,  the  analogy  was  accepted,  and 
"  upon  it  was  based  that  whole  elaborate  system  of  legis- 
"  lation  through  and  in  spite  of  which,  both  in  Great  Britain 
"  and  in  America,  the  railroad  system  grew  up,  and  in  the 
"  meshes  of  which  it  is  now  struggling.  In  fact,  the  analogy 
"  was  essentially  a  false  one.  In  no  respect  did  the  railroad 
"  in  reality  resemble  the  highway,  any  more  than  the  corpora- 
"  tion  which  owned  and  operated  it  resembled  the  common 
"  carrier.  The  new  system  was  not  amenable  to  the  same 
"  natural  laws  which  regulated  and  controlled  the  operations 
"  of  the  old  one,  and  the  more  the  principles  and  rules  of  law 
"  which  had  grown  out  of  (he  old  system  were  applied  to  it, 
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"  the  worse  the  result  became.  The  acme  of  the  ludicrous  in 
•'  this  respect  was,  however,  reached,  not  in  England,  but  in 
"  America.  In  England  the  truth  dawned  in  time  on  the  minds 
"  of  those  upon  whom  the  work  of  legislation  devolved. 
"  After  more  tban  forty  years  of  blundering,  it  was  there  at 
"last  realized  in  1872,  that  the  railroad  system  was  a  thing 
"  sui  generis — a  vast  and  intricate  formative  influence,  as  well 
"  as  a  material  power,  the  growth  of  which  was  to  be  curiously 
"  watched,  in  the  expectation  that  in  due  time  it  would  develop 
"  some  phase,  which  again  would  call  forth  a  corresponding  de- 
"  velopment  in  the  machinery  of  government,  through  which  its 
"  political  and  economical  relations  with  the  community  would 
"  be  finally  established  on  some  rational  and  permanent  basis. 
"  Meanwhile,  at  the  very  time  this  result  was  reached  in  Great 
"  Britain,  and  the  railroad  problem  consequently  ceased  to  be 
"  a  matter  for  active  discussion,  America  was  clinging  more 
"  desperately  than  ever  to  that  false  analogy,  which  had  thus 
'  been  finally  abandoned  in  the  place  where  it  originated. 
"  Since  1.872,  even  more  than  before  that  time,  the  American 
"  legislation  has  been  inspired  by  the  theory  that  the  railroad 
"  corporation  is  nothing  but  an  overgrown  common -carrier, 
"  who  has  in  some  way  got  the  monopoly  of  a  highway,  and, 
"  being  crazed  by  sudden  and  ill-gotten  gains,  has  forgotten 
"  his  proper  place  in  life,  of  which  he  must  forthwith  be  re- 
"  minded,  through  an  exercise  of  political  power.  The  old 
"  analogy  suggested  by  the  Duke  of  Wellington,  as  mischievous 
"  as  it- is  false,  still  maintains  a  strong  hold  on  the  legislative 
"  mind  and  belittles  a  great  question  "  (pp.  82,  83.) 

This  suggestion  about  the  "  King's  highwaj7"  is  followed,  in 
the  part  of  the  paper  now  under  consideration,  by  some  rather 
vague  clauses,  only  one  of  which  I  will  notice  in  this  connec- 
tion. "  It  has  been  reported  to  us,"  the  document  says,  "  that 
"  persons  in  the  interest  of  the  railroads  have  spoken  of  our 
"  efforts  as  a  communistic  movement  against  capital  invested 
"  in  railroads."  (P.  5.)  This  remark  would  call  for  no  notice 
here-,  except  for  what  appears  in  a  subsequent  part  of  the  pa- 
per. On  pages  10  and  11  is  a  passage  which  should  be  read 
in  this  connection : 

"It  is  safe  to  say  that,  as  a  whole,  the  railroads  of  the 
"  United  States  are  capitalized  on  a  basis  of  two  dollars  to 
"  every  one  actually  paid  in  providing  these  facilities,  and  they 
"  could  probably  be  constructed  to-day  for  one-third  their 
':  present  nominal  value.  Combinations  and  pools  are  the 
"  only  methods  by  which  returns  can  be  paid  to  the  holders  of 
"  such  railroad  securities  at  present,  even  with  honest  manage- 
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"  ment ;  aad  in  too  many  cases  the  interests  of  stock  and  bond- 
"  holders  are  subordinate  to  those  of  a  managing  ring,  who 
"  purposely  and  dishonestly  deplete  the  revenues  so  that  the 
"  majority  of  bona  fide  owners  get  nothing;  and  if  it  be  decided 
"  thV.t  the  maintenance  of  such  rates  are  unjust  to  the  public, 
"  then  a  prohibition  of  pooljngs  and  combinations  is  the  short- 
"  est  way  to  reach  such  a  result;  for  the  natural  competition 
"  of  raihoads  would  soon  result  either  in  scaling  down  present 
"  obligations  or  in  bankruptcy,  (the  same  as  mercantile  houses, 
"  which  by  their  nature  are  unable  to  combine,)  and  if  re- 
"  organized  upon  a  basis  of  actual  value,  they  could  then  per- 
"  form  the  service  at  a  rate  which  would  be  just  to  the  public 
"  and  at  the  same  time  afford  a  fair  return  to  the  shareholders. 
"  Such  a  process  involves  hardship  to  many  persons  who  now 
"  hold  these  securities,  and  it  is  only  a  question  whether  or 
"  not  the  greatest  good  of  the  greatest  number  demands  such 
"  a  course.  We  are  of  opinion  that  the  rest  of  the  community 
"  have  already,  to  a  great  extent,  undergone  this  process  of 
"  getting  down  to  hard  pan,  and  that  the  sooner  such  a  basis 
"  is  reached  by  the  railroad  interest,  the  sooner  a  permanent 
"  and  enduring  prosperity  will  he  attained.'' 

I  pass  by,  now,  the  false  and  slanderous  charge  made  in 
this  statement,  that  the  interests  of  the  stock  and  bondholders 
of  the  corporation  which  I  represent  are  in  the  hands  "  of  a 
"  managing  ring  who  purposely  and  dishonestly  deplete  its 
"  revenues."  My  present  purpose  is  to  strip  this  proposition 
of  its  redundant  verbiage,  and  present  it  naked  for  the  con- 
sideration of  this  Committee,  who  are  here  called  upon  to 
recommend  legislation  affecting  hundreds  of  millions  of  dollars 
worth  of  property.  It  is  to  be  presumed  that  gentlemen  con- 
stituting a  Committee  of  the  Chamber  of  Commerce  of  the  City, 
of  New  York,  mean  something  by  elaborate  statements  ad- 
dressed to  the  law  making  power.  What  they  meant  in  the 
passage  just  cited,  when  taken  in  connection  with  the  general 
purpose  of  the  whole  document,  is  tolerably  clear,  and  it  is 
this  :  Combination  and  co-operation  among  the  railroads  is 
the  only  way  by  which  they  can  earn  dividends  on  their  stock 
or  interest  on  their  bonds,  therefore,  make  a  law  prohibiting 
combination  or  co-operation.  The  "  natural  competition  "  of 
the  roads  would  then  produce  one  of  two  results — either  they, 
would  have  to  repudiate  a  large  part  of  their  obligations  or  end 
in  bankruptcy,  and  thus  the  value  of  their  securities  be  sub- 
stantially destroyed !     The   gentlemen   who   signed   this  ex- 
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traordinary  document  did  not  stop  to  enquire  how  a  railway 
company  could  "  scale  down  "  its  legal  obligations  without  go- 
ing into  bankruptcy.  If  it  should  be  said  that  these  gentle- 
men only  meant  that  the  stockholders  should  by  the  pressure 
of  necessity  be  compelled  to  voluntarily  relinquish  two-thirds 
of  their  stock,  the  answer  is,  that  while  this  view  of  their 
meaning  would  not  mend  the  morality  of  their  proposition,  it 
js  clear  that  they  meant  by  "  scaling  clown  present  obligations," 
to  include  bonds  as  well  as  stock,  for  they  speak  in  the  same 
connection  of  the  ''  fair  return  to  shareholders  "  after  this 
"  scaling  down  "  and  reorganization  "  upon  a  basis  of  actual 
value."  Nor  do  they  leave  us  in  any  doubt  as  to  the  degree 
in  which  these  "  securities  "  should  be  reduced.  According  to 
their  view  a  reduction  of  two-thirds  would  be  necessary  to 
bring  them  "  down  to  hard  pan."  Their  conclusion  is,  "  that 
the  sooner  such  a  basis  is  reached  by  the  railroad  interest,  the 
sooner  a  permanent  and  enduring  prosperity  will  be  attained." 
That  the  authors  of  this  paper  were  conscious  of  the  destruct- 
ive effect  upon  innocent  persons  of  the  doctrine  they  were 
broaching,  if  it  should  be  carried  out,  is  clear  when  they  say — 
"  such  a  process  involves  hardships  to  many  persons  who  now 
hold  these  securities,  and  it  is  only  a  question  whether  or  not 
the  greatest  good  of  the  greatest  number  demands  such  a 
course." 

That  the  doctrine  here  enunciated  is  not  in  strict  technical 
sense  "  Communism  "  may  be  readily  granted,  for  that  social 
theory  implies  a  complete  community  of  goods.  It  however 
distinctly  recognizes  the  right  of  the  Legislature  to  pass  laws 
which  may,  and  in  order  that  they  may,  result  iu  the  destruc- 
tion of  the  property  of  one  class  of  persons  for  the  benefit  of 
another.  This  is  the  most  advanced  and  malignant  type  of 
what  is  called  Communism  at  the  present  day.  The  doctrine 
that  property  can  be  confiscated  or  destroyed  whenever  the 
Legislature  sees  fit,  and  that  the  "  only  question  "  involved  is, 
"  whether  the  greatest  number  demands  such  a  course,"  is  in- 
consistent with  the  very  existence  of  society  as  it  is  now  con- 
stituted. No  epithets  are  needed  with  which  to  stigmatize  it. 
Every  thoughtful  person  who  regards  the  order  and  stability 
of  society  or  the  security  of  individual  rights  as  desirable 
must  instinctively  recoil  from  it.  God  forbid  that  I  should 
credit  the  eminent  merchants  who  constitute  the  great  body  of 
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membership  of  the  Chamber  of  Commerce  with  entertaining 
such  sentiments !  But,  though  it  is  not  my  business  to  ad- 
monish or  instruct  them,  I  can  do  no  less  than  say  here,  in 
view  of  the  use  which  has  been  made  of  the  name  of  this 
honored  body,  that  for  its  own  credit  and  that  of  the  City  and 
country,  no  time  should  be  lost  in  repudiating  the  dangerous 
creed  in  regard  to  property  which  has  been  put  forth  with  its 
apparent  sanction.  It  is  no  excuse  to  say  that  this  abomin- 
able sentiment  put  forth  in  this  paper  was  applied  only  to 
corporations.  The  securities  issued  by  corporations  are  the 
private  property  of  natural  persons,  and  that  property  is  just 
as  much  under  the  protection  of  the  Jaw  as  any  other  property 
they  possess.  A  vast  portion  of  the  entire  property  of  the 
country  is  represented  by  the  securities  issued  by  corpora- 
tions. These  artificial  persons  are  not  only  created  and  sanc- 
tioned by  law,  but  they  are  indispensable  to  the  conduct  of 
business  at  this  day,  especially  to  great  enterprises  involving 
large  capital ,  and  to  suggest  a  course  of  legislation  which 
looks  to  the  destruction  of  the  rights  of  the  owners  of  cor- 
poration securities  whenever  the  Legislature  shall  consider 
such  a  course  -productive  of  the  greatest  good  to  the  greatest 
number,  is  as  nefarious  as  it  would  be  to  suggest  the  sacking 
and  plunder  of  Mr.  Schultz's  or  Mr.  Thurber's  warehouses 
whenever  a  distribution  of  their  contents  among  the  mob 
might  be  deemed  the  greatest  good  to  the  greatest  number. 

The  first  specific  charge  in  this  paper  is : 

"  That  said  railroads  are  in  the  habit  of  currying  freight  for 
"  the  citizens  of  other  States,  and  also  for  citizens  of  foreign 
"  countries,  at  lower  rates  than  for  citizens  of  the  State  of 
"  New  York  "  (p.  5). 

As  the  consideration  of  this  charge  involves  a  reference  to 
the  testimony,  I  will  defer  what  I  have  to  say  upon  it  till  a 
future  stage  of  the  discussion.  It  embraces,  as  the  document 
states,  the  questions  relative  to  through  and  local  rates. 

I  shall  pursue  the  same  course  with  the  second  specific 
allegation : 

"  That  individual  citizens  of  this  State  are  given  special  priri- 
"  leges  and  rates  out  of  proportion  to  those  charged  the  public  in 
"  c/eneral "  (p.  7)i 
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This  charge  is  subsequently  amplified,  and  the  controversy 
about  the  relations  of  the  Standard  Oil  Company  embraced  in 
it.  This  latter  subject  will  be  considered  under  a  separate 
head. 

The  third  item  particularized  is  : 

"  That  the  rates  of  transportation  are  made  unnecessarily 
"  high  by  the  maintenance  of  subsidiary  organizations,  de- 
"  signed  to  deplete  the  revenues  of  the  roads  before  they  reach 
"  the  stockholders  "  (p.  8). 

The  plain  English  of  this  charge  is  that  the  officers  of  the 
railroad  companies  are  engaged  in  maintaining  outside  organ- 
izations which  keep  up  the  rates  and  then  divert  the  revenue 
resulting  therefrom  from  the  rightful  owners,  the  stockholders, 
to  the  pockets  of  the  railroad  managers. 

The  comments  of  the  gentlemen  on  their  own  charge  is 
somewhat  confused.  "Stock  watering,"  as  it  is  termed,  is 
mixed  up  with  the  charge  that  subsidiary  organizations  are 
used  to  plunder  the  stockholders.  Then  two  motives  are 
attributed  to  the  managers  of  the  roads — one  to  evade  the  law 
of  the  State,  which  it  is  supposed  would  permit  the  Legisla- 
ture to  reduce  the  rates  whenever  the  net  revenue  exceeds  ten 
per  cent,  on  the  investment ;  the  other,  to  "  serve  their  own 
pecuniary  interests."  To  the  first  of  these  notions  I  shall 
refer  hereafter. 

The  general  charge  plainly  asserts  that  the  officers  of  the 
companies  are  deliberately  engaged  in  plundering  the  revenues 
of  their  companies  through  the  instrumentality  of  "fast  freight 
"  lines,  bridge  companies,  rolling  stock  companies,  local  lines 
"  leased  at  exorbitant  rates  through  collusion  of  managers, 
"  stock  yard  companies,  construction  and  supply  companies, 
"  lighterage  companies,  elevator  and  other  terminal  facility 
"  companies." 

It  does  not  become  me  to  volunteer  in  the  defence  of  the 
managers  of  the  New  York  Central  &  Hudson  Eiver  Railroad 
Company.  I  am  only  authorized  to  speak  for  those  of  the 
New  York,  Lake  Erie  &  Western  Railroad  Company,  and  they 
hardly  need  my  services  in  this  behalf. 

The  charge  is  wholly  unsupported  by  proof.  Indeed,  there 
has  been  no  attempt  to  prove  it.  The  counsel  of  the  accusers 
examined   Mr.  Fink  at  some  length,  in  regard  to  the   char- 
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acter  of  the  fast  freight  lines,  and  his  opinion  of  their  value. 
Mr.  Fink  stated  that  they  were  the  necessary  offspring  of  the 
competitive  struggle  of  the  roads  for  business,  and  at  the  same 
aggregated  some  of  its  worst  features,  such  as  giving  rebates, 
special  rates  and  other  modes  of  discrimination  (pp.  519-523). 

But  the  proof,  as  a  whole,  is  that  these  fast  freight  lines  are, 
at  present  at  least,  necessary,  and  that  they  are  of  great  ser- 
vice to  shippers.  They  form  a  part  of  the  machinery  of 
transportation,  and  of  the  legitimate  system  of  moving  the 
traffic. 

The  pretence  than  they  are  in  any  manner  used  to  put  money 
in  the  pockets  of  the  managers  of  the  railroad  companies  need 
not,  therefore,  be  further  repelled. 

But  it  may  well  be  asked,  what  weight  is  to  be  given  to  any 
representations  made  by  gentlemen,  against  their  own  fellow 
citizens,  when  we  find  them  thus  blindly  hurling  charges  of  this 
character  without  a  particle  of  proof  to, support  them. 

ks  to  the  other  alleged  instruments  of  plunder,  bridge  com- 
panies, local  leased  lines,  stock  yard  companies,  construction 
and  supply  companies,  lighterage  companies,  elevator  and 
other  terminal  facility  companies,  what  shied  of  evidence  is 
there  in  this  case  to  support  the  charge  as  to  them  ?  And  how 
does  this  charge  look  in  the  light  of  Mr.  Blanchard's  testimony, 
touching  the  terminal  facilities  and  deliveries  furnished  the 
merchants  at  this  port,  without  cost  to  any  one  but  the  rail- 
road compay,  and  without  profit  to  any  one  but  the  merchant? 

The  fourth  specific  charge  is  : 

"  That  the  rights  of  the  stockholders  are  in  other  ways  dis- 
"  regarded." 

In  their  gloss  on  this  charge  the  gentlemen  refer  to  dealing 
in  proxies  as  an  abuse.  In  this,  as  in  their  other  charges, 
they  are  very  free  in  the  use  of  epithets.  "  Managing  ring" 
and  corrupt  management"  are  intended  to  be  applied  to  the 
managers  of  the  New  York  Central  and  New  York,  Lake  Erie 
&  Western  Companies.  They  are  mentioned  by  name  in  other 
parts  of  the  document,  and  designated  as  "  trunk  lines  "  in 
still  others,  while  the  main  purpose  of  the  "  Counsel  of  the 
Chamber  of  Commerce  "  has  apparently  been,  throughout  this 
whole  investigation,  to  assail  those  companies  and  their  man- 


3793 

agers,  especially  the  New  Tort,  Lake  Brie  &  Western,  and  its 
officers.  As  I  have  already  said,  it  would  be  indecorous  in  me 
to  assume  to  speak  for  the  officers  of  the  New  York  Central, 
for  not  only  I  am  not  their  counsel,  but  their  cause  is  in  much 
abler  hands.  But  so  far  as  the  managers  of  the  road  I  repre- 
sent are  concerned  I  need  not  remind  this  Committee  that 
these  epithets  are  wholly  misapplied,  and  their  use  by  the 
Chamber  of  Commerce  as  utterly  without  excuse  as  it  is  in 
violation  of  the  laws  of  good  taste  and  even  decency. 

On  the  gravamen  of  that  part  of  this  complaint  which  disap- 
proves of  dealing  in  proxies,  I  do  not  care  to  be  heard.  Mr. 
Jewett  has  himself,  while  on  the  stand,  said  all  that  is  neces- 
sary on  that  subject,  and  said  it  better  than  I  could.  Neither 
he,  nor  the  other  managers  of  the  Erie  Company  approve  or 
practise  the  system  of  buying  and  selling  proxies. 

But  the  curious  part  of  the  amplification  of  this  charge  is 
that  at  the  close,  which  exhibits  a  tender  solicitude  for  the  in- 
terests of  "  investors  "  and  stockholders.  This  is  certainly 
cool,  if  not  consistent.  No  stockholder  or  "  investor  "  having 
solicited  their  aid  or  interference,  and  they  having  put  on 
record  a  deliberate  proposition  for  a  law  which  would  have  for 
its  effect  a  "  scaling  down  of  these  present  obligations  "  and 
"  securities  "  two-thirds,  or  bankruptcy  as  the  alternative,  the 
gentlemen  here  affect  to  champion  the  rights  of  "  investors  and 
stockholders!"  Such  an  exhibition  benefits  nobody.  Neither 
does  it  hurt  any  one  except  the  actors  in  it.  Its  object  is  ap- 
parent. It  was  intended  to  enlist  the  stockholders  and  invest- 
ors in  a  crusade  against  their  own  property — a  crusade  which 
they  are  not  likely  to  engage  in  with  men  who  avow  their  readi- 
ness to  see  that  very  property  devoted  to  destruction. 

The  fifth  and  last  clause  or  "  count "  in  this  branch  of  the 
indictment  is  something  of  an  omnibus  character. 

1.  It  calls  for  posting  the  rates. 

2.  It  demands  the  establishment  of  a  "  unit  of  quantity, 
beyond  which  no  one  shall  have  lower  rates,  and  that  the 
rights  of  persons  who  ship  less  than  this  quantity  should  be 
defined,  and  rates  established  therefor." 

3.  It  objects  to  the  prevailing  classification  of  freight. 

4.  It  denounces  the  pooling  arrangements  generally,  and  es- 
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pecially  that  feature  of  them  which  recognizes  the  positions  of 
Philadelphia,  Baltimore  and  Boston. 

These  four  points  I  may  notice  hereafter. 

The  accusatory  matter  and  the  "  arguments  "  in  support  of 
it,  in  the  rest  of  this  general  charge  are  so  blended  together 
that  it  is  difficult  to  separate  them.  It  is  therefore  necessary 
to  cite  a  considerable  part  of  it  at  length  ;  omitting  what  may 
be  called  the  confiscation  clause,  which  I  have  already  referred 
to,  and  which  I  shall  recur  to  hereafter.  The  remainder  of 
the  clause  I  will  therefore  read  in  this  place  (p.  11) : 

"  The  pool  lines  have  also  established  differential  rates  be- 
"  tween  the  principal  seaboard  cities  and  western  points,  in 
"  which  occurs  the  curious  anomaly  of  Baltimore,  Philadel- 
"  phia  and  Boston,  all  being  accorded  lower  rates  than  New 
"  York,  the  first  two  ostensibly  because  their  distances  to 
"  western  points  are  shorter,  and  the  latter  because  its  dis- 
"  tance  is  longer,  or,  in  other  words,  because  Boston  has  the 
"  advantage  of  a  competing  road  (the  Grand  Trunk),  which  by 
"  reason  of  its  situation  cannot  enter  the  pools.  The  present 
"  managers  of  the  New  York  trunk  line  profess  to  be  power- 
"  less  to  remedy  this  discrimination,  because  they  say  to  give 
"  equal  rates  to  New  York  would  divert  business  from  other 
"  seaboard  cities,  and  this  would  bring  on  a^railroad  war. 
"  Yet  on  through  business  to  and  from  foreign  ports,  the  rate 
"  is  the  same  through  all  our  .seaboard  cities,  and  it  would 
"  seem  as  if  there  is  no  good  reason  why  it  should  not  be  so 
"  on  traffic  which  stops  at  the  seaboard.  As  regards  our  own 
"  City,  we  are  fully  convinced  that  New  York  merchants  are 
"  entitled  to  not  only  as  low,  but  even  lower  rates  on  west- 
"  bound  freight,  than  from  any  other  seaboard  city,  the  "  dis- 
"  tance  argument "  being  far  outweighed  by  the  preponder- 
"  ance  of  business  furnished  by  our  City,  and  by  other  con- 
"  siderations  well  known  to  railroad  experts.  It  is  a  fact  ad- 
"  mitted  among  railroad  men  that  it  costs  the  New  York  Cen- 
"  tral  Railroad,  distance  notwithstanding,  considerably  less  to 
"take  goods  from  the  seaboard  to  the  west,  that  it  does  either 
"  the  Baltimore  and  Ohio,  or  the  Pennsylvania  Railroad  ;  and 
"  if  the  doctrine  enunciated  by  Mr.  Vanderbilt.  in  one  of  his 
"  letters,  is  to  be  accepted,  which  is  substantially  that  the 
"  natural  advantages  of  New  York  must  be  abrogated  at  the 
"  dictation  of  the  Baltimore  and  Ohio  and  Pennsylvania  Rail- 
"  road,  in  order  to  prevent  a  railroad  war,  then  our  merchants 
"  must  look  forward  to  establishing  branch  houses  in  other 
"  seaboard  cities,  our  owners  of  real  estate  to  accepting  a 
"  further  reduction  upon  their  already  greatly  reduced  rentals 
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"  for  property,  our  municipal  authorities  to  a  reduction  in  tax- 
"  paying  power,  which  not  only  will  inevitably  compel  a  whole- 
"  sale  reduction  in  the  expenses  of  government,  but  also  im- 
"  pair  our  ability  to  pay  interest  upon  our  municipal  securities 
"  in  which,  through  the  savings  banks,  the  savings  of  the  peo- 
"  pie  are  largely  invested. 

"  The  late  Cornelius  Vanderbilt,  previous  to  his  death,  stated 
"  that  New  York  should  have  rates  for  railroad  transportation 
"  as  low  as  any  competing  city,  and  your  Committee  have  been 
"  loth  to  believe  that  the  present  managers  of  this  great  high- 
"  way  are  disposed  to  pursue  a  policy  which  is  not  only  unjust 
"  and  detrimental  to  New  York's  interests,  but  which  cannot 
"  fail  to  injure  their  own.  The  Erie  Canal,  doubtless,  concen- 
"  trates  a  large  business  at  New  York,  which,  during  the 
"  winter  months,  yields  a  large  revenue  to  the  railroads,  but 
"  the  Erie  Canal  cannot  contain  the  great  jobbing  trade  of  New 
"  York,  because  this  is  dependent  chiefly  upon  railroads  for 
"  the  distribution  of  its  merchandise  throughout  the  country ; 
"  with  this  once  diverted,  and  with  manufactories  of  many 
"  articles  firmly  established  in  the  interior,  the  property  of 
"  Mr.  Yanderbilt  and  of  other  citizens  will  depreciate  together. 
"  Thus  fyir  the  depreciation  has  been  all  on  one  side,  but  it 
"  cannot  always  be  so,  nor  can  Mr.  Vanderbilt,  even  if  so  dis- 
"  posed,  continue  to  maintain  rates  which  yield  8  per  cent. 
"  upon  a  largely  inflated  capital,  besides  a  personal  revenue 
''  scarcely  inferior,  derived  lrom  a  variety  of  subsidiary  corpo- 
"  rations  designed  to  deplete  the  revenues  of  his  road  before 
"  they  reach  the'  stockholders.  No  one  can  have  failed  to 
"  notice  the  diversion  of  our  jobbing  trade  above  alluded  to ; 
"  the  changes  which  have  taken  place  in  the  .dry  goods, 
"  grocery,  hardware,  and  other  leading  trades  are  enormous, 
"and  it  may  safely  be  said  that.  New  York  jobbing  houses 
"  generally  are  at  the  present  time  doing  business  on  unsatis- 
"  factory  margins,  which  they  are  forced  to  do  in  order  to  make 
"  up  for  the  discrimination  against  them  in  freights,  and  this 
"  is  perhaps  the  least  injurious  feature  of  the  situation,  the 
"  loss  of  prestige  being  even  more  hurtful  than  the  actual 
"  money  loss.  All  New  York  jobbers  know  that  the  '  differ- 
"  ence  in  freights '  is  constantly  and  effectively  used  as  an 
"  argument  against  them,  both  by  the  interior  jobbers  who  are 
"  favored  with  low  special  rates,  and  also  by  the  distance  dis- 
"  crimination  in  favor  of  other  seaboard  cities.  This  is  a  phase 
"  of  the  transportation  question  not  generally  appreciated  ; 
"  some  persons  cannot  understand  that,  with  our  export  figures 
"  so  satisfactory,  there  can  be  much  cause  for  complaint :  but 
"  most  of  the  produce  exported  merely  passes  through  on  its  way 
"  to  a  foreign  market,  yielding  but  little  profit  to  New  York,  while 
"  a  jobbing  or  distributive  trade  of  smaller  proportions  is  much 
"  more  remunerative.     The  railroads  apparently  care  nothing 
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"  for  the  jobbing  trade  of  New  York  so  long  as  they  can  secure 
"  the  large  export  and  import  trade,  and  also  charge  the  present 
"  enormous  local  rates  to  the  people  of  this  State  ;  but  this 
"  policy  is  most  detrimental  to  New  York  City,  and  the  lack  of 
"  prosperity  for  this  City  means  a  poorer  market  for  the  pro- 
"  ducers  of  this  State  and  an  inability  on  its  part  to  contribute 
"  a  million  of  dollars  per  annum  more  than  its  pro  rata  share 
"  to  maintain  the  public  schools  of  the  State  ;  this  the  mem- 
"  bers  from  the  interior  of  the  State,  who  were  free  from  rail- 
"  road  influence,  and  who  voted  for  the  investigation,  doubtless 
"  fully  understood. 

"  Your  Committee  believe  that  New  York  has  a  prior  claim 
"  to  this  trade,  as  it 'first  settled  and  naturally  belongs  here. 
"  The  railroads  have  no  right  to  break  up  the  jobbing  trade  of 
"  this  City,  and  transfer  it  to  the  interior  either  of  our  own  or 
"  other  States,  nor  do  we  think  they  have  the  right  to  so  dis- 
"  criminate  between  large  and  small  shippers  as  to  prevent  the 
"  latter  choosing  in  what  market  they  will  make  .their  pur- 
"  chases." 

I  pass  for  the  present  that  part  of  this  clause  which  involves 
a  consideration  of  the  propriety  of  the  pooling  arrangements 
which  have  been  entered  into  by  the  companies.  lJutlshall 
ask  attention  here  to  the  alleged  depression  of  the  interests 
of  the  City  of  New  "Xork,  charged  on  the  railroads,  and  I  shall 
do  this  in  connection  with  portions  of  the  opening  statement  of 
the  "  Counsel  of  the  Chamber  of  Commerce,"  and  some  other 
utterauces  on  the  same  point.  I  shall  also  refer  to  some  of 
the  evidence  given  before  this  Committee,  touching  some  par- 
ticular branches  of  business  which  it  is  alleged  that  the  policy 
of  the  railroads  has  destroyed  or  injured,  to  the  damage  of 
the  ,City-     These  are  the- — 

1.— Jobbing  Trade. 

2. — The  Grain  Trade,  and 

3.— The  Milk  Trade. 

I  shall  have  to  invoke  the  indulgence  of  the  Committee  by 
going  a  little  into  detail  on  one  or  two  of  these  topics.  As  the 
memorial  on  which  you  were  appointed  originated  here,  and 
has,  for  one  of  its  alleged  objects,  the  correction  of  evils  which 
are  said  to  be  peculiarly  felt  here,  it  is  proper  to  consider  this 
branch  of  the  investigation  at  some  length. 

Dangers  threatening,  or  which  are  supposed  to  threaten,  the' 
supremacy  of  New  York,  as  the  commercial  metropolis  of  the 
country,  are  a  favorite  or  at  least  a  common  topic.  It  certainly 
is  not  a  new  one.    It  will  be  instructive  to  see  how  it  is  some- 
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times  treated,  even  by  able  men.  One  conspicuous  instance 
will  stand  for  a  type  of  many.  I  refer  to  an  extract  of  a  speech 
delivered  at  Albany,  by  ex-Governor  Seymour,  in  April,  1878. 
It  was  seized  upon  soon  after  by  the  counsel  for  our  accusers, 
and  incorporated  into  a  speech  of  his  own,  delivered  at  Stein- 
way  Hall,  April  19,  1878.     The  ex-Governor  said  : 

"  There  is  ground  for  the  fear  felt  in  New  York,  that  a  great 
"  part  of  its  trade  will  be  turned  from  the  City.  It  has  lost 
"  much  of  what  gave  it  wealth.  A  large  share  of  the  grain 
"  from  the  west,  which  once  sought  its  port,  is  now  sent  to 
"  rival  points.  The  plans  and  pools  of  the  railroads  all  tend 
"  to  harm  the  City.  The  fall  in  real  estate  is  due  in  part  to 
"  causes  which  are  felt  all  over  the  land.  They  may  pass  away, 
"  but  there  is  no  doubt,  if  there  is  no  check  to  the  change  now 
"  going  on,  it  will  stop  its  growth  and  break  down  its  wealth 
"  and  strength.  The  railroads  do  not  give  it  the  trade  it  had  when 
"the  watei-ivays  loere  the  main  routes." 

Now,  I  beg  leave  to  say  that  no  man  has  more  respect  for 
the  talents  and  integrity  of  Horatio  Seymour  than  I.  I  know 
him  to  be  a  man  of  wide  range  of  thought,  a  good  citizen,  and 
an  upright  Christian  gentleman.  But  his  fame  will  not  be  en- 
hanced by  such  utterances  as  .this.  1  examine  his  remarks  at 
some  length,  for  they  are  a  type  of '  the  style  of  dealing  with 
the  trade  of  New  York  City  and  its  relations  to  the  country, 
past  and  present,  which  prevails  to  a  considerable  extent. 

The  point  of  the  extract  is,  that  the  operations  of  the  rail- 
roads injure  the  City ;  and  in  support  of  this  idea  he  says,  that 
"  the  railroads  do  not  (jive  it  the  trade  it  had  luhen  the  water-icays 
"  were  the  main  routes."  Of  course  he  does  not  mean  that  New 
York  has  less  trade  than  formerly,  but  that  she  has  less 
as  compared  with  her  rivals  on  the  seaboard.  The  reason 
he  gives  is,  in  one  sense,  true  ;  but  as  applied  to  the  exist- 
ing and  inevitable  condition  of  things,  it  is  utterly  mis- 
leading. He  apparently  seeks  to  hold  the  railroads  of  the 
State  responsible  for  the  fact  that  the  lakes,  the  Erie  Canal  and 
the  Hudson  River  no  longer  give  New  York  City  a  monopoly  of 
the  trade  from  the  Great  West  and  the  still  greater  JS orthwest. 
It  is  indeed  true  that  the  City  once  commanded  that  entire 
trade,  or  nearly  all  of  it.  There  was  no  other  practicable  way 
of  reaching  that  vast  region  from  the  seaboard  except  ,over 
these  three  continuous  water  lines,  the  last  of  which  termi- 
pated  at  New  York  Gitjy,     T|?e  West  was  waUed  off  from  Penn,-. 
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sylvania  and  Baltimore,  and  Boston  had  no  western  communi- 
cation. The  Welland  Canal  was  not  opened  till  nine  years 
after  the  Erie  Canal  was  in  full  operation,  and  when  it  was 
opened  it  transported  very  little  that  sought  a  market  beyond 
Quebec.  New  York,  therefore,  was  at  the  end  of  a  vast  tun- 
nel, the  long  spout  of  which  was  the  river  and  canal,  and  the 
expanded  and  gathering  portion  the  great  lakes  and  all  the 
country  which  bordered  on  them,  or  discharged  its  products 
on  their  shores  for  transportation  to  the  seaboard.  All  the 
supplies  which  went  to  the  same  region  entered  the  spout  of 
the  same  tunnel  at  New  York  and  passed  to  their  destination 
westward.  This  happy  state  of  things  would  have  continued 
but  for  the  invention  and  perfection  of  railroads  as  means  of 
transportation.  But  Divine  Providence,  operating  through  the 
ingenuity  of  man,  decreed  otherwise,  and  to  some  extent,  su- 
perseded "  the  water-ways"  as  "the  main  routes."  This  would 
have  been  the  result  had  the  managers  of  the  railroads,  from 
Presidents  down  to  coal  stokers  and  switchmen,  been  drawn 
from  the  highest  ranks  of  the  celestial  world,  and  their  policy 
been  regulated  by  a  Divine  code  as  minute  as  that  in  the 
Book  of  Deuteronomy.  But  the  railroads  have  not  abolished 
or  injured  the  water-ways  as  main  routes  in  any  direct  or 
blameworthy  sense.  The  lakes,  the  canal,  and  the  Hudson 
Biver  are  all  in  their  original  places,  and  bear  millions  of  tons 
of  freight  to  the  City  of  New  York  every  year  at  cheaper  rates 
than  are  paid  by  any  other  merchants  on  the  globe.  It  is  true 
that  one  witness  at  Buffalo  (Niles  Case,  p.  2383)  stated  that  at 
one  time  the  canal,  as  a  means  of  transportation,  was  well 
nigh  filled  up  and  ruined  under  the  contract  system  inaugu- 
rated and  long  fostered  by  the  State. 

He  says  that  a  large  amount  of  tonnage  was  thus  compelled 
to  leave  the  canal  and  seek  the  railroads.  But  even  this  hos- 
tile witness  and  devotee  of  the  canal  does  not  blame  the  rail- 
roads for  this. 

But  the  explanation  of  the  difficulty  under  which  New  York 
labors  in  the  particular  under  consideration,  is  simple  and  near 
at  hand.  The  railroad  system  of  the  country  has  changed  her 
relations  to  the  West  and  Northwest — the  great  producing 
region — becoming  more  and  more  every  day  the  great  con- 
suming region.  The  railroad  system  has  leveled  the  moun- 
tains which  once  walled  off  Philadelphia  and  Baltimore  from 
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that  region,  and  has  brought  Boston  into  direct  connection 
with  it  by  several  routes.  The  result  is  just  what  would  have 
happened  had  three  canals  been  opened,  one  each  from  Lake 
Erie  or  Lake  Michigan  to  Baltimore  and  Philadelphia,  and 
one  from  Lake  Erie  to  Boston.  A  portion  of  the  commerce 
which  had  theretofore  flowed  to  New  York  would  have  gone 
through  these  ri^al  water  routes  to  each  of  these  rival  seaboard 
cities.  The  western  or  open  end  of  the  tunnel  I  have  de- 
scribed, would  have  been  as  effectually  tapped  as  it  has  been 
by  the  railroads  running  from  the  West  and  Northwest  to  those 
cities,  and  the  comparative  flow  and  volume  discnarged  would 
have  been  diminished  at  the  spout.  The  effect  upon  New  York 
would  have  been  precisely  of  the  same  nature,  though  perhaps 
more  troublesome. 

New  York  is  now  practically  confronted  with  this  state  of 
things.  Railroads  from  the  West  to  Boston,  Philadelphia  and 
Baltimore,  have  been  built,  and  will  be  used.  It  is  not  possible 
for  New  York  to  have  that  essential  monopoly  of  trade  with 
the  interior  of  the  country  which  she  had  "  when  the  water- 
ways were  the  main  routes."  To  denounce  the  railroad  com- 
panies, or  mourn  that  the  water  routes  no  longer  give  New 
York  a  monopoly,  is  as  useless  and  absurd  as  for  the  inhab- 
itant of  Egypt  to  curse  the  railroad  from  Cairo  to  Alexandria, 
and  mourn  that  his  camels  and  dromedaries  no  longer  kneel  to 
receive  their  burden  of  merchandise  and  jewels,  the  transport- 
ation of  which  he  once  monopolized  between  those  two  cities. 

I  shall  recur  to  the  relation  of  New  York  to  the  other  cities 
of  the  seaboard  hereafter,  in  connection  with  another  branch 
of  the  discussion. 

But  I  will  mention  in  this  place,  a  striking  example  of  the 
effect,  on  a  city  long  enjoying  a  monopoly  of  trade,  of  opening 
new  lines  of  communication  to  rival  cities.  Down  to  1S69, 
San  Francisco  had  a  monopoly  of  the  trade  on  the  Pacific 
Coast.  Distance  and  two  chains  of  mountains  shut  off  all 
competition  from  the  East.  Even  the  Indian,  with  his  toma- 
hawk and  scalping  knife,  stood  between  the  San  Francisco 
merchant  and  his  customer,  and  the  merchant  of  Chicago,  St. 
Louis,  and  every  other  eastern  point.  The  metropolis  of  the 
Pacific  slope  enjoyed  an  absolute  monopoly  of  trade  as  far 
East  .as  the  eastern  slope  of  the  Bocky  Mountains.  But  the 
moment  the  Union  and  Central  Pacific  roads  were  opened  all 


5800 

this  changed.  The  monopoly  of  San  Francisco  was  gone. 
Business  on  every  inch  of  ground  east  of  the  Sierra  Nevada 
Mountains,  and  west  of  the  Laramie  Valley,  was  competed  for 
by  commercial  travelers  from  St.  Louis  and  Chicago,  especially 
from  the  latter.  Her  enterprising  scouts  of  trade,  who  will 
scent  a  customer  h.ilf  across  a  continent,  penetrated  these 
regions  for  the  first  time,  and  undersold  the  San  Francisco 
merchant  at  his  own  doors.  For  a  time  the  trade  of  the  latter 
City  was  sorely  depressed,  and  the  statesmen  of  California 
could  have  uttered  the  same  complaint  we  have  heard  here — 
"  The  railroads  do  not  give  San  Fraucisco  the  trade  she  had 
when  the  water-ways  were  the  main  routes.'' 

But  in  treating  the  complaint  of  the  Chamber  of  Commerce 
and  their  counsel  on  this  point,  it  is  necessary  to  follow  them 
into  particulars.  In  the  passage  last  cited  from  their  indict- 
ment, they  dwell  with  emphasis  on  the  decay  of  the  "jobbing 
trade."  Their  counsel  has  supplemented  the  complaint  with 
some  figures,  intended  to  bear  on  the  general  question  which 
embraces  this  particular  subject,  and  I  scrutinize  them  with 
some  care,  as  it  is  a  "  specimen  brick  "  from  the  main  edifice, 
which  he  has  been  four  years  in  erecting,  and  furnishes  a  fair 
illustration  of  the  manner  in  which  this  subject  of  the  "  decay- 
ing trade  of  New  York"  is  treated.     He  says  (p.  109)  : 

"  Let  me  now  draw  your  attention  to  the  evils  which  our  rail- 
"  way  system  have  brought  upon  us  as  a  concomitant  of  the 
"  good  that  they  have  conferred.  See  for  one  moment  how 
"  splendid  was  the  growth  of  New  York  City  after  the  com- 
"  pletion  of  the  canal. 

"  The  canals  were  opened  early  in  1820.  The  population  of  the 
•'  City  of  New  York  was  then  about  123,000.  In  ld30  it  rose 
"  to  202,000,  an  increase  of  about  78  per  cent.  In  1840  it  rose 
"  to  312,000,  an  increase  of  about  60  per  cent.  In  1850  it  rose 
"  to  515,000,  an  increase  of  about  70  per  cent.  In  1860  it  rose 
"  to  813,000,  an  increase  of  about  60  per  cent. 

"  In  I860  the  consolidation  of  the  railways  may  be  said  to. 
"  have  been  about  completed.  Through  lines  were  then  estab- 
"  lished  and  from  1860  to  1870  the  rate  of  increase  fell  from 
"  about  60  per  cent,  to  about  11  per  cent,  the  population  in 
"  1870  reaching,  according  to  the  United  States  census,  to 
"  942,000. 

"  Let  us  now  look  at  Philadelphia  statistics.     From  1850  to 
"  1860,   the   population  rose   from  408,000  to  565,000,  an  in- 
"  crease  of  38  per  cent.     From  1860  to  1870,  the  population. 
"  rose  from  565  to  670,000,  an  increase  of  18  per  cent. 
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"  Baltimore  statistics  show  that  from  1850  to  1360  the  popu- 
•;  iation  rose  from  210,00  to  266,000,  an  increase  of  26  per 
"  cent.  From  1860  to  1870  the  population  rose  from  266,000 
"  to  330,000,  an  increase  of  24  per  cent. 

"  Boston  statistics  show  that  from  1850  to  1860  the  popula- 
"  tion  rose  from  144,000  to  192,000,  an  increase  of  33J  per 
"  cent. ;  from  I860  to  1870  the  population  rose  from  192,000  to 
270,000,  an  increase  of  40  per  cent." 

I  do  not  understand  the  gentleman  when  he  says  :  "  The 
canals  were  opened  early  in  1820."  The  first  canal  opened 
in  this  State  was  the  Cuamplain— in  1822.  The  Erie  Canal 
was  opened  in  1825,  according  to  all  the  records  I  have  seen. 
But  the  date  is  not  of  essential  importance  here. 

The  statement  of  the  increase  of  New  York  City  proper,  in 
population,  is  accurately  given  in  round  numbers,  except  that 
in  the  year  I860,  it  was,  according  to  the  Federal  census,  805,- 
658,  instead  of  813,000,  as  he  gives  it.  The  number  was  in- 
creased to  this  latter  figure  by  including  the  temporary  occu- 
pants of  Blackwell's,  Ward's  and  Bandall's  Island.  But  the 
discrepancy  is  not  important. 

In  order  to  estimate  properly  the  pertinency  and  accuracy 
of  the  gentlemau's  figures,  it  will  be  well  to  examine  them 
with  some  care,  and  add  some  that  he  has  omitted.  I  there- 
fore give  a  corrected  and  more  complete  table. 

Increase  of 

Philadelphia.  Baltimore.  BoaLon. 

1820  to  1830 ■ 30  per  cent.  30  per  cent.  42  per  ceiit. 

1830  to  1840 37     "       "  25     "       "  52     "       " 

1840  to  1850    57     "       "  66     "       "  46     "       " 

1850tol8f>0 38     "       "  26     "       "  30     "       " 

1860  to  1870 ; 19     "       "  30     "       "  15     "       " 

An  inattentive  observer,  on  looking  at  the  Federal  census, 
might  conclude  that  Boston  had  gained  more  than  15  per  cent, 
between  the  years  1860  and  1870.  Indeed,  the  gentleman  gives 
her  increase  at  40  per  cent.  But  he  has  fallen  into  an  error 
by  failing  to  notice  that  lioxbury  and  Dorchester  were  both 
annexed  to  Boston  between  1860  and  1870,  thereby  adding 
47,981  inhabitants  to  the  principal  city  thus  enlarged. 

Now  it  will  occur  to  the  most  superficial  observation  that,  if 
the  census  of  population  of  New  York  had  been  increased  be- 
tween 1860  and  1870  by  the  addition  of  Brooklyn,  with  its 
396,000  inhabitants,  and  Jersey  City,  with  its  82,000,  the  re- 
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suit  would  be  wholly  different  from  that  sought  to  be  impressed 
on  this  Committee.  This,  with  the  increase  of  New  York 
proper,  would  give  her  then  a  population  of  1,320,000,  or  an 
increase  of  62^  per  cent,  between  1860  and  1870,  This  would 
be  precisely  parallel  to  the  process  by  which  Boston,  in  the 
gentleman's  table,  is  made  to  show  an  increase  of  over  40  per 
cent. 

But  the  fair  way  is  to  take  only  the  increase  of  Brooklyn  and 
Jersey  City  between  the  years  named  (183,000)  and  add  it  to 
the  increase  of  New  York  proper  between  the  same  years  (129.- 
000),  and  it  will  show  an  actual  addition  essentially  belonging 
to  the  city  and  depending  upon  its  business  for  occupation  and 
and  income  of  over  28  per  cent. 

But,  further  than  this,  owing  to  the  peculiar  situation  of 
New  York,  the  population  properly  pertaining  to  it  has,  since 
the  railroads  ending  here  were  completed,  overflowed  the  cor- 
porate limits  of  the  city  in  every  direction  other  than  Brook- 
lyn or  Jersey  City,  and  consequently  there  is  a  much  larger 
number  of  inhabitants  in  outlying  and  near  towns,  whose  active 
and  pecuniary  interests  and  occupations  are  pursued  within  it, 
than  can  be  found  connected  with  any  other  American  city. 
The  number  of  these  people  of,  but  not  credited  to,  New  York 
exceed  150,000,  excluding  such  cities  as  Newark  and  Paterson. 

And  it  is  perfectly  well  known  that  the  growth  of  these 
places  between  1860  and  1870  was  much  more  rapid  than  that 
of  the  city  proper. 

The  topography  of  New  York  rendered  its  business  quarters, 
before  the  elevated  roads  were  opened,  more  accessible  to 
those  living  within  many  of  the  places  referred  to,  than  to 
those  living  in  the  upper  part  of  the  city  limits.  The  con- 
clusion is  irresistible,  that  the  business  population,  drawing 
its  life  from,  and  contributing  its  energies  to,  New  York,  in- 
creased in  a  greater  ratio  between  1860  and  1870,  than  that  of 
any  of  her  seaboard  rivals.  The  statement  of  the  gentleman 
is  therefore  entirely  misleading. 

The  gentleman  further  remarked  : 

"  In  1860  the  consolidation  of  the  railways  may  be  said  to 
"  have  been  about  completed.  Through  lines  were  then  es- 
"  tablished,  and  from  1860  to  1870  the  rate  of  increase  fell 
"  from  60  per  cent  to  about  11  per  cent. ;  the  population  in 
"  1870  reaching,  according  to  the  United  States  Census,  942,- 
"  000  "  (p.  109). 
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Perhaps  I  do  not  comprehend  this  statement  properly.  The 
only  "consolidation"  of  importance  that  had  taken  place  be- 
fore or  in  1860  was  that  of  the  New  York  Central.  That  this 
had  any  tendency,  between  the  years  1860  and  1870,  to  retard 
the  growth  of  New  York,  no  sane  person  can  believe.  Even  if 
her  rate  of  increase  had  fallen  off  between  those  years  to  11 
per  cent.,  as  the  gentleman  states,  it  could  by  no  possible  in- 
genuity be  traced  to  the  merger  of  these  several  links  into  one 
continuous  line.  It  must  have  had  a  contrary  effect,  if  any  at 
all.  The  same  is  true  of  the  increased  connections  of  the  Erie 
prior  to  1860. 

Of  course,  the  consolidation  of  the  Pennsylvania  system  in 
June,  1869,  and  that  of  the  .Baltimore  and  Ohio,  after  1872 
and  1874,  by  which  "  through  lines  were  established,"  could 
not  have  retarded  the  growth  of  New  York  between  1860  and 
1870,  either  actually  or  relatively. 

Under  the  pressure  of  these   simple  and  undeniable   facts, 
this  cardboard  castle,  which  the  gentleman  has  set  up  and 
sought   to   support  by  an   array   of  "statistics,"   is   literally- 
ground  to  powder. 

In  this  connection  it  will  be  instructive  to  glance  at  the 
growth  of  several  western  cities  during  the  period  covered  by 
the  gentleman's  illusive  statistics. 

CHICAGO. 
1840,  pop.    4,853. 

1850,     "       29,963 — Increase  in  the  ten  years,  519  per  cent. 
1860,     "     112,172  "  "  274 

1810,      '     299,000  "  "  167 

The  present  estimated  population  is  600,000 ;  an  increase  in  9  years,  of  64  per 
cent. 

ST.  LOUIS.1 
1830,  pop.    6,000. 

1840,      '     16,500 — Increase  in  the  ten  years  175  per  cent. 
1S50,     •'     78,000  '*  "  273 

1860,     "  161,000  "  "  i06 

1870,     "  311,000  "  "  93 

(I  have  given  round  numbers).     The  present  population  of  St.  Louis  is   esti 
mated  at  500,000 ;  an  increase,  in  9  years,  of  60  per  cent. 

CINCINNATI. 
.   1820.  pop.     9,602. 
1830,     "      24,831 — Increase  in  the  ten  years  154  per  cent. 

1840,     "       46,338  "  "  86 

1850,     "     115,436  "  "  146 

1860,     "     161,044  *'  "  89 

1870,     "    216,239  "  »  34       « 
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MILWAUKEE. 
1840,  pop.  1.712. 

1850,     "     20,061 — Increase  in  the  ten  years  1,065  per  cent. 
1860,     '■     45,246  '  "  126 

1870,     "     71,440  "  "  58 

In  1874  the  estimated  population  was  90,000  to  100,000;  an    increase  in   the 
4  years  of  about  40  per  cent. 

To  these  cities  I  may  add  San  Francisco,  for  that  it's  a  rival 
of  New  York,  and  has  intercepted  some  of  her  jobbing  trade, 
as  I  will  show  before  I  get  through  with  this  branch  of  the 
subject.  Thirty-one  years  ago  San  Fraucisco  had  1,000  in- 
habitants ;  now,  she  has  300,000. 

These  figures,  of  course,  present  nothing  new  to  this  Com- 
mittee. Tkev  are,  nevertheless,  full  of  significance  in  their  re- 
lation to  the  altered  circumstances  by  which-  the  City  of 
New  York  has  been  confronted  for  several  years  past,  and  will 
be  for  all  time  to  co:^)e.  Other  western  cities  might  be 
mentioned,  whose  character  and  position  have  the  same  rela- 
tion to  the  point  I  am  illustrating,  but  those  named  are  suffi- 
cient for  my  purpose. 

These  western  cities  are  full  of  the  life  and  vigor  of  early 
manhood,  and  their  busines  is  conducted  by  men  of  unsur- 
passed energy  and  sagacity.  They  have  become  centres  of 
large  and  increasing  populations,  and  of  vast  regions  abounding 
in  all  the  resources  of  wealth  and  power.  They  are  rapidly 
becoming  the  centres  of  capital.  To  suppose  their  enterpris- 
ing merchants  will  be  content  to  retail  and  depend  upon  those 
of  New  York  City  to  import  and  job  for  them,  is  -what  the 
Scriptures  call  a  "  vain  imagination. " 

They  laid  their  plans  nearly  ten  years  ago  to  avoid  that 
dependence  on  the  City  of  New  York.  At  their  solicitation, 
Congress,  July  14,  1870,  passed  a  law  authorizing  the  trans- 
portation of  imported  goods  in  bond  from  New  York,  Boston, 
Philadelphia,  Baltimore,  Portland,  (Maine,)'  Port  Huron,  De- 
troit, Toledo  and  San  Francisco,  to  Chicago,  St.  Louis,  Evans- 
ville,  Louisville,  Cleveland,  Portland,  (Oregon),  Memphis,  and 
other  inland  cities.  The  act  has  still  a  wider  range  in  its 
practical  operation.  Under  its  provisions,  goods  can  be,  and 
are,  taken  in  bond  through  New  York  to  nearly  every  pro- 
minent point  in  the  interior.  The  result  is  that  a  large  and 
increasing  jqbbing  faftde  has  gupwn  up  in  these  inland  cities, 
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especially  in  Chicago.  Tkey  can  obtain  foreign  goods  in  bond 
through,  all  the  other  principal  Atlantic  cities,  by  through 
lines  of  transportation.  The  result  is  frankly  admitted  by 
Farrington,  the  first  witness  called  on  this  subject  of  the 
decay  of  the  jobbing  trade. 

He  gives,  it  is  true,  other  reasons,  most  of  which  have  no 
relation  whatever  to  rates  on  the  railroads.  His  testimony 
will  be  found  in  the  record,  pp.  299  to  304.  The  only  other 
witness  on  this  subject  is  Eobert  F.  Austin  (pp.  312  to  316,) 
though  his  testimony  has  little  significance.  This  is  all  from 
the  jobbers  of  New  York. 

The  Committee  has  not  failed  to  notice  the  absence  of  near- 
ly all  the  heads  of  the  great  jobbing  houses  of  this  City  from 
this  investigation. 

Now,  it  is  obvious  that  the  great  change  in  the  jobbing 
trade  of  New  York  has  been  wrought  by  the  transfer  of  a 
great  part  of  it  to  these  great  western  cities,  a  change  with 
which  the  railroads  have  nothing  whatever  to  do,  except  to 
transport  the  goods  in  bond,  or  in  wholesale  quantities,  at  the 
order  of  the  western  importer  and  jobber,  who  prefers  to  do 
that  business  himself,  instead  of  resorting  to  a  New  York 
merchant. 

To  say,  as  the  Chamber  of  Commerce  memorial  does,  that 
"  The  railroads  have  no  right  to  break  up  the  jobbing  trade  of 
this  city,"  and  that  "  New  York  has  a  prior  claim  to  this  trade, 
as  it  first  settled  and  naturally  belongs  here,"  is  to  use  words 
in  the  loosest  and  most  inconsequential  manner. 

The  following  extract  from  the  article  on  the  Commerce  of 
the  United  States,  in  Appleton's  Annual  Cyclopedia  for  1878, 
is  a  pregnant  illustration  of  the  way  trade  is  transferred  from 
one  centre  to  others  under  a  change  of  circumstances. 

"  Tne  tea  trade  of  the  United  States  has  been  undergoing  a 
"  considerable  revolution  of  late,  and  the  principal  importing 
"  houses,  once  firmly  seated  in  New  York,  have  seen  their 
"  trade  diverted  into  a  new  channel.  Closer  communication 
"  with  the  East  by  telegraph  and  the  transcontinental  rail- 
"  ways,  have  enabled  the  primary  markets  in  the  Oriental 
"  ports  to  supplant  the  old  centre  of  trade  in  America.  Jobbers 
"  and  large  grocers  can  send  their  orders  directly  to  the 
"  Eastern  (Oriental)  cities.  Intelligence  is  transmitted  so 
"  rapidly  that  the  market  is  constantly  well  stocked  and  the 
"  margin  of  profit  is  small.  San  Francisco  has  become  an 
"  important  entrepot,  and  supplies  much  of  the  western  trade ; 
35 
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"  while  New  York,  instead  of  being  the  central  market,  as  it 
"  once  was,  is  only  the  distributing  point  for  the  goods  un- 
"  shipped  there." 

I  may  have  occasion  to  refer  to  this  example  hereafter.  But 
I  introduce  it  here  for  the  pupose  of  showing  that  a  new  city, 
scarcely  30  years  old,  3,300  miles  from  New  York,  has  become 
her  rival  for  the  jobbing  trade  in  tea.  And,  beyond  this,  that 
Oriental  cities,  more  than  13,000  miles  distant,  have,  through 
a  change  in  the  modes  and  lines  of  transportation,  and  the 
facilities  for  interchanging  intelligence,  deprived  New  York  of  a 
large  share  of  an  imported  branch  of  business.  Mr.  Schultz 
will  have  to  file  indictments  against  the  Pacific  Mail-Steamship 
Company,  the  Union  and  Central  Pacific  Eailroad  Companies 
and  the  telegraph  "  system  "  of  the  world,  for  being  particeps 
crirninis  in  destroying  the  jobbing  trade  of  New  York. 

To  restore  the  monopoly  of  the  jobbing  trade  which  New 
York  once  had,  would  be,  or  to  have  continued  it  here  would 
have  been,  as  impossible  as  to  transfer  the  grain  lands  of  the 
West  to  the  seaboard,  or  carry  the  shores  of  the  Atlantic  to 
the  Mississippi  Valley.  To  charge  the  railroads  of  this  State 
with  any  improper  agency  in  producing  results  which  inexora- 
bly follow  from  the  great  movements  of  population  and  trade, 
and  the  development  of  the  interior  of  the  country,  is  as 
absurd  as  it  is  unjust. 

New  York  has  no  doubt  felt  the  loss  of  a  considerable  part  of 
this  branch  of  trade,  from  the  obvious  causes  which  I  have 
mentioned.  But  she  has  suffered  much  more  in  other  ways, 
for  which  the  railroads  are  no  more  responsible  than  they  are 
for  this  loss  of  business.  For  six  years  she  has  suffered  from 
the  general  stagnation  of  business  in  the  country  at  large.  For 
nearly  twenty  years  she  has  been  plundered  by  municipal  thieves 
on  a  scale  as  much  surpassing  similar  thefts  in  other  cities,  as 
she  surpasses  the  latter  in  wealth.  So  extensively  have  her 
resorces  been  wasted  by  her  civil  authorities,  that  to  prevent 
an  increase  of  her  enormous  debt  of  $130,000,000,  an  effort  has 
been  made  to  limit  their  power  by  limiting  municipal  suffrage, 
an  experiment  so  inconsistent  with  the  theory  of ,  our  system 
of  goverment  as  recognized  and  practiced  by  both  the  great 
divisions  of  political  opinion  in  the  country,  that  it  of  course 
failed. 

But  this  City  has  suffered  more  from  the  absolute  destruc- 
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tiOQ  of  her  shipping  interests  than  all  other  causes  com- 
bined. Her  ships,  her  shipyards,  her  shipbuilders,  her 
riggers,  her  caulkers,  her  dealers  in  shipbuilding  materials,  her 
native  seamen,  her  sail-makers,  her  princely  shipping  mer- 
chants, whose  great  commercial  houses,  founded  and  located 
here,  had  connections  all  over  the  globe,  and  whose  keels 
ploughed  every  sea,  have  nearly  all  disappeared.  Her  foreign 
commerce  is  carried  almost  exclusively  in  foreign  bottoms  both 
export  as  well  as  import.  This  vast  business,  in  which  nearly 
every  one  of  the  great  merchants,  whose  portraits  hang  on  the 
wall  of  the  room  where  this  Committee  has  held  many  of  its 
sittings,  won  their  wealth  and  distinction,  has  been  (tempora- 
rily I  trust)  lost  to  New  York.  Not  one  great  sail,  or  steam- 
ship line,  engaged  in  the  European  trade  is  owned  or  managed 
here.  The  local  agents  of  all  these  foreign  lines  necessarily 
labor  for  the  foreign  capitalists  who  own  them.  This  great 
branch  of  commerce  and  industry  has  been  transferred  to  Liver- 
pool, London,  Hull,  Cardiff,  Glasgow,  Southampton,  Bremen, 
Antwerp,  Havre  and  other  foreign  cities. 

I  need  not  vindicate  the  pertinency  of  these  considerations 
on  this  inquiry  into  the  dangers  which  are  alleged  to  threaten 
the  commercial  supremacy  of  the  City,  aijd  the  means  by 
which  those  dangers  may  be  averted. 

One  would  think,  and  may  be  pardoned  for  suggesting,  that 
the  Chamber  of  Commerce  of  New  York  could  be  better  em- 
ployed in  endeavoring  to  recover  this  vast  maritime  business 
to  what  was  once,  and  always  should  be,  one  of  the  greatest 
maritime  cities  on  the  globe,  than  in  fomenting  a  blind  war 
on  the  railroads  of  the  State,  which  are  the  sources  of  much 
that  remains  of  her  supremacy  and  power. 

But  the  supremacy  and  power  of  New  York  as  the  first  city 
on  the  continent  are  not,  nor  will  they  be  destroyed,  and  it  is 
neither  good  taste  nor  sound  policy  for  a  few  discontented 
merchants  or  statesmen  to  say  that,  because  she  no  longer  has 
a  monopoly  of  some  branches  of  trade,  or  because  she  no 
longer  has  the  only  freight  route  to  and  from  the  West,  her 
growth  is  to  stop  and  her  wealth  and  strength  to  break  down. 
She  is  still,  and  will  continue  to  be,  the  first  of  American  cit- 
ies. As  Mr.  Blanchard  well  remarked,  all  roads  lead  to  this 
greater  than  Rome.  Not  only  do  the  great  railways  of  this 
State  terminate  here,  but  those  of  other  States  also.     One  of 
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the  first  things  which  the  sagacious  mind  of  Col.  Scott  saw 
when  he  was  consolidating  what  is  called  the  Pennsylvania 
system  was  the  necessity  of  having  a  terminus  at  New  York. 
The  Baltimore  and  Ohio  also  connects  here.  The  Chesapeake 
and  Ohio  practically  ends  here  by  a  line  of  steamers.  The 
same  is  true  to  some  extent  of  the  Atlantic,  Mississippi  and 
Ohio.  All  the  Gulf  and  Atlantic  cities,  from  New  Orleans  to 
Norfolk,  have  lines  of  steamers  converging  here.  Indeed,  by 
means  of  through  lines  of  rail  and  water  communication,  the 
whole  country  and  its  resources  are  made  tributary  to  New 
York.  From  the  accumulation  of  capital  and  the  exchange  of 
commodities,  she  is  the  money  centre  of  the  Continent,  and, 
ultimately,  will  be  of  the  world.  She  still  has  it  in  her  power, 
by  insisting  on  the  repeal  of  the  destructive  legislation  of  the 
Federal  Government,  to  recover  her  lost  maritime  interests, 
and  become  the  first  maritime  city  of  the  earth.  These  and 
numerous  other  advantages  of  position  and  prestige  secure  to 
the  City  of  New  York  her  commercial  ascendency,  though 
some  cereals  may  be  exported  through  Boston,  Philadelphia 
and  Baltimore,  and  from  San  Francisco  ;  and  though  Chicago 
and  St.  Louis  may  divide  with  her  what  is  called  the  "  jobbing 
trade."  To  overlook  the  undeniable  and  indestructible  ad- 
vantages of  New  York  over  all  her  rivals,  and  croak  over  or 
ask  the  Legislature  to  reverse  the  inevitable,  is  as  weak  as  it 
is  futile. 

I  now  come  to  the  second  allegation  against  the  New  York 
railroads — that  their  policy  has  diverted  a  portion  of  the 
grain  trade  from  this  city  ;  or,  rather,  has  failed  to  retain  to 
this  city  all  the  increase  of  that  trade  throughout  the  coun- 
try. On  this  point  the  Counsel  for  the  Chamber  of  Commerce, 
in  his  opening  speech,  submitted  the  following  table,  portions 
of  which  he  verified  by  the  witness,  Walker,  the  statistician 
of  the  Produce  Exchange  (p.  546).  This  will  suffice  as  a  text 
for  what  I  have  to  say  on  the  subject,  without  wearying  you 
with  the  more  minute  and  elaborate  tables  in  the  volumes  to 
which  Mr.  Walker  referred  us,  and  which  are  in  evidence.  L 
therefore,  take  this  table  given  by  counsel : 
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COMPARATIVE   EeOEIPTS   OF   GBAIN  AT   FlVE   POETS — NEW  YoRK, 

Philadelphia,  Baltimore,  Boston,  and  Montreal,  from 
1870  to  1878. 

Total  Total  Total  Total 

receipts  receipts  receipts  receipts 

five  ports.-     New  York.     Philadelphia.    Baltimore. 

1870 124,461,841  69,924,175  15,307,011  13,819,101 

1871 158,805,433  89,543,673  20,102,425  17,389,443 

1872 166,429,653  90,930,336  24,117,150  20,571,499 

1873 174,525,321  92,137,971  24,949,157  19,099,517 

1874 ,192,452,353  107,273,158  24,625,591  24,936,208 

1875 179,875,321  93,895,082  28,195,330  22,048,569 

1876 212,013,864  95,949,252"  35,546,845  35,310,276 

1877 205,420,366  103,313,782  25,727,260  34,590,303 

1878 293,576,061  152,862,170  45,474,650  47,075,240 

The  Peecentage  of  these  Beceipts  are  as  follows  : 

New  York.   Philadelphia.    Baltimore.     All  but  N.  Y. 

1870 55.7  12.3  11.9  44.3 

1871 57.0  12.9  10.2  43.0 

1S72 5.3.4  14.2  12.2  46.6 

1873 52.8  14.3  11.2  47.2 

1874 55  8  12.8  12.9  44.2 

1875 52.3  15.7  12.2  47.7 

1876 45.8  16.8  17.7  54.2 

1877 50.3  12.5  16.8  49.6 

1878 52.06  15.4'..  16.04  47.94." 

(p.  110). 

It  will  be  sufficient  to  consider  the  percentages  in  this  table, 
decomposing  the  figures  in  the  right  hand  column,  and  thus 
showing  the  receipts  at  Boston  and  Montreal.  I  will  first  take 
the  year  1870;  That  year  New  York  received  55-^w  of  the 
whole,  Boston  and  Montreal  20TV,  Philadelphia  1'2T3T,  Balti- 
more 11TV 

In  1878,  New  York  received  52T$Tr,  Boston  and  Montreal 
16TW,  Philadelphia  15-fW,  and  Baltimore  lCy^.  It  thus  ap- 
pears that  in  1878,  as  against  1870,  New  York  lost  3TVir,  while 
Boston  and  Montreal  lost  4^^.  Philadelphia  gained  3-rV9^,  and 
Baltimore  4TW 

(A  minute  analysis  of  these  figures  will  show  a  slight  error 
in  the  fractions,  inasmuch  as  the  gain  of  Philadelphia  and 
Baltimore  does  not  quite  balance  or  equal  the  loss  of  New 
York,  and  Boston  and  Montreal  by  ^V-     Bu*  the  error  is  in 
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the  figures  given  by  the  gentleman,  and  not  in  my  computa- 
tions. I  have  no  means  of  correcting  the  discrepancy.  But  it 
is  not  important.) 

From  these  facts  it  will  be  seen  that  New  York  has  not 
suffered  from  the  rivalry  of  Montreal  and  Boston.  The  latter 
cities  have  lost  more,  relatively,  than  she  has. 

Philadelphia  and  Baltimore  have  comparatively  gained 
what  the  other  three  ports  have  comparatively  lost.  This  in- 
crease of  Philadelphia  and  Baltimore  is  the  particular  subject 
of  complaint. 

A  disinterested  and  unbiassed  observer  in  looking  at  the 
whole  field,  would  wonder,  not  that  New  York,  in  this  fierce 
struggle  for  business,  and  under  the  altered  circumstances,  has 
lost  so  much,  but  that  she  has  lost  so  little. 

Let  us  look  at  this  matter  in  the  light  of  undeniable  facts. 
I  have  already  shown  that  when  the  canals  and  Hudson  river 
were  the  only  outlets  for  western  cereals,  New  York  had 
virtually  a  monopoly,  the  route  to  her  being  hedged  in  by 
natural  barriers  which  her  rivals  had  no  power  to  break  down 
or  overleap.  The  opening  of  great  through  lines  of  railroad 
broke  down  these  barriers  and  at  once  changed  the  situation. 

Now,  it  is  alleged  that  New  York  commenced  to  experience 
the  effect  of  this  altered  state  of  things  in  1870.  It  will  be 
remembered  too  that  the  consolidation  of  that  great  net  work 
of  roads,  penetrating  all  parts  of  the  West,  known  as  the 
Pennsylvania  system,  took  place  in  June,  1869.  In  1872,  the 
Baltimore  &  Ohio  Company  reached  Columbus,  Ohio.  In 
1874,  the  same  company,  at  an  expense  of  $30,000,000,  built 
an  independent  line  to  Chicago.  Thus,  from  the  summer  of 
1869,  down  to  the  present  time,  the  grain  trade  of  New  York 
has  been  exposed  to  competition  with  Philadelphia  and  Balti- 
more, which  have,  so  far  as  rail  transportation  is  concerned, 
a  great  advantage  in  distance  over  New  York.  To  many 
points  in  the  West  this  advantage  is  very  great,  and  to  all,  it 
is  considerable,  By  the  table  given  by  Mr.  Blanchard  in  his 
testimony  (p.  3107),  it  will  be  seen,  that  Philadelphia  is  nearer 
Chicago,  St.  Louis,  Louisville,  Cincinnati  and  Indianapolis, 
on  an  average,  that  New  York  is  by  her  longest  route,  201 
miles,  and  90  miles  nearer  than  her  shortest  route.  Balti- 
more is  254  miles  nearer  the  same  western  points  than  New 
York  by  her  longest  route,  and  154  miles  nearer  than  New 
York  by  her  shortest  route. 
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That  after  this  alteration  in  the  means  of  reaching  the 
West  by  these  two  rival  cities,  New  York  should  fail  to  in- 
crease her  percentage  of  receipts  as  much  as  Baltimore  and 
Philadelaphia  was  inevitable.  That  her  comparative  loss 
should  be  only  3-jVt  per  cent.,  and  the  comparative  Again  of 
Philadelphia  only  3^^,  and  Baltimore  only  4^^,  is  amazing, 
especially  when  the  difference  of  terminal  handling  in  favor 
of  the  latter  cities  is  considered.  That  the  position  of  New 
York  has  not  been  changed  very  much  more  for  the  worse  by 
these  formidable  circumstances,  is  beyond  all  question  due  to 
what  Mr.  Vanderbilt,  in  his  letter  to  the  Chamber  of  Com- 
merce of  April  18th,  1878,  properly  calls  "  the  desperate  strug- 
gle "  of  the  New  York  Central  and  Erie  roads  to  protect  New 
York — a  struggle  which  costs  these  companies  millions  of 
dollars. 

And  yet,  in  the  face  of  those  facts,  Mr.  Schultze  talks  about 
"  indicting  the  railroad  system  of  this  State."  Did  the  rail- 
road companies  of  New  York  build  the  roads  of  Pennsylvania 
and  Maryland  ?  Did  they  build  the  western  roads  with 
which  they  formed  their  connections  and  enabled  them  to 
penetrate  nearly  the  whole  of  the  grain  fields  of  the  West  ? 
Did  they  form  these  connections  ?  Aie  they  in  any  way  re- 
sponsible for  their  information  ?  Did  they  place  Philadelphia 
147  miles  nearer  St.  Louis  than  New  York  is  by  her  shortest 
route  ?     Did  they  place  Baltimore  203  miles  nearer. 

Is  it  for  one  moment  to  be  supposed  that  the  Pennsylvania 
and  Baltimore  and  Ohio  roads,  after  having  spent  millions  of 
dollars  to  enable  them  to  reach  the  grain  traffic  of  the  West, 
are  going  to  relinquish  that  business  ?  Have  the  New  York 
Central  or  Brie  roads  any  more  power  to  arbitrarily  prevent 
these  other  roads  from  carrying  grain  to  their  respective  cities 
than  the  Chamber  of  Commerce  has  ?  These  questions  answer 
themselves  and  unmask  this  wild  and  absurd  raid  of  the  Cham- 
ber of  Commerce  against  the  railroads  of  this  State. 

In  this  connection  I  will  notice  the  first  specific  charge  in 
the  memorial  addressed  to  this  Committee  by  the  Chamber  of 
Commerce — "  That  said  railroads  (the  Central  and  Erie)  are 
"  in  the  habit  of  carrying  freights  for  citizens  of  other  States, 
"  and  also  for  citizens  of  foreign  countries  at  lower  rates  than 
'"  for  citizens  of  the  State  of  New  York." 

Now,  assuming  this  to  be  true,  how  did  the  practice  origin- 
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ate,  and  for  what  purpose  was  it  inaugurated  ?  Beyond  all 
question,  one  purpose  was  to  protect  the  foreign  commerce  of 
New  York  City,  arid  prevent  its  diversion  to  Philadelphia  and 
Baltimore.  Low  rates  on  grain  and  other  commodities  from 
the  West,  and  low  rates  on  merchandise  from  New  York  City 
to  the  West,  that  is,  comparatively  lower  than  rates  to  local 
points,  were  the  only  means  by  whicli  the  commerce  of  the 
city  could  be  protected  against  her  rivals.  And  yet  the  Cham- 
ber of  Commerce  has  the  effrontery  to  make  this  sacrifice, 
made  on  behalf  of  New  York  by  the  railroads,  a  subject  of 
complaint  to  the  Legislature  !  And,  doubtless  on  the  rule  that 
one  good  turn  deserves  another,  they  now  demand  that  the 
local  rates  shall  be  reduced  to  substantially  a  pro  rata  with 
the  through  rates !  It  is  difficult  to  treat  such  a  proposition 
with  temperate  language.  However  the  people  along  the  lines 
of  the  roads  in  the  interior  of  the  State,  might  feel  justified  in 
using  such  an  argument,  surely  the  merchants  of  the  City 
sheuld  have  been  the  last  to  resort  to  it.  It  is  not  ouly  incon- 
sistent with  their  demand  that  the  railroads  should  protect  by 
low  rates,  at  all  hazards,  the  commerce  of  the  City  against  her 
rivals,  but,  in  view  of  that  demand,  and  tried  by  the  test  of 
honor  and  good  morals,  it  amounts  to  what  is  termed  in  the 
penal  code  an  "  indecent  exposure  "  of  its  authors.  The  sug- 
gestion is  especially  flagitious  in  view  of  the  undeniable  fact 
that  the  local  rates  on  both  the  New  York  trunk  linos  are 
lower  than  those  which  prevail  on  any  other  railroads  in  the 
world,  and  that  these  lower  rates  place  New  York  City  and  the 
interior  of  the  State,  both  in  a  more  favorable  position  than  is 
enjoyed  by  any  other  community  in  this  country  or  elsewhere. 
Mr.  Blanchard,  in  his  testimony  (pp.  '2887  to  '2889),  has  con- 
clusively shown  that  the  local  rates  on  the  New  York  Central 
and  Erie  are  much  below  the  local  rates  for  the  same  distances 
on  the  Pennsylvania  and  Baltimore  and  Ohio  roads.  He  was 
proceeding  to  show  that  they  were  still  lower  than  on  roads  in 
foreign  countries,  when  the  gentleman  objected,  thus  ignoring 
the  two  last  questions  in  his  "  catechism  "  prepared"  for  his 
"  Board  of  Trade  and  Transportation,"  for  presentation  here. 
The  foreign  rates  were,  therefore,  ruled  out.  But  that  is  not 
material.  The  fact  that  the  New  York  trunk  lines  have  carried 
the  cereals  and  other  products  of  the  West  at  ruinously  low 
rates,  in   order  to   protect   the   commerce  of  this  City,  is.un- 
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questionable.  That  at  the  same  time  they  have  greatly  reduced 
their  local  rates,  until  they  are  lower  than  for  similar  transpor- 
tation in  any  other  part  of  the  world,  is  equally  undeniable, 
and,  yet  six  merchants  of  New  York  sign  a  memorial  addressed 
to  the  law-making  power,  complaining  of  that  policy  by  which 
the  City  has  been  saved  a  great  part  of  its  trade  and  expense 
of  the  railroads,  and  then  demand  that  the  policy  be  made  a 
pretext  for  still  further  reducing  the  local  rate  ! 

If  it  is  replied  that  the  proposition  of  tha  Chamber  of  Com- 
merce does  not  necessarily  involve  a  reduction  of  local  rates, 
but  only  calls  for  uniformity  of  through  and  local  rates,  the 
reply  is  easily  disposed  of.  To  put  up  the  through  to  a  pro 
rata  with  the  local  rates,  would  at  once  result  in  a  diversion  of 
traffic  from  the  city.  Besides  the  vast  productions  of  the 
West,  the  movement  of  which  is  so  indispensable  to  the  com- 
merce of  the  whole  country,  as  well  as  that  of  the  city,  could 
not  be  carried  to  the  seaboard  or  marketed  abroad  under 
the  policy  suggested.  At  all  events,  this  could  not  have  been 
done  under  the  circumstances  which  have  heretofore  existed. 

The  tendency  of  the  so-called  pooling  arrangement  is,  in- 
deed, to  diminish  the  difference  between  through  and  local 
rates.  This  plan,  however,  has  not  yet  been  applied  definitely 
to  east-bound  freight,  But  this  policy  is  equally  denounced 
by  the  Chamber  of  Commerce.  They,  probably,  prefer  the 
other  alternative,  which  they  say  would  follow  the  prohibition 
of  pooling — the  bankruptcy  of  the  railroad  companies.  In  any 
light  in  which  this  part  of  their  paper  can  be  viewed,  it  is  en- 
titled to  no  favorable  consideration  from  any  just  and  fair 
mind. 

And,  just  here,  I  will  submit  all  I  have  to  say  on  the  subject 
of  what  is  termed  the  "pooling  arrangement"  entered  into  by 
the  railroads.  As  Mr.  Fink  stated,  the  term  "  pool "  is  not 
ai  apt  one,  as  it  tends  to  make  an  unfavorable  impression  on 
llie  popular  mind  by  associating  a  perfectly  legitimate  business 
arrangement  with  the  nomenclature  of  gamblers  and  sporting 
men.     But  a  name  docs  not  change  the  character  of  a  thing. 

.The   pooling  arrangement  is   a  very    simple  matter.      In 
substance    it    is    a    co-operation,    or,    if  you    please,    com- 
bination, among  the  railroads  for  a  fair  division  of  the  ton- 
nage,   and     reasonable    rates    for    carriage.      It    tends    to 
36 
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prevent  the  numerous  evils  which  resulted  from  a  ruinous 
competition,  both  to  the  roads  and  the  public  by  securing 
certainty"  and  uniformity  of  rales  open  and  known  to  all. 
The  detail  of  the  plan  and  the  extent  of  its  beneficial  opera- 
tion  are  detailed  in  the  testimony  of  Mr.  Fink,  which  the  Com- 
mittee will  undoubtedly  refer  to,  and  which  I  will  not,  there- 
fore, minutely  examine  here.  It  is  the  result  of  the  best 
efforts  of  the  best  minds  endeavoring  to  remove  evils  which 
have  hitherto  proved  incorrigible  and  thus  to  subserve  the  best 
interests  of  all  concerned — the  shipper  as  well  as  the  carrier — 
the  public  at  large  as  well  as  the  owners  of  railroad  property. 
I  think  this  Committee  have  not  failed  to  receive  the  impres- 
sion that  the  plan  has  thus  far  proved  beneficial,  and  that,  if 
permitted  to  continue,  it  will  effectually  cure  many  of  the  evils 
complained  of,  bring  order  out  of  confusion  to  the  railroad  sys- 
tem of  the  State  and  country,  and  promote  every  substantial 
interest  of  the  public  as  well  as  the  shipper.  A  notable  proof 
of  its  beneficial  operation  is  to  be  found  in  the  testimony  of 
the  witnesses  examined  at  Buffalo,  especially  the  pork  packers, 
who  expressed  themselves  as  perfectly  satisfied  with  the  im- 
proved condition  of  affairs  under  the  present  arrangement. 
In  addition  to  Mr.  Fink's  testimony,  Mr.  Blanch  ard  has  ex- 
plained in  detail  the  character,  operation  and  effect  of  this 
pooling  arrangement  (pp.  30S7— oll9).  His  testimony  is  too  long 
to  repeat  here,  and  I  assume  that  the  Committee  will  recur  to 
it  before  passing  upon  this  branch  of  the  subject. 

As  I  have  already  said,  this  plan  is  the  result  of  the  best 
thought  of  the  best  men  familiar  with  the  subject  of  railroad 
transportation,  enlightened  by  large  experience.  The  ultimate 
authority  to  decide  disputed  points,  harmonize  differences,  se- 
cure individual  roads  against  inequitable  acts  of  the  others, 
and  the  public  against  the  wlWe,  has  been  committed  to  a 
board  of  arbitrators  (Mr.  Charles  Francis  Adams,  Jr.,  Mr. 
David  A.  Wells,  and  Mr.(  "Wright).  These  gentlemen  are  well 
known,  their  integrity  and  ability  are  undoubted,  and  they  en- 
joy the  confidence  ef  everybody  whose  confidence  is  worthy  of 
respect  or  confers  credit.  This  plan  has  been  adopted  by  the 
railroad  companies,  and  is  maintained  at  their  cost.  The  evils, 
if  any,  which  may  have  resulted  from  putting  it  in  operation, 
are  very  slight,  and  such  as  always  attend  changes  in  a  great 
business.  The  good  which  is  resulting  to  all  concerned,  even 
in  the  infancy  of  the  arrangement,  is  extreme. 
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The  statement,  therefore,  of  Governor  Seymour,  that  "  the 
plans  and  pools  of  the  railroads  all  tend  to  harm  the  city,"  is 
utterly  without  foundation.  Worse  still  is  the  denunciation  by 
the  Committee  of  the  Chamber  of  Commerce,  made  at  a  later 
day,  and  as  a  preliminary  to  their  atrocious  suggestion  of  a 
"  prohibition  of  pooling  and  combinations  as  the  shortest 
way  "  to  bring  about  the  bankruptcy  of  the  roads  or  the  de- 
struction of  two-thirds  -.if  the  value  of  railroad  securities  in  the 
hands  of  innocent  and  bona  fide  holders. 

If  the  law-making  power,  State  or  Federal,  should  have  at- 
tempted to  frame  a  code  for  the  regulation  of  railroad  trans- 
portation, they  would  be  compelled  to  travel  in  the  same  di- 
rection which  the  roads  themselves  are  pursuing  in  their  pool- 
ing arrangement,  in  order  to  avoid  inflicting  incalcuable  mis- 
chief on  the  holders  of  the  securities  or  the  public,  or  both. 

Another  subject  of  complaint  made  against  the  New  York 
roads,  by  those  who  assume  to  speak  for  the  City,  is  the 
agreement  between  the  four  trunk  lines  of  April  5,  1877. 

It  will  be  convenient  to  give  that  document  here,  in  connec- 
tion with  what  I  have  to  say  on  the  subject : 

"  Memorandum  of  agreement  made  this  5th  day  of  April, 

A.  D.  1877,  between  the  New  York  Central  &  Hudson  River 
'  Railroad  Company,  the  Erie  Railway  Company,  by  H.  J. 
'  Jewett,  Receiver,  the  Pennsylvania  Railroad  Company,  and 
'  the  Baltimore  &  Ohio  Railroad  Company,  witnesseth  : 

"  To  avoid  all  future  misunderstanding,  in  respect  to  the 
'  geographical  advantages  or  disadvantages  of  the  cities  of 
'  Baltimore,  Philadelphia  and  New  York,  as  effected  by  rail 
'  and  ocean  transportation,  and  with  the  view  of  effecting  an 
'  equalization  of  the  aggregate  cost  of  rail  and  ocean  trans- 
'  portation  between  all  competitive  points  in  the  west,  north- 
'  west  and  southwest,  and  all  domestic  or  foreign  ports  reached 
'  through  the  above  cities,  it  is  agreed : 

"  First. — That. in  lieu  of  the  percentage  difference  heretofore 
'  agreed  upon  there  shall  be  fixed  differences  upon  the  rates 
'  on  all  eastbound  traffic  from  all  competitive  points  beyond 
'  the  western  terminus  of  the  trunk  lines,  whether  on  freight 
'  shipped  for  local  consumption,  or  shipped  locally  and  after- 
'  ward  exported,  or  shipped  for  direct  export.  These  differ- 
'  ences  shall  be  as  follows : 

"  Three  (3)  cents  less  per  hundred  to  Baltimore,  and  two  (2) 
'  less  per  hundred  to  Philadelphia,  than  the  agreed  rates 
'  established  from  time  to  time  to  New  York ;  and  all  such 
'  traffic  shall  be  billed  at  the  rate  thus  fixed ;  and  no  export 
'  or  other  drawback  shall  be  paid  thereon.     It  being  further 
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"  agreed  that  the  cost  to  the  shipper  of  delivering  grain  at 
"  each  port,  from  the  terminus  of  each  of  the  roads,  to  the 
"  vessel  in  which  it  is  exported,  as  well  as  the  number  of  days 
"  free  storage  allowed  thereon,  shall  be  the  same. 

"  Second. — That  the  rates  to  Boston  shall  at  no  time  be  less 
"  than  those  to  New  York,  on  domestic  or  foreign  freights. 

"  Third. — Should  rail  and  ocean  steam  through  bills  of  lad- 
"  ing  be  issued  neither  of  the  parties  hereto  will  accept  as  its 
"  proportion  less  than  its  current  local  rates  to  its  seaboard 
"  termini ;  but  no  joint  rail  and  ocean  sail  bills  of  lading  shall 
"  be  given  or  recognized  by  the  parties  hereto. 

"  Fourth. — That  on  all  westbound  traffic  passing  over  the 
"  roads  of  the  parties  hereto  from  competitive  points  at  or 
"  east  of  their  respective  eastern  termini  to  all  competitive 
"  points  west,  northwest  or  southwest  of  their  western  termini, 
"  the  differences  in  rates  from  Baltimore  and  Philadelphia 
"  below  New  York  shall,  on  third  class,  fourth  class  and  special, 
"  be  the  same  as  the  differences  fixed  on  eastbound  business, 
"  and  on  first  and  second  classes  eight  (8)  cents  less  per  hundred 
"  from  Baltimore  and  six  (6)  cents  less  per  hundred  from  Phil- 
"  adelphia  than  the  agreed  rates  from  New  York ;  and  that, 
"  after  exist  ng  contracts  governing  foreign  business  can  be 
"  terminated,  neither  of  the  parties  hereto  will  accept  as  its 
"  proportion  of  the  through  ocean  steam  and  rail  rates  less 
"  than  the  established  local  rates. 

"  Fifth. — -All  agreements  inconsistent  herewith  are  hereby 
"  annulled. 

"  In  witness  whereof  the  parties  hereto  have  affixed 
"  their  signatures,  the  day  and  year  aforesaid,  to 
"  this  agreement,  which  is  intended  to  be  perma- 
"nent;   but,  if  either   party  desires   modification, 
"  three  months'  notice  must  be  given  of  such  desire, 
"  said  modification  to  be  made  by  mutual  agree- 
"  ment. 
(Signed) 
"NEW  YOKE  CENTRAL  &  HUDSON  KIYER  RAIL- 
KOAD  COMPANY, 

"By  W.  H.  Vaxdeebilt, 
"  Vice-President. 
"  THE  ERIE  RAILWAY  COMPANY, 

"  By  H.  J.  Jewett, 

"  Receiver. 
"  THE  PENNSYLVANIA  RAILROAD  COMPANY, 

"  By  Thomas  A.  Scott, 

"  President. 
"THE  BALTIMORE  &  OHIO   RAILROAD   COMPANY, 

"  By  John  W.  Gaeeett, 

"  President" 
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Of  course  you  are  aware  that  the  objection  raised  by  the 
New  York  merchant  to  this  agreement,  is  aimed  at  the  differ- 
ences recognized  in  the  first  clause,  which  are  3  cents  per 
hundred  less  to  Baltimore,  and  2  cents  per  hundred  less  to 
Philadelphia,  than  the  agreed  rates  established  from  time  to 
time  to  New  York.  This  agreement  has  been  the  subject  of  a 
great  deal  of  discussion  in  the  newspapers,  and  of  some  on  the 
platform ;  and  if  you  ever  take  the  trouble  to  look  into  that 
discussion  in  the  light  of  Mr.  Blanchard's  testimony  you  will 
see  how  little  the  writers  and  speakers  understood  the  facts 
bearing  upon  it.  You  will  permit  me,  therefore,  to  direct  your 
special  attention  to  what  he  says,  not  only  on  the  agreement 
itself,  but  the  facts  and  circumstances  which  bear  directly  upon 
it.  Nearly  all  his  statement,  from  p.  30-10  to  3292,  throws 
light  on  the  agreement  itself,  the  origin  of  it,  the  reasons  which 
lie  at  its  foundation,  and  especially  the  practical  effect  of 
operations  under  it.  Of  course  it  is  impossible  for  me  to  ana- 
lyze this  testimony  in  the  time  allotted  for  an  argument,  much 
of  which  must  be  devoted  to  other  questions.  I  think,  how- 
ever, that  I  can  safely  say  : 

1.  That  it  is  not  a  discrimination  against  the  natural  or 
geographical  advantages  of  New  York. 

2.  That  in  its  practical  effect  it  has  not  discriminated  against 
New  York  in  any  sense. 

3.  That  its  practical  effect  has  been  to  place  the  trade  of 
New  York  in  a  better  position  than  it  had  been  at  any  time 
since  the  Pennsylvania  and  Baltimore  &  Ohio  Roads,  became 
through  trunk  lines,  i.  e.,  large  transporters  of  freight  from  and 
to  the  west. 

4.  That  the  benefit  to  the  trade  of  this  City  which  has  re- 
sulted from  it,  or,  if  you  please,  the  mischief  which  it  has 
averted  by  preventing  the  diversion  of  trade  from  this  City,  is 
solely  due  to  the  persistent  struggle  of  the  New  York  Central 
and  Erie  Roads,  a  struggle  which  cost  them  millions  of  dollars. 

I  do  not  propose  to  elaborate  each  one  of  these  points,  but 
I  shall  submit  some  observations  on  the  first  one,  and  briefly 
refer  to  the  others.  First,  then,  tlie  alleged  discrimination 
against  the  natural  advantages  of  New  York. 

In  order  to  test  the  validity  of  this  complaint  in  the  aspect 
presented  by  those  who  use  it,  it  is  necessary  to  separate  in 
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our  minds,  for  the  time  being,  the  land  or  rail  carriage  from 
that  on  the  water — widely  different  modes  of  transportation, 
controlled  by  different  forces,  and  subject  to  different  condi- 
tions. I  shall  not  overlook,  in  another  view  of  this  general 
subject,  the  conditions  which  may  affect  it  when  the  route 
from  the  West  to  Europe  is  considered  as  a  whole — as  one 
continued  and  unbroken  line  of  transit — I  now  choose  to  con- 
sider the  land  carriage  and  that  by  water  separately. 

Now  what  natural  advantage  of  New  York  is  discriminated 
against  by  these  differences'/1  The  only  thing  which  Nature' 
has  had  to  do  with  the  situation  is  that  she  has  placed  Phila- 
delphia and  Baltimore  nearer  the  sources  of  this  great  through 
traffic  than  she  has  New  York.  This  is  a  natural  advantage 
enjoyed  by  the  former  cities.  New  York,  in  this  particular,  is 
under  a  natural  disadvantage. 

The  recognition  of  this  in  the  agreement  is  not  a  discrimi- 
nation against  the  natural  advantages  of  New  York,  but  a 
proper  recognition  of  stubborn  facts  which  cannot  be  made  to 
disappear  at  the  dictation  ot  the  railroads  any  more  than  at 
the  dictation  of  the  merchants.  Therefore,  whatever  the  efiect 
or  want  of  effect  of  that  agreement  arising  out  of  other  causes, 
it  is  not  in  any  sense  a  discrimination  against  the  natural  ad- 
vantages of  New  York.  The  differences  recognized  are  based 
upon  the  differences  in  the  length  of  the  land  routes — perhaps 
not  with  mathematical  exactness,  but  approximating  to  that. 
Now  as  to  all  that  part  of  the  through  freight  delivered  to 
those  cities  for  the  purpose  of  home  consumption  or  home  dis- 
tribution— freight,  the  carriage  of  which  on  these  lines  termi- 
nates at  or  starts  from  these  respective  cities,  these  differences 
are  equitable  and  proper.  And  it  is  a  little  singular  to  hear 
them  denounced  by  those  who  insist  that  the  differences  of 
length  of  haul  shall  always  be  considered  and  make  differences 
in  rates. 

On  the  other  hand  New  York  has  the  natural  advantage  of 
being  nearer  the  European  market  and  directly  on  the  open 
sea — with  a  larger  commerce  seeking  her  port,  and  therefore, 
in  the  absence  of  any  disturbing  element,  the  most  favorable 
point  of  export,  both  as  to  the  number  and  tonnage  of  bottoms 
and  therefore  as  to  the  rates.  The  competition  for  return 
cargoes,  in  the  absence  of  any  special  influence  at  work, 
coupled  with  the  geographical  position  of  New  York,  would 
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always  make  her  the  most  feasible  port  to  sbip  from.  This 
law  of  the  carrying  trade,  in  the  main,  steadily  operated,  even 
under  the  extraordinary  and  exceptional  state  of  things  which 
has  prevailed  for  several  years- — New  York  being  destitute  of 
a  marine  for  foreign  business,  and  a  surplus  of  foreign  ships 
seekiDg  all  our  ports  for  cargoes.  The  eagerness  of  foreign 
shipowners  to  obtain  cargoes  for  ships,  that  would  be  other- 
wise idle,  has  led  them,  doubtless,  in  some  instances,  wholly, 
and  in  more  to  partially  disregard  the  disadvantages  under 
which  voyages  between  Europe  and  Philadelphia,  and  Balti- 
more are  made  as  compared  with  those  between  Europe  and 
New  York.  This  may,  with  some  propriety,  be  called  a  dis- 
crimination against  the  natural  advantages  of  New  York,  as  it 
ignores  very  considerable  distances  and  the  superior  location 
of  New  York  for  foreign  trade.  But  who  makes  that  discri- 
mination? Certainly  not  the  railroads  of  this  State.  They 
are  no  more  the  authors  of  it,  responsible  for  it,  than  the  New 
York  merchants.  I  do  not  say  the  latter  are  to  blame  for  it, 
but  I  have  been  unable  to  discover  any  justground  upon  which 
they  can  blame  their  own  railroads  for  it.  The  latter  are  as 
destitute  of  ships  for  this  foreign  business  as  the  merchants 
are,  and  have  no  more  control  over  foreign  freights  than  the 
merchants  have,  especially  as  to  all  goods  which  break  bulk 
and  are  reshipped  here.  The  railroads  of  New  York  cannot 
dictate  to  the  London,  Liverpool  or  Bremen  shipowner  what 
his  ocean  rates  shall  be  to  or  from  Philadelphia  or  Baltimore. 

As  to  the  complaint  about  through  bills  of  lading,  all  I  have 
to  say  on  that  is,  that  if  the  complaint  is  a  valid  one  the  New 
York  roads  are  not  responsible  for  this  practice.  How  it 
originated,  and  the  efforts  of  the  New  York  roads  to  neutralize 
and  remove  it,  are  detailed  by  Mr.  Blanchard  (pp.  3053-31.05). 

But  the  core  of  the  possible  difficulty  does  not  lie  neces- 
sarily in  through  bills  of  lading.  It.  lies  in  the  possibility  of 
having  the  sum  of  the  rail  and  ocean  rates  to  foreign  ports  less 
through  Philadelphia  and  B.iltimore  than  through  New  York. 
If  this  should  become  a  settled  or  general  thing,  and  the  rail 
rate  to  the  two.  former  cities  should  continue  at  the  same  time 
less  than  to  New  York,  though  the  ocean  rates  were  the  same 
to  and  from  all  three  of  the  ports,  the  tendency  would  be  to 
divert  the  trade  over  the  route  which  was,  as  a  whole,  cheaper. 

But,  gentlemen,  I  suppose  it  has  occurred  to  you  that  the 
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New  York  trunk  lines  have  as  great  an  interest  in  this  aspect  of  the 
problem  as  the  merchants  of  New  York.  Consequently,  before 
the  differences  to  which  I  have  referred  were  conceded,  the 
New  York  roads  took  took  the  very  best  means  of  informing 
themselves  on  the  subject  of  ocean  rates  between  Philadelphia 
and  Baltimore  and  European  ports,  as  compared  with  those 
between  New  York  and  the  same  foreign  ports,  and  they  found 
that  those  rates  were  enough  higher  to  neutralize  the  small 
difference  in  the  land  rates  which  they  conceded,  and  they, 
at  the  same  time,  took  the  precaution  to  stipulate  for  a  modifi- 
cation of  the  agreement  on  three  months'  notice. 

These  ocean  rates  were  not  only  higher  then  to  those  cities, 
but  they  have  continued  higher  to  the  present  time.  The  proof 
before  you  shows  this.  If  it  should  be  replied  that  they  are  now 
not  high  enough  to  neutralize  the  difference  of  rail  rates  which 
were  conceded,  my  answer  is  that  the  statistics  given  on  this 
point  by  Mr.  Blanchard,  conclusively  demonstrate  that,  under 
this  agreement,  New  York  has  increased  both  her  actual  and 
percentage  of  through  business  (p.  3064). 

But  there  is  another  feature  whic  should  not  be  overlooked, 
and  that  is  the  service  which  the  New  York  roads  render  the 
merchant  by  the  reception  and  delivery  of  freight  at  different 
and  distant  points  in  the  harbor,  thereby  overcoming  difficulties 
which  exist  in  the  nature  of  things  here.  This  they  do  at  their 
own  cost.  This  has  to  be  deducted  from  the  rate  to  make  it 
net,  and  thus  the  New  York  roads  receive  actually  less  for  their 
through  business  than  their  southern  rivals. 

In  the  second  place,  it  is  conceded  on  all  hands,  that  the 
rail  rates  before  this  agreement  of  April  5th,  1877,  were  much 
more  unfavorable  to  New  York  than  since.  I  need  not  again 
remind  you  that  the  Philadelphia  &  Baltimore  Trunk  Lines 
were  not  built  or  opened  and  pushed  into  all  the  producing 
regions  of  the  West  by  the  New  York  roads,  nor  by  their 
managers  or  owners.  I  need  not  repeat  that  the  reduction  of 
through  rates  was  first  made  by  the  Baltimore  &  Ohio  Road, 
and  followed  by  the  Pennsylvania.  You  are  also  familiar  with 
the  fact,  that  the  Erie  and  New  York  Central  were  unwilling 
to  concede  the  differences  thus  sought  to  be  perpetuated,  and 
that  they  carried  on  a  desperate  and  persistent  struggle,  at  the 
cost  of  millions  to  their  roads,  to  reduce  the  differences  to  a 
minimum,  resting  on  a  sound  and  safe  basis.     They  did  this, 
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it  is  true,  for  the  purpose  of  retaining  the  traffic  for  their  own 
lines,  as  well  as  for  the  City  of  New  York.  And  you  will  look 
in  vain  through  this  record  for  any  proof,  or  even  pretense, 
that  they  were  aided  in  this  struggle  by  the  City  of  New  York, 
or  the  Chamber  of  Commerce.  But  it  may  be  said,  it  was  not 
the  business,  either  of  the  City  or  the  Chamber  of  Commerce, 
to  aid  them.  I  shall  not  stop  to  comment  on  this  answer. 
But  I  beg  you  to  note,  that  this  very  struggle  of  the  roads  has 
been  a  subject  of  reproach  against  them ;  and  that,  too,  in  a 
way  which  gives  a  keen  and  cruel  edge  to  its  injustice.  This 
very  effort  made  by  the  railroads,  in  defense  of  the  trade  of 
the  City,  has  been  turned  into  a  weapon  with  which  to  assail 
them!  It  has  been  made  a  subject  of  formal  complaint  to  the 
Legislature,  and  shippers  in  the  interior  of  the  State  are  in- 
vited to  smite  the  railroads,  because  their  through  rates  have 
been  at  times  lower  comparatively  than  their  local  rates. 
This  is  the  very  gravamen  of '  the  first  charge  in  the  original 
memorial,  addressed  to  j'ou  and  to  the  Legislature. 

I  need  not  repeat  that  railroads  have  as  deep  an  interest  in 
this  question  of  the  combined  ocean  and  rail  rates  as  the  City 
of  New  York  has,  and  that  they  are  much  more  intelligently 
alive  to  its  importance  than  their  assailants. 

But  it  must  have  occurred  to  you,  gentlemen,  that  this  is  a 
question  with  which  the  New  York  Legislature  will  find  it  some- 
what difficult  to  deal.  All  she  can  do,  if  she  can  do  anything,  is  to 
diminish  the  portion  of  the  through  rate  which  her  own  roads 
shall  receive.  She  has  no  control  over  the  sum  of  the  through 
rate.  She  has  no  control  over  roads  of  other  States.  Any 
legislation  which  she  might  adopt  to  arbitrarily  wipe  out  these 
conceded  differences,  resting  upon  geographical  considerations, 
if  it  produced  any  effect,  would  be  promptly  met  by  counter 
legislation,  if  necessary,  in  Maryland  and  Pennsylvania.  More 
than  this,  as  the  subject  is  one  affecting  not  only  inter-state 
but  foreign  commerce  and  therefore  of  national  concern — Con- 
gress would  interpose  and  annul  any  legislation  the  effect  of 
which  might  arbitrarily  divert  the  current  of  trade  from  its 
natural  channels. 

The  counsel  for  the  Chamber  of  Commerce  anticipating 
some  of  the  consequences  of  local  legislation  by  the  State  of 
New  York,  not  to  be  daunted,  assumed  the  role  of  the  prophet 
in  addition  to  that  of  the  apostle  of  railroad  reform.     When, 
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confronted  in  his  own  mind  with  the  inevitable  scheme  he  is 
pushing — the  diversion  of  business  by  sending  it  over  the  rival 
roads — he  said  in  his  opening  speech  : 

"  If  New  York  sets  the  example  of  prohibiting  her  railways 
"  from  making  these  discriminations  against  the  prosperity  of 
"  her  own  citizens,  it  will  not  be  long  before  the  farmers  of 
':  Pennsylvania  and  Maryland  will,  despite  the  great  power  of 
"  the  railways  within  their  borders  to  affect  legislation,  insist 
"  upon'  the  passage  of  a  like  law  against  the  Pennsylvania 
"  Railroad,  and  the  Baltimore  &  Ohio  Railroad,  and  all  these 
'*  trunk  lines  will  then  be  placed  by  the  laws  of  their  States 
"  upon  an  equal  basis,  diminishing  their  power  for  mischief  to 
"  the  States  that  have  given  them  birth  and  nurtured  their  in- 
"  fancy,"  (pp.  Ill,  112). 

That  is,  Pennsylvania  and  Maryland  will  supplement  and 
give  effect  to  a  law  of  New  York  which  has  for  its  avowed  ob- 
jects the  annihilation  of  the  natural  advantages  which  Phila- 
delphia and  Baltimore  possess  in  their  relation  to  the  west, 
and  the  destruction  of  the  commerce  of  those  two  citiesfor  the 
purpose  of  building  up  that  of  New  York  !  No  doubt  that  the 
unselfishness  and  credulity  of  Pennsylvania  and  Maryland 
farmers  are  so  great  that  they  could  swallow  many  economic 
theories  and  Utopian  prophecies,  but  one  would  think  their 
gorge  would  rise  at  this.  That  such  a  prediction,  the  fulfill- 
ment of  which  would  contradict  the  eternal  law  of  human  con- 
duct should  be  deemed  an  answer  to  an  objection  founded 
upon  that  law,  and  upon  its  uniform  operation,  would  create 
surprise  if  there  were  any  room  left  here  for  such  an  emotion.  I 
must  be  pardoned  for  saying  that  I  hardly  think  you  will 
recommend,  or  the  Legislature  adopt,  any  law  founded  upon 
such  a  theory  of  human  conduct. 

Another  deadly  blow  at  the  commercial  supremacy  of  the 
City  of  New  York,  to  which  counsel,  in  his  opening  speech, 
called  your  attention,  and  which  he  says  has  been  struck  by 
the  railroads,  is  what  he  describes  as  "  the  lax  they  impose  on 
the  consumption  of  milk  in  this  city."  Here  is  his  charge  on 
that  subject : 

"  Not  the  least  onerous  among  the  exactions  of  these  rail- 
"  road  corporations  is  the  tax  that  they  impose  upon  the  con- 
"  sumption  of  milk  in  the  City  of  New  York. 

"Milk  being  a  commodity  which  must  be  rapidly  trans- 
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"  ported,  gives  to  the  railway  companies  naturally  a  monopoly 
"  of  its  transportation.  Coming  from  within  a  radius  of  a  hun- 
"  dred  miles  from  New  York,  it  is  a  commodity  as  to  which 
"  each  corporation  has  a  monopoly  upon  its  particular  line. 
"  They,  therefore,  combinedly  charge  a  rate  of  toll  so  ridicul- 
"  ously  in  excess  of  their  ordinary  schedule  rates  that  it 
"  amounts  to  a  considerable  proportion  of  the  value  of  the 
"  article — indeed  one-half  of  what  the  farmer  himself  receives 
"  for  his  product ;  charging  for  this  class  at  the  rate  of  55  cents 
"  a  hundred,  as  against  a  tariff  of  less  than  11  cents  per 
"  hundred  for  first  class  of  other  commodities. 

"  Milk  yields  a  revenue  of  $110  per  car  per  trip,  or  the  as- 
"  tounding  revenue  of  $2,200  per  night  on  each  of  the  local 
"  milk  trains,  being  a  cent  a  quart." 

Now,  what  are  the  facts?  Mr.  Blanch ard  has  dealt  with  the 
subject  not  only  with  what  my  friend  Mr.  O'Conor  calls  "  deadly 
precision,"  but  he  has  wasted  on  it  an  amount  of  ammunition 
out  of  proportion  to  the  magnitude  of  the  game. 

He  has  explained  the  whole  details  of  the  milk  traffic  on 
our  road,  not  only  the  promptness  and  care  with  which  it  is 
handled,  but  the  enormous  ^reductions  in  rates  which  have 
been  made  at  a  large  loss  of  revenue  to  the  road.  He  has 
conclusively  shown  that  the  remuneration  of  the  carrier  is  ex- 
tremely small.  Instead  of  yielding  a  revenue  of  "  $110  per  car 
per  trip,"  it  yields  only  a  fraction  of  over  $50  per  car.  Instead 
of  "  the  astounding  revenue  of  $2,200  per  night  on  each  of  the 
local  milk  trains,"  the  gross  revenue  is  only  $550T61£r  per  train ! 
A  great  proportion  of  which  is  absorbed  by  the  extra  expense 
of  doing  this  business. 

I  trust  that  the  members  of  that  august  body,  the  "  Cham- 
ber of  Commerce,"  will  hereafter  "breathe  freer  and  deeper,'' 
when  they  see  that  the  commercial  supremacy  of  this  great 
city  is  no  longer  endangered  by  the  "  onerous  exactions  upon 
"  the  consumption  of  milk  in  the  City  of  New  York." 

The  valiant  witness,  Kilmer,  can  still  vend  his  milk,  with  or 
without  water,  as  the  case  may  be,  and  pursue  his  other  honor- 
able and  beneficent  vocation  of  buyiug  up  claims  for  damages 
against  the  railroad  companies,  pocketing  75  per  cent,  of  the 
amount  recovered. 

You  cannot  fail  to  notice  how  characteristically  unjust  and 
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unfounded  the  complaint  against  the  railroads  proves  to  be, 
when  brought  to  the  test  of  proof. 

I  now  turn  your  attention  to  the  complaints  which  come 
from  the  western  part  of  the  State.  They  relate  almost  ex- 
clusively to  the  following  branches  of  business  : 

1.  The  Milling  interests  op  Rochester  and  Buffalo. 

2.  The  Grain  Market  at  Buffalo. 

3.  The  Pork  Packing  business  of  Buffalo. 

4.  The  Shipping  interests  of  Buffalo. 

5.  To  matters  relating  to  the  shipping  of  cattle  and  produce 
from  and  to  points  in  that  part  of  the  State. 

6.  To  the  depression  of  agriculture,  and  the  consequent  de- 
preciation of  farming  lands. 

Undoubtedly  all  these  branches  of  business  in  the  western 
parts  of  the  State  have  been  depressed  for  several  years  past. 
They  have  suffered  in  common  with  the  business  of  the  country 
at  large,  and  I  need  not  remind  you  that  you  entered  on  this 
investigation  at  the  tiinf*  when  shrinkage  in  values  and  com- 
mercial atrophy  had  reached  the  very  lowest  point — where 
disappointment  and  dissatisfaction  must  have  vented  their 
murmurs  upon  somebody.  Man  is  a  gregarious  animal, 
and  moves  in  masses,  especially  when  excited  by  common 
fears  or  common  hopes ;  and,  when  exploring  the  causes 
of  trouble  and  seeking  for  the  remedy,  does  not  always 
distinguish  between  that  which  is  natural  &nd  inevitable, 
and  that  which  is  artificial  and  remediable.  The  rail- 
roads are  large  and  powerful  forces,  ever  present  to  the 
popular  eye.  Their  vast  operations  in  moving  the  enor- 
mous products  of  the  country,  jostle  the  whole  community. 
They  are  of  recent  origiu,  and  their  absorption  of  any  consid- 
erable proportion  of  the  whole  heavy  freight  traffic  of  the 
country  commenced  but  a  few  years  ago.  That  some  evils 
should  have  been  felt  in  the  progress  of  this  revolution  in 
transportation,  which  has  involved  a  revolution  in  business, 
was  not  only  natural,  but  inevitable.  Particular  localities  and 
individuals  have  been  unfavorably  affected,  from  no  fault  of 
railroad  management,  but  from  changes  incident  to  the  intro? 
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duction  and  extension  of  the  railroad  system,  and  the  changed 
relations  which  naturally  followed.  But  such  a  new,  visible 
and  formidable  power  furnishes  a  convenient  object  for  attack. 
And  so,  under  the  lead  of  professional  reformers  and  economic 
missionaries,  whole  classes  of  men,  suffering  from  the  general 
collapse  of  business  throughout  the  country,  the  change  of 
centres  of  trade,  the  opening  of  new  sources  of  supply,  by 
which  new  competitors  enter  the  field,  and,  in  some  few  in- 
stances, smarting  under  real  grievances,  come  to  charge  -all 
their  business  troubles  upon  the  railroads. 

That  this  statement  is  true  of  the  branch  of  this  inquiry,  to 
which  I  am  now  about  to  draw  your  attention,  I  think  will  be 
evident. 

And  first,  the  Milling  business  at  Rochester  and  Buf- 
falo, ESPECIALLY  THE  FORMER. 

The  testimony  taken  on  the  subject  discloses  two  striking 
facts,  for  which  the  railroads  do  not  seem  to  be  held  respon- 
sible. 

The  first  is,  that  the  Genesee  wheat  fields  long  since  ceased 
to  produce  the  kind  of  wheat  which  once  made  the  celebrated 
Genesee  flour.  From  depredations  by  the  weevil,  and  .some 
other  unexplained  causes,  that  fine  grain  to  use  the  language 
of  one  of  the  witnesses,  "  seemed  to  run]out." 

It  has  been  supplanted  by  a  new  variety,  more  productive, 
presenting  a  good  appearance  to  the  unpracticed  eye,  but  pro- 
ducing an  inferior  flour.  The  local  millers  will  not  use  it,  and 
have  to  resort  to  the  grain  markets  of  Toledo  and  Milwaukee 
or  Chicago  for  their  supply  of  wheat.  That  this  exhaustion  of 
the  local  supply  of  the  raw  material  driving  the  miller  to  dis- 
tant markets  for  his  grain,  should  have  had  a  damaging  effect 
on  the  profit  and  prestige  of  the  Rochester  flour  manufac- 
turers, can  admit  of  no  doubt.  The  location  of  manufacturers 
of  bulky  and  heavy  articles  near  the  source  of  supply  of  the 
raw  material,  all  other  things  being  equal,  is  an  advantage 
which  is  controlling,  and  upon  which  men  constantly  act.  The 
truth  of  this  is  illustrated  by  the  witness  Bristol,  who,  when 
asked  why  the  Rochester  millers  could  not  compete  with  the 
western  millers,  answered  : 

"  One  reason  is,  the  wlieat  that  as  now  raised  IN  this  section 
"  is  of  a  very  inferior  quality,   as  compared  with   the  wheat 
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"  raised  here  four  or  five  years  ago,  or  back  of  that,  and  in 
"  order  to  make  flour  that  we  can  sell,  we  are  obliged  to  buy 
"  wheat  from  the  west  to  mix  with  it,  and  we  cannot  buy  wheat 
"  in  the  west  and  compete  with  the  miller  wheat  in  the  west, 
"  shipping  though  to  the  eastern  market  "  (p.  1154). 

Consequently  this  witness  has  abandoned  business  at  Roch- 
ester  and  is  about  to  remove  to  Indianapolis. 

The  other  remarkable  fact  brought  out  by  the  testimony,  is 
that  while  the  milling  business  at  Rochester  did  continue 
profitable,  its  character  changed  from  a  wholesale  to  a  retail  or 
jobbing  trade.  The  evidence  is  explicit  on  this  point.  That 
this  change  was  due  to  any  improper  action  of  the  railroads, 
is  not  pretended  by  the  millers.  They  say  it  took  place  years 
ago,  and  they  also  say  the  milling  business  continued  profit- 
able till  a  recent  date.  Hinds  (pp.  1119, 1120)  says,  "  Milling 
business  in  this  town  was  profitable  continuously  from  the 
date  of  my  commencement  here  (Oct.  1,  1867)  until  a  year  and 
a  half  or  two  years  ago."  Bristol,  another  Rochester  witness> 
says  he  commenced  milling  here  in  1874.  When  asked  how 
long  the  business  continued  profitable  he  answered,  "  The 
year  ending  with  us  in  June,  1877,  was  a  profitable  year." 
McMillan,  another  Rochester  miller,  limits  the  period  of  de- 
cline to  about  two  years  (p.  1177). 

Only  one  witness,  Parley,  puts  the  commencement  of  the 
decline,  as  a  matter  of  judgment  at  about  five  years  ago,  but 
his  judgment  is  evidently  at  fault  as  he  differs  from  all  the 
others. 

On  the  subject  of  this  change  in  the  local  wheat  supply,  the 
change  from  a  wholesale  to  a  jobbing  business,  and  the  effect 
of  the  comparatively  recent  growth  of  Chicago  and  Milwaukee 
into  great  grain  and  flour  markets,  Mr.  Charles  F.  Pond,  a  Roch- 
ester miller,  who  had  been  in  the  business  for  eleven  years, 
and  down  to  a  week  before  he  was  examined,  gave  some  testi- 
mony which  I  will  read. 

"  A.  Yes,  sir ;  fifteen  or  twenty  years  ago  the  Rochester 
"  millers  shipped  flour  to  Europe  the  same  way,  with  the  same 
"  results  ;  the  remark  I  made  when  they  commenced  shipping 
"  a  year  ago,  was  if  we  could  not  compete  with  the  eastern 
"  markets  in  this  country  with  the  west  in  the  sale  of  flour,  w»- 
"  could  not,  by  adding  three  thousand  miles  to  it,  compete 
"  there,  and  my  remark  has  proved  correct. 
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"By  Mr.  Laning  : 

"  Q.  Ten  years  ago,  in  this  business,  where  did  you  purchase 
"  your  wheat,  as  a  rule  ?  A.  The  spring  wheat  largely  at  the 
"  West — all  of  it,  in  fact. 

"  Q.  Where  did  you  purchase  the  wheat  that  you  nianufac- 
"  tured  into  flour,  as  a  rule  ?  A.  Winter  icheat  largely  here, 
"  and  spring  wheat  at  the  West. 

"  Q.  Say  ten  years  ago,  which  kind  did  you  most  manufac- 
"  ture  into  flour  in  your  mill?  A.  We  manufactured  mostly 
"  winter  wheat.  ' 

"  Q.  And  you  purchased  your  wheat  mostly  here,  didn't 
"  you?     A.  No,  sir;  Toledo  and  Detroit. 

"  Q.  You  purchased  here  also  ten  years  ago  ?  A.  Yes,  sir  ; 
"  within  the  last  ten  years  the  quality  of  wheat  has  decreased 
"  very  much. 

"  Q.  I  am  speaking  of  ten  years  ago  ?  A.  Yes,  sir ;  so  am  I ; 
"  we  have  not  raised  what  we  call  '  the  Soles  wheat '  in  this 
"  section  for  the  last  ten  years  to  amount  to  anything. 

"  Q.  When  the  farmers  raised  in  this  State  about  you  here 
"  the  same  grade  of  wheat,  or  a  grade  relatively  the  same  as 
"  was  raised  at  the  West,  you  purchased  of  them  here,  didn't 
"  you  ?     A,  Yes,  sir. 

"  Q.  Their  wheat  was  manufactured  here,  all  that  went  to 
"market?     A.  Yes,  sir. 

"  Q.  Since  they  have  changed  the  quality  of  the  grade  and 
"you prefer  to  purchase  elswhere?  A.  Yes,  sir  ;  so  far  as  that 
"is  concerned,  there  has  been  so  many  changes;  up  to  ten 
•'years  ago,  the  milling  business  of  Rochester  was  largely 
"  done — what  we  call  merchant  milling  ;  the  wheat  was  bought 
"  and  the  flourshippedto  New  York  on  consignment — New  York 
"  and  Boston  ;  for  the  last  10,  11  or  12  years  the  business  has 
"  changed  right  over,  and  there  is  hardly  any  sold  on  consign- 
"  ment ;  it  is  done  as  he  suggested,  a  jobbing  trade  ;  so  the 
"  whole  business  has  changed  since  I  have  been  in  it,  once  or 
"  twice  over,  went  from  one  thing  to  another. 

"  Q.  So  instead  of  as  you  used  to  do,  send  your  property  to 
"  New  York  and  having  it  sold  for  your  benefit,  now  you  sell 
"  absolutely  ?    A.   Yes,  sir. 

"  By  Mr.  Baker  : 

"  Q.  What  has  occasioned  that  change  in  the  last  ten  years 
"  that  you  speak  of  ?  A.  The  change  was  owing  to  the  fact 
"  that'it  was  a  speculation  ;  you  buy  20,000  or  50,000,  or  100,000 
"bushels  of  wheat  in  Milwaukee  or  Chicago  to-day,  on  the  New 
"  York  market  or  the  Liverpool  market,  and  by  the  time  the 
"  flour  got  there  it  might  be  down  25  or  50  cents  a  barrel,  so 
"  you  would  actually  lose  money  instead  of  making  it  "  i nn 
1172-1173).  5  wv 
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I  have  said  that  none  of  the  witnesses  dated  the  commence- 
ment of  the  decline  in  the  milling  bnsiness  at  Kochester  further 
back  than,  two  years,  except  Farley,  who  thought  it  might  be 
five  years.  But  I  should  qualify  this  statement  by  a  reference 
to  the  testimony  of  Mr.  Whitney  (p.  1143).     He  was  asked  : 

"  Q.  Will  you  state  what  is  the  present  condition  of  the 
"  milling  property  in  the  City  of  Rochester  ?  A.  I  had  a  partner 
"  with  me  ;  our  mills  were  destroyed  by  fire,  I  think  in  18(j9,  and 
"  we  had  great  hesitation  about  what  to  do  ;  my  partner  wished 
"to  rebuild  as  a  mill,  and  I  objected  upon  the  ground  that  the 
"  discrimination  of  freight  against  Rochester  was  ruinous  to  the 
"business,  and  we  rebuilt  as  a  machine  shop." 

The  witness  is  in  conflict  on  this  point  with  all  the  other 
Rochester  millers  who  testified,  and,his  testimony  is  of  no  value 
except  as  an  illustration  of  the  readiness  of  men  to  impute  evil 
to  an  individual  or  corporation  when  they  have  set  out  on  a. 
crusade  against  them,  and  especially  as  an  illustration  of  the 
unreasoning  complaint  of  the  Rochester  millers  against  the 
Railroads.  On  the  clear  proof  of  nearly  all  these  millers, 
their  business  continued  profitable  clown  to  about  two  years 
ago.  "Discrimination  of  freight  against  Rochester"  could 
not,  therefore,  have  been  "  ruinous  to  the  business"  in  1869. 
It  is  much  more  likely  that  Mr.  Whitney's  business  sagacity  led 
him  at  that  early  day  to  anticipate  that  the  enormous  produc- 
tion of  grain  and  flour  at  the  West  would  ultimately  injure,  if 
not  ruin,  the  milling  business  at  Rochester — a  result  that  has 
actually  taken  place . 

But  the  fact  still  remains  that  most,  or  all  of  these  witnesses, 
now  complain  of  discriminations  against  Rochester  millers,  in 
favor  of  those  at  the  West,  and  attribute  the  decline  of  their 
business  to  that  circumstance.  But  they  did  not,  and  could  not 
say  that  this  discrimination,  whatever  it  may  be,  has  been  any 
greater  since  the  decline  in  the  profit  of  the  business  bcjantioo  years 
ago,  than  it  was  before  that  ivhen  the  business  ivas  profitable. 

We  must  look  then  for  some  other  cause  which  has  especially 
operated  against  their  business  during  the  last  two  years. 
One  of  their  own  witnesses  gives  us  the  clue,  and  I  shall  refer 
to  his  testimony  a  little  later. 

Several  of  the  millers  undertake  to  give  the  situation  of 
Rochester  as  a  milling  point,  and  the  extent  of  the  alleged  dis- 
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crimination  against  her  in  favor  of  the  Western  miller.  They 
admit  that  Rochester  millers  must  incur  the  additional  ex- 
pense of  the  stop-over  charges,  but  they  claim  that  they  are 
compensated  by  other  considerations,  such  as  cheaper  barrels 
and  a  better  price  for  the  bran.  They  say  that  what  breaks 
down  their  business  is  a  discrimination  in  freight  rates,  and 
they  undertake  to  give  the  amount  of  that  discrimination.  Mr. 
Hinds,  one  of  the  most  intelligent  of  their  millers,  and  an 
officer  of  the  "  State  Miller's  Association,"  gives  the  amount 
of  the  discrimination  at  36  cents  per  barrel  in  favor  of  the 
Western  miller  (pp.  1122,  1123).  Farley  gives  it  at  35  to  40 
cents. 

Now  it  will  be  borne  in  mind  that  the  rate  of  grain  from 
from  Buffalo  to  Rochester  is  not  complained  of.  From  the 
West  to  Buffalo  the  cheap  lake  freights  are  available  nine 
months  in  the  year.  Indeed  it  is  not  the  rate  from  the  West 
to  Rochester,  but  the  rate  from  Rochester  east  which  is  the 
bone  of  contention. 

Now  why  is  it  that  the  Rochester  miller  cannot  compete  with 
the  Minneapolis  miller?  What  has  occurred  in  the  last  two 
years  which  has  prevented  the  Rochester  miller  from  compet- 
ing with  the  miller  at  Minneapolis  ? 

On  this  point  the  testimony  of  Mr.  Salmon,  a  grocer  and 
dealer  in  flour  at  Rochester,  a  witness  called  by  our  accusers, 
is  instructive  and  cogent.     I  give  the  whole  of  it : 

"  Q.  Where  do  you  live  ?     A.  Rochester. 

"  Q.  Have  you  been  engaged  during  the  past  year,  in  the 
"  shipment  of  flour  to  Europe  ?     A.  Yes  sir. 

"  Q.  Are  you  a  miller  ?  A.  No,  sir ;  I  am  a  grocer— flour 
"  dealer. 

"  Q.  To  what  part  of  Europe  have  you  made  shipments  ?  A. 
"  Liverpool. 

"  Q.  How  long  have  you  lived  here  in  Rochester  ?  A. 
"  Eighteen  years. 

"  Q.  You  have  some  business  or  association,  or  relatives  in 
"  Europe  ?     A.  I  have  a  brother  there. 

"  Q.  Have  you  been  thus  led  into  the  business  which  enabled 
"  you  to  see  where  flour  could  be  got  for  shipment  to  Liverpool 
"  at  the  cheapest  rates  ?    A.  Yes,  sir. 

"  Q.  Did  you  make  application  to  the  millers  here  for  any 
: "  quantity  ?     A.  Yes,  sir. 

"  Q.  And  compare  prices  at  which  it  could  be  got,  and  sent 
"  forward  with  the  prices  west  ?    A.  Yes,  sir. 

",Q.  What  was  the   result  of  that  comparison?     A-  The 
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"  result  was  that  I  could  buy  it  cheaper  in  the  West,  and  have 
"  it  delivered  in  Liverpool  cheaper  than  I  could  buy  it  here, 
"  and  have  it  delivered  in  Liverpool. 

"  Q.  Did  you  ascertain  anything  about  the  freights — how 
"  the  freights  affected  that  result  ?     A.  Yes,  sir. 

"  Q.  State.  A.  At  one  time  I  inquired,  and  the  freight 
"  from  here  was  92  cents,  and  from  Minneapolis  it  was  88 
"  cents. 

"  Q.  Freight  to  Liverpool  ?    A.  Yes,  sir ;  through  freight. 

"  Q.  To  what  extent  have  you  made  shipments  of  flour  dur- 
"  during  the  last  year  ?  A.  Perhaps  800  barrels ;  perhaps 
"  more  than  that ;  I  don't  remember  exactly. 

"  Q.  And  where  has  that  flour  been  purchased  by  you  ?  A. 
"  When  I  first  commenced  I  purchased  it  in  Rochester. 

'"  Q.  To  what  extent  ?  A.  I  don't  remember  exactly ;  I 
"  made  two  or  three  shipments  from  Rochester. 

"  Q.  And  then  abandoned  it  for  the  reasons  you  have  given  ? 
"  A.  Yes,  sir. 

"  Q.  And  went  and  got  it  elsewhere  ?     A.    Yes,  sir. 

"  By  Mr.  Laning  : 

"  Q.  How  much  flour  did  you  buy  here — how  much  have 
"  you  bought  and  shipped  to  Liverpool  all  told  ?  A.  I  could 
"  not  tell." 

"  Q.  As  near  as  you  can  ?    A.  Perhaps  a  thousand  barrels. 

"  Q-  From  here  ?     A.  No,  sir. 

"  Q.  How  much  have  you  bought  here  in  Rochester  and 
"  sent  to  Liverpool ,  appproximate  to  it  as  near  as  you  can  ? 
"  A.  Somewhere  between  200  and  400  barrels. 

"  Q.  And  the  balance  where  have  you  bought  ?  A.  At  Cleve- 
"  land  and  Minneapolis. 

"  Q.  What  made  you  buy  it  there  ?  A.  Because  I  could 
"  lay  it  down  in  Liverpool  cheaper  than  I  ceuld  from  Roches- 
"  ter. 

"  Q.  How  much  cheaper ;  what  did  you  pay  a  barrel  for 
"  your  flour  ?    A.  I  cannot  remember  exactly. 

"  Q.  What  did  you  pay  here  and  what  did  you  pay  there  ? 
"  A.  Perhaps  the  difference  in  the  cost  of  the  flour  was  75 
"  cents,  and  the  difference  in  freight— the  most  that  it  has 
"  ever  been — has  been  30  cents  more  from  Minneapolis  to 
"  Liverpool ;  the  difference  in  freight  from  here  to  Liverpool 
"  and  from  Minneapolis,  the  most  has  been  30  cents  a  barrel. 

"  Q.  Where  was  your  freight  rate  made  ?  A.  At  Minneapo- 
"  lis  ;  I  buy  the  flour  delivered  on  the  docks  in  Liverpool,  and 
"  here  I  got  the  price  of  flour  and  the  rate  of  freight  from  the 
"  local  ag6nt  here. 

"  Q.  Where  was  your  rate  made  here  for  Liverpool  ?  A. 
"  From  Mr.  Embry,  or  from  Mr  Harris,  or  in  gome  cases 
"  through  the  millers, 
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"  Q.  In  other  words,  then,  the  seller  or  vender  of  flour  in 
"  Minneapolis  would  put  your  flour  down  in  Liverpool  so  that 
"  you  could  make  a  better  profit  on  it  than  you  could  by  buy- 
"  ing  it  in  Rochester  ?  A.  It  has  not  been  a  matter  of  profit 
•'  for  me  ;  I  have  been  buying  it  for  my  brother  ;  it  could  be 
"  laid  down  there  for  less  money  than  I  conld  buy  it  in  Roch- 
"  ester  and  lay  it  down  in  Liverpool. 

'•  Q.  He  could  get  it  for  less  money?    A.  Yes,  sir. 

"  Q-  They  manufacture  a  good  deal  more  flour  in  Minnea- 
"  polis  than  they  do  in  Rochester,  don't  they  ?  A.  I  should 
"  think  they  did ;  yes,  sir. 

"  Q.  About  what  is  the  capacity  of  their  manufacture  in 
"  Minneapolis  daily  ?  A.  I  could't  tell  you ;  I  have  read 
"  statements  but  don't  remember  them. 

"  Q.  That  is  in  the  midst  of  the  best  wheat  growing  country 
"  in  the  United  States,  isn't  it  ?     A  Yes  ;  I  believe  it  is. 

"  Q.  And  they  produce  a  butter  grade  of  flour  there,  do 
"  they  not,  than  any  other  place  ?  A.  It  hasn't  suited  any 
"  better  where  I  have  sent  it  than  the  flour  that  was  made  here, 
"  and  some  kinds  not  so  well. 

"  By  Mr.  Seopman  : 

"  Q.  How  much  less  did  you  buy  your  flour  for  in  Minnea- 
polis than  you  could  buy  it  in  Rochester  ?  A.  At  about  75 
"  cents  a  barrel. 

"  Q.  There  was  not  that  difference  between  the  freight  was 
"  there  ?  A.  Between  the  freights  in  bringing  it  here  and 
then  reshipping  to  New  York  ? 

"  Q.  No ;  the  freight  that  you  had  to  pay  from  here  to 
"  Liverpool  ?  A.  No ;  but  I  bought  the  flour  75  cents  less, 
"  and  then  I  had  only  15  or  20  or  25  cents  more  freight  to  pay, 
"  which,  if  I  paid  25,  would  maka  a  saving  of  50  cents  a  barrel. 

"  Q.  When  was  it  that  the  rate  was  given  you  from  Roches- 
"  ter  to  Liverpool  at  92  cents  ?  A.  Last  September  a  year  ago. 

"  Q.  And  the  rate  you  ascertained  from  Minneapolis  to 
"  Liverpool  was  83  cents?  A.  In  the  same  week — not  the 
"  same  day,  but  in  the  same  week. 

"  Q.  Don't  you  know  that  the  freight  varies  every  day?  A. 
"  Yes,  I  do  ;  that  was  in  the  same  week,  inquiry  was  made  at 
"  the  same  time,  only  one  I  had  to  telegraph  for  and  the  other 
"  I  got  right  here  in  the  city. 

"  Q.  If  you  could  have  laid  that  flour  down  in  Liverpool  by 
"tthe  Baltimore  and  Ohio  route  or  the  Pensylvania  route,  you 
"  would  have  had  it  shipped  that  way,  wouldn't  you  ?  A.  I 
"  would  have  had  it  shipped  by  the  cheapest  route  and  by  the 
"best  line  of  steamers. 

"  Q.  Do  you  know  whether  the  ocean  rate  was  the  same  on 
"Minneapolis  flour?    A  That  I  don't  know. 

"  Q.  You  don't  know  anything  about  the  division  of  freight 
"  between  the  railroad  lines  and  steamship  lines  ?  A.  Only 
"  what  I  have  seen  in  the  papers." 
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Now  there  is  no  pretence  that  the  rate  of  grain  from  the 
West  to  Rochester  is  higher  thau  the  rate  on  flour  from  the 
same  points  to  Rochester.  Nor  is  the  rate  on  grain  from  the 
West  a  subject  of  complaint  by  the  Rochester  miller,  his  only 
quarrel  being  with  the  rate  from  Rochester  east,  as  compared 
with  the  through  rate  from  the  West  to  the  seaboard  or  to 
Liverpool. 

It  will  be  noted  that  the  rate  from  Rochester  to  Liverpool 
was  never  more  than  4  cents  higher  than  the  rate  from  Minne- 
apolis to  Liverpool,  and  usually  it  was  from  15  to-  30  cents 
lower.  Now,  why  did  not  the  purchaser  buy  his  flour  at  Ro- 
chester, and  ship  it  to  Liverpool,  when  the  freight  was  30  cents 
cheaper  from  Rochester  to  the  foreign  port  than  from  the 
West?  The  answer,  of  course  is,  because  he  could  buy  his 
flour  at  the  West  75  cents  per  barrel  cheaper  than  at  Roches- 
ter !  We  may  well  paraphrase  an  old  proverb,  and  say,  "  an 
ounce  of  fact  is  worth  a  pound  of  theory." 

These  Rochester  millers  have  been  theorizing  and  specu- 
lating on  the  assumed  fact  that  they  could  bring  grain  from  the 
West,  manufacture  flour  of  it,  and  put  it  on  the  market  at  the 
same  price  as  the  western  miller  could  sell  it,  and  that  all  they 
wanted  was  a  rate  to  the  East,  which  would  be  pro  rata  with 
that  of  their  western  rivals.  When  these  notions — "  wishes, 
fathers  to  their  thoughts  " — are  brought  to  the  test  by  one  of 
their  own  citizens,  we'  find  that,  alter  a  fair  trial,  he  abandons 
Rochester  as  a  market  to  purchase  in,  and  goes  West  be- 
cause he  can  buy  his  ilour  there  75  cents  cheaper.  Of  course 
this  75  cents  is  a  difference  not  created  by  the  railroads,  but  by 
the  western  miller — the  result  of  his  nearness  to  the  source 
of  supply  of  the  raw  material,  and  to  the  superior  facilities  he 
has,  in  modern  machinery  and  large,  operations  over  the  an- 
tique and  smaller  mills  o!  Rochester.  If,  therefore,  the  alleged 
36  cents  discrimination  on  a  barrel  against  Rochester,  were 
wiped  out  by  a  pro  rain  rate  from  Rochester,  east,  there  would 
still  be  37  cents  against  her,  an  amount  which  all  her  wit- 
nesses agree  would  render  the  milling  business  there  unprofit- 
able. 

If  there  could  be  a  doubt  about  the  correctness  of  this  con- 
clusion, it  would  be  removed  by  the  testimony  of  Mr.  Farley. 
He  is  a  miller  at  Rochester,  and  markets  most  of  his  product 
in  that  city.     When  asked  if  a  lower  rate   from  Milwaukee  to 
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Rochester  would  not  injure  bis  business,  he  said,  "yes,  sir  ;  by 
the  way,  there  is  a  great  deal  of  flour  being  brought  herefrom  Mil- 
woulcee."  It  follows,  of  course,  that  if  Milwaukee  can  compete 
with  Rochester  at  her  own  doors,  and  under  the  same  and  even 
higher  rates  to  Kochester,  than  the  Kochester  miller  pays  on 
grain  from  the  West,  she  can  compete  with  her  at  points  east 
of  her  with  the  same  rates  from  Rochester.  It  follows  also  that 
the  difficulty  of  making  milling  profitable  at  Rochester  for 
the  last  two  years  is  not  chargeable  to  the  railroads,  but  is 
the  culmination  of  the  force  of  superior  advantages  of  the  western 
miller  for  the  supply  of  the  raw  material,  or  for  its  manufacture 
into  flour,  or  both.  The  effect  of  these  latter  advantages  are 
described  by  Mr.  Matthews  in  his  testimony  (pp.  2,123-4-5.) 

The  only  observation  I  shall  add  here  is  to  call  attention  to 
the  testimony  of  Mr.  Ball,  of  Buffalo  (p.  2042).  He  is  a 
dealer  in  grain  and  flour,  and  sells  from  15,000  to  25,000  bar- 
rels per  year  in  Buffalo,  under  the  noses  of  the  Buffalo  mill- 
ers. He  says  he  can  buy  flour  West  at  better  advantage  than 
at  Buffalo,  though  he  brings  his  flour  from  the  West  by  rail, 
and  the  Buffalo  miller  can  get  his  grain  from  the  West  by 
cheaper  lake  freights  three  quarters  of  the  year.  No  comment 
is  needed  to  show  the  force  and  direction  of  these  facts. 

The  Grain  Trade  of  Buffalo. 

This  trade  has  undoubtedly  declined  there.  As  a  leading 
place  for  the  purchase  and  sale  of  cereals,  Buffalo  has  been 
substantially  supplanted  by.  the  great  western  centres,  which 
now  accumulate  in  a  short  time  immense  masses  of  grain, 
drawn  from  the  extensive  wheat  fields  in  the  midst  of  which, 
or  on  the  borders  of  which,  they  are  situated.  The  testimony 
of  one  competent  witness  on  this  point  is  as  good  as  that  of 
a  thousand,  and  will  illustrate  the  whole  subject.  I  therefore 
call  jour  attention  to  the  statement  of  Mr.  John  B.  Griffin. 
He  is  a  man  of  large  experience,  both  as  a  miller'and  a  grain 
dealer  of  many  years  standing,  having  beeii  formerly  engaged 
in  the  latter  business  in  the  City  of  New  York. 

His  business  at  Buffalo  was  very  extensive,  sometimes  cov- 
ering a  million  of  bushels  on  the  way  there.  After  speaking 
of  the  milling  business  at  Buffalo,  he  was  questioned  as  to  the 
grain  trade,  and  testified  as  follows  : 
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"  Q.  Where  do  you  buy  your  wheat  ?  A.  Principally  in 
"  Milwaukee,  Chicago  and  in  Buffalo. 

"  Q.  Have  you  discovered  a  change,  in  recent  years,  in 
"  Buffalo,  as  to  a  market  for  wheat  ?    A.  Very  great,  sir. 

"  To  what  do  you  attribute  that  change  ?  A.  To  the  facili- 
"  ties  of  handling  through  freight. 

"  Q.  Isn't  it  in  part  due  also  to  the  low  rates  of  freight 
"  from  the  west  to  the  eastern  seaboard  ?  A.  I  don't  think 
"so;  I  have  been  a  large  receiver  here  of  grain,  as  a  mer- 
"  chant ;  I  was  a  merchant  in  New  York,  and  a  receiver  there, 
"  formerly ;  I  came  here  as  a  buyer  of  grain,  and  was  one  of 
"  the  largest  buyers  of  grain  here  from  1858  to  1864,  and  the 
"  business  fell  off  so  we  could  not  handle  grain  here  at  all; 
"  could  not  buy  it ;  they  would  go  west ;  orders  would  come 
"  here  for  50,000  or  100,000  bushels  of  wheat,  and  we  could 
'"  not  fill  it ;  we  would  spend  all  day  looking  it  up,  and  they 
"  could  telegraph  to  Chicago  or  Milwaukee  and  fill  an  order 
"  in  half  an  hour  ;  and  the  facilities  of  handling  grain  became 
"  such  that  it  destroyed  our  grain  trade  here ;  it  has  almost 
"  ceased  to 'be  a  market. 

"  Q.  Do  you  speak  of  the  elevator  facilities  ?  A.  No  ;  the 
"  freight  facilities  ;  buying  in  large  bulk ;  there,  a  man  can 
"  step  into  the  market  and  buy  50,000  or  100,000  bushels  of 
"  wheat  in  five  minutes  ;  get  an  order  here  for  50,000  bushels 
"  of  wheat,  and  you  will  look  around  two  or  three  hours  if  it 
"  is  here ;  but  if  you  find  it  is  not  here,  you  have  got  to  tele- 
"  graph  back,  and  the  party  loses  the  purchase,  and  he  goes 
"  to  the  market  where  he' can  get  the  accumulation. 

"  Q.  If  the  same  accumulation  existed  here,  at  Buffalo,  of 
"  course  this  would  be  as  good  a  market  ?  A.  It  was  origin- 
"  ally. 

"  Q.  And  the  reason  why  now  you  cannot  buy  at  the  same 
"  advantage  at  Buffalo  is  because  the  accumulation  is  not  here? 
"  A.  The  accumulation  is  not  here,  and  I  suppose  that  has  a 
"  great  deal  to  do  with  the  filling  of  orders. 

"  Q.  Don't  you  know,  as  a  matter  of  fact,  that  through  rates 
"  have  been  in  past  years  lower  from  western  points  than 
"  from  Buffalo?     A.  Not  of  my  own  knowledge. 

"  Q.  I  mean  from  trade  circulars?  A.  I  know  from  circulars 
"  and  from  general  reports,  and  newspapters. 

"  Q.  That  such  has  been  the  case  ?     A.  Yes,  sir. 

"  Q.  Would  not  that  in  itself  have  a  considerable  tendency 
"  to  change  the  markets  ?     A.  Very  likely. 

"  Q.  You  have  been  largely  engaged  in  the  grain  trade,  and 
'■  familiar  with  it  for  many  years  ?    A.  Yes,  sir. 

"  Q.  And  for  what  length  of  time  have  you  been  id  the  milling 
"  business  ?  A.  I  have  had  to  do  with  mills  for  the  last  thirty 
"  years,  but  not  as  a  practical  miller — a  merchant  miller,  as 
"  you  might  term  it. 
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"  Q.  And  you  attribute  the  fact  that  Buffalo  has  ceased  to 
"  be  a  grain  market  to  the  facilities  with  which  grain  is  handled 
"  and  moved  from  points  where  it  is  produced  to  the  points 
"  where  it  is  finally  wanted  for  exportation  and  use  ?  A.  Yes, 
"  sir  ;I  know  of  large  orders  that  go  direct  from  Liverpool  and 
"  and  Glasgow  and  London  to  Chicago  and  Milwaukee,  and  are 
"  filled  there,  and,  of  course,  there  must  be  some  advantage  in 
"  doing  it,  or  they  would  not  do  it. 

"  Q.  They  do  not  think   it  worth  while  to  have  the  grain 

"  stop  here  and  go  through  the  hands  of  the  middle  man,  and 

"  all  that  sort  of  thing,  but  they  buy  it  of  the  producer  ?     A. 

"  No,  sir. 
********* 

"  Q.  Suppose  the  rates  from  Chicago  or  Milwaukee,  or 
"  Kansas  City,  all  these  great  western  points — suppose  they 
"  were  pro  rated  through,  and  Buffalo  was  charged  the  same 
"  price  from  here  to  New  York,  as  her  proportion  would  be  of 
"  the  price  through  from  Chicago  to  New  York,  would  that 
"  transfer  the  purchase  of  grain  from  Chicago  here  and  from 
"  Milwaukee  here,  and  make  this  the  great  place  for  purchas- 
"  ing  grain  for  foreign  markets,  or  would  they  still  go  west? 

"  A.  They  would  still  go  west. 

I  need  not  remind  you  that  this  state  of  things  is  beyond 
legislative  .control,  unless  the  Assembly  of  New  York  can  by 
statute  reverse  those  laws  of  trade  which  have  ^hitherto  oper- 
ated on  the  business  affairs  of  mankind  with  exact  precision 
and  irresistible  power. 

A  few  words  about  the  pork  packing  business  op  Buffalo. 

A  reference  to  the  testimony  of  a  single  witness  on  this  point 
is  all  that  is  necessary  for  my  purpose.  Jacob  Dold,  one  of 
the  four  large  packers  at  Buffalo,  was  examined  at  length.  He 
has  nothing  to  complain  of  now,  under  the  pooling  arrange- 
ment (p.  2,152).  He  does  not  seem  to  appreciate  the  enlight- 
ened criticisms  of  the  "  Chamber  of  Commerce  "  on  pooling. 

A  fact  already,  of  course,  well  known,  is  mentioned  by  this 
witness  and  that  is — this  enormous  business,  of  "pork- 
packing,"  embracing  the  whole  economy  of  converting  swine 
into  articles  of  food  and  other  uses,  is  conducted  west  of  "this 
State.  Its  growth  in  the  last  twenty  or  thirty  years  has  been 
very  great,  and  many  have  grown  rich  by  its  pursuit.  But  the 
increase  of  the  business  has  been  mainly,  if  not  altogether  cop- 
fined  to  the  West.  It  has  followed  the  same  law  which  tends 
to  carry  the  manufacture  of  most  bulky  articles  to  the  prigin- 
inal  sources  ol  the  supply  of  the  raw  material. 
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Oue  would  naturally  look  for  such  a  result  in  this  trade 
where  so  much  weight  of  the  raw  material  runs  to  waste  in  the 
process  of  manufacture,  as  the  transportation  of  t^at  waste 
must  be  at  a  loss. 

Dold  is  instructive  on  this  point.  I  give  an  extract  from 
his  test  mony  : 

"  Q.  There  was  formerly  considerable  pork-packing  done  in 
"  New  York  City  ?     A.  Yes,  sir. 

"  Q.  That  is  pretty  much  all  gone,  I  suppose  ?    A.  It  is. 

"  Q.  It  would  necessarily  go,  wouldn't  it,  from  the  fact  that  it 
"  is  better  to  kill  the  hogs  near  the  place  where  they  are 
"  gathered,  so  as  to  get  rid  of  transporting  this  twenty  per 
"  cent,  which  passes  off  in  offal '?  A.  Yes,  there  is  something 
"  in  that ;  but  there  is  another  thing  also  that,  perhaps,  is  proper 
"  to  mention  ;  there  is  not  that  competition  in  live  stock  freight 
•'  that  there  is  in  dead  freight,  and  I  really  think  often  that 
"  they  put  it  a  little  strong  on  live  stock. 

"  Q.  You  know  there  have  been  cut  rates  in  live  stock,  and  they 
"  have  been  carried  very  low  ?  A.  It  probably  may  be  so,  but 
'■  I  have  not  experimented  in  it,  from  the  west  to  here. 

"  Q.  What  is  the  cause  of  the  pork-packing  in  Mew  York 
"  dying  out?  A.  Just  as  I  say,  one  thing  is,  they  save  the 
"  transportation  of  waste  matter  from  the  west;  and  another 
"  thing  is,  that  live  stock  is  so  much  more  freight  per  hun- 
"  dred  than  dressed  stock  ;  there  are  two  grand  reasons  for  it " 
(p.  2161). 

I  hardly  think  the  Legislature  of  New  York  will  undertake 
to  prescribe  the  difference  which  shall  prevail  between  the 
rates  on  live  swine  and  those  which  shall  be  paid  on  their 
dead  carcasses. 

The  main, reasons  why  this  branch  of  business  has  held  its 
own  better  in  Buffalo  than  farther  east  are  obvious.  The  lat- 
ter is  nearer  the  sources  of  the  raw  material.  Indeed  a  con- 
siderable supply  is  drawn  from  the  surrounding  country  and 
from  northern  Ohio.  The  business  in  Buffalo  appears  too,  to 
be  conducted  by  large  capitalists  and  with  wonderful  economy. 
On  this  latter  point  I  again  cite  the  same  witness. 

•  By  the  Chaieman  : 

"  Q.  I  confess  that  it  has  seemed  to  me  that  this  pork-pack- 
"  ing  business  must,  of  necessity,  go  to  the  west,  because  it 
"could  be  done  there  more  economically  than  at  the  east,  and 
"  I  was  a  little  surprised  at  your  answer,  that  the  value  of  the 
"  offal  here  would  pay  for  the  transportation  charges  here ;  you 
"  have  explained  that  to  me  ;  now,  I  would  like  to  have  you 
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"  elaborate  that  a  little,  and  give  the  Committee  some  idea  of 
"  the  value  ;  tell  us  just  what  you  do  with  it  ?  A.  I  will  tell  you 
"  how  that  is  in  a  nutshell ;  a  man  has  to  understand  his  busi- 
"  ness  ;  he  has  to  learn  how  to  make  a  cent  as  well  as  how  to 
"  make  a  dollar,  and  learn  how  to  take  care  of  little  odds  and 
"  ends,  which  not  everybody  has. 

"  By  Mr.  Notes  : 

"  Q.  He  makes  fertilizers  of  this  offal?  A.  He  don't  include 
"  all  offal  for  fertilizer ;  they  only  make  fertilizer  of  what  is  fit 
"  for  manure,  but  there  is  offal  besides  that ;  for  instance,  the 
"  little,  small  pieces  of  lean  meat  we  make  pork  sausages  of ; 
"  we  make  headcheese  out  of  the  head  ;  we  make  blood  pud- 
"  ding  out  of  the  blood  and  the  casing  of  the  guts  ;  we  make 
"  liver- wurst  out  of  the  liver  and  heart;  and  so  on,  etc. ;  that 
"  includes  the  offal." 

While  we  must  admire  the  thrift  of  Mr.  Dold,  whose  busi- 
ness maxims  resemble  the  wise  rules  prescribed  by  Dr.  Frank- 
lin in  "  Poor  Richard's  Almanac,"  yet,  if  this  narrow  and  ques- 
tionable margin  on  which  the  profits  of  this  business  rests  at 
Buffalo,  requires  a  special  act  of  the  Legislature  against  the 
railroads  to  preserve  it,  it  should  be  entitled  "  An  Act  for  the 
Encouragement  of  the  Medical  Profession  by  promoting  the 
propagation  of  dyspepsia  and  scrofula.'' 

But  neither  the  pork-packers  nor  the  doctors  of  Buffalo  ask 
for  this  legislation.  And  as  the  former  express  themselves  as 
satisfied  with  the  state  of  their  trade  under  the  system  now 
being  carried  out  by  the  railroads,  the  matter  may  be  dis- 
missed from  further  consideration. 

The  Shipping  Interests  of  Buffalo. 

I  shall  say  very  little  on  this  subject  here.  I  commend  to 
your  attention  the  testimony  of  Mr.  Jones  (pp.  2336-2356). 
He  gives  the  mutations  to  which  that  business  has  been  sub- 
ject, through  many  years,  and  their  causes.  If  this  committee 
can  find  therein  any  legitimate  material  for  censuring  the  rail- 
roads, or  out  of  which  to  frame  an  act  for  the  regulation  of  ship 
building  at  Buffalo,  or  transportation  on  the  lakes,  they  will, 
doubtless,  do  what  they  may  think  the  occasion  requires.  I  do  not 
believe,  however,  that  they  will  find  any  evils  that  are  remedi- 
able by  legislation.  Commerce  onthe-great  lakes  between  the 
39 
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States  would  seem,  however,  to  be  under  the  jurisdiction  of 
Congress  instead  of  the  State  Legislatures. 

I  have  not  overlooked  the  subject  of  the  Union  Steamboat 
Company,  or  that  of  the  Union  Dry  Dock  Company,  but  I 
shall  defer  the  litt'e  I  have  to  say  thereon  till  a  subsequent 
stage  of  my  remarks. 

I  do  not  believe  that  Buffalo  has  suffered  any  more  during 
the  past  few  years  than  any  other  parts  of  the  country,  either 
in  her  particular  industries  or  her  general  prosperity.  Nor  do 
I  believe  that  her  citizens  generally  are  discontented  at  the 
railroads,  which  have  augmented  her  wealth,  and  stimulated 
the  growth  of  their  City.  Favorably  situated  as  she  is,  at  the 
foot  of  the  lakes  and  the  head  of  the  canal,  she  enjoys  advan- 
tages which  no  other  town  in  the  State  west  of  the  seaboard 
possesses.  The  counsel  for  the  Chamber  of  Commerce,  in  his 
opening  speech,  invited  us  to  a  contemplation  of  the  prosper- 
ity of  New  York  City,  by  a  reference  to  her  increase  in  popu- 
lation during  several  decades.  I  will  illustrate  the  same  idea 
by  a  reference  to  some  statistics  in  regard  to  Buffalo.  I  invite 
your  attention  to  the  following  table  : 

1820.  pop.  2,095. 

1830.  8,650.  Increase  in  10  years 350  per  cent. 

1840.           "  18,213.  "  "             100  "  " 

1850.            "  42,261.  "  "              133  "  " 

1860.            "  81,129.  "  "              93  "  " 

1870.            "  117,714.  "  "              45  "  " 

1879  (Estimate)  160,000.  "  " 36  "  " 

In  estimating  these  percentages  I  have  discarded  fractions. 

It  will  be  noted  that  in  the  case  of  almost  every  city,  where 
the  population  has  reached  a  considerable  magnitude,  the 
percentage  of  increase  diminishes. 

Undoubtedly  Buffalo  would  have  been  comparatively  a  more 
important  place  if  no  railroad  had  ever  been  built,  and  "  the 
water-ways  had  continued  the  main  routes."  IJo  graiu  would 
have  gone  over  the  Pennsylvania  or  the  Baltimore  &  Ohio 
roads.  It  would  have  all  been  landed  from  lake  craft  on  the 
docks  of  Buffalo,  and  thence  gone  by  canal  to  the  seaboard. 
All  west-bound  freight  would  have  gone  through  her  hands- 
But  that  is  past  recall. 

If  we  are  to  believe'  one  of  her  most  experienced  citizens, 
Buffalo  has  suffered  much  more  from  the  mismanagement  of 
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the  canal  than  from  any  policy  of  the  railroads  (pp.  2082,  2083). 
She  has  also  been  injured  by  the  conduct  of  some  of  her  people 
which  has  driven  business  away,  and  by  the  high  cost  of 
handling  grain.  Her  elevator  investment  has  been  out  of  all 
proportion  to  the  needs  of  the  business,  and  yet  the  general 
business  is  taxed  for  the  benefit  of  the  whole  investment.  The 
number  has  been  increased  in  face  of  the  fact  that  some  ele- 
vators have  stood  idle  for  ten  years,  until  the  grain  business 
is  saddled  with  a  combination  which  includes  empty  buildings, 
"  toothpicks,"  and  floating  "  teasers."  The  railroad  elevators 
have  been  forced  into  this  combination  in  order  to  give  value  to 
what  would  otherwise  be  worthless  proper  (Frank  Perew,  p. 
2372). 

But  I  leave  Buffalo  here,  only  quoting  a  remark  of  Mr.  Bul- 
lard,  one  of  her  most  valuable  and  active  citizens,  to  this  Com- 
mittee, to  the  effect  that  "  but  for  the  general  depression  of 
business  since  the  panic  of  1874,  this  investigation  would  never 
have  been  heard  of." 

The  last  general  subject  I  shall  refer  to  in  connection  with 
the  testimony  taken  in  -western  New  York,  is  that  of 

The  depression  of  agriculture  and  the  consequent 
depreciation  of  farming  lands. 

I  regret  that  the  great  number  of  points  which  must  be 
noticed  in  this  discussion,  render  it  impossible  to  go  at  great 
length  and  in  detail  into  many  of  them,  and  especially  into 
this  claim,  that  the  depression  of  the  agricultural  interests  of 
this  State  is  chargeable  to  improper  action  of  the  railroads- 
This  notion  is  a  delusion  of  thinnest  and  most  vapory 
character. 

In  considering  this  and  kindred  questions  in  any  fair  light, 
it  is  essential  to  take  into  consideration  all  the  elements  which 
enter  into  the  problem.  And  it  must  not  be  forgotten  that  the 
New  York  railroads  are  sought  to  be  held  responsible  for  the 
depression  of  agriculture  as  well  as  other  branches  of  industry 
in  the  State.  The  tendency  of  that  class  of  farmers  who 
undertake  to  speculate  and  generalize  on  the  subject  of  the 
change  in  their  circumstances,  is  to  confine  their  search  for 
the  causes  of  their  troubles  to  the  forces  at  work  in  their  own 
State,  regardless  of  the  places  beyond  its  boundaries  where 
these  forces  originate  and  acquire  their  power  and  direction. 
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An  illustration  of  this  remark  is  found  in  the  testimony  of 
Mr.  Harris  Lewis,  to  whom  the  counsel  on  the  other  side  put 
117  questions,  a  very  large  number  of  which  were  answered 
by  monosyllables.  On  looking  at  his  statement  one  wonders 
why  he  was  called  at  all,  unless  it  was  to  aid  his  efforts  and  pros- 
pects in  another  field  of  distinction.  But  he  formulated  his 
little  "indictment  against  the  railroad  system  of  this  State," 
in  the  simplest  and  most  comprehensive  form.  He  charges 
that  the  railroads  "have  virtually  transferred  his  farm  1,000 
miles  west."  Another  witness  says  they  have  carried  his  "to 
the  banks  of  the  Mississippi  river."  It  is  undoubtedly  true^in 
one  sense,  that  the  introduction  of  railroads  has  tended  largely 
to  diminish  the  difference  between  the  value  of  lands  in 
Herkimer  County,  New  York,  and  the  lands  in  Hennepin 
County,  Illinois.  In  that  sense,  Mr.  Lewis'  farm  in  New  York, 
may  be  said  to  have  been  moved  west,  and  Mr.  Smith's  farm 
in  Illinois,  to  have  been  correspondingly  moved  east.  But 
what  railroads  have  done  this,  and  how  have  they  done  it  ? 

The  whole  railroad  system,  running  from  the  West  to  the 
sea-board,  has  operated  in  this  direction.  If  the  New  York 
roads  were  blotted  out  of  existence,  still  the  products  of  the 
West  would  reach  the  eastern  markets  in  competition  with 
those  raised  by  the  farmers  of  New  York.  This  tendency  to 
diminish  the  difference  between  the  value  of  land  in  different 
parts  of  tbe  country,  is  not  peculiar  to  railroads,  nor  to  their 
particular  policy.  Mr.  Frederick  P.  Boot,  a  Monroe  county 
farmer,  testifies  that  the  opening  of  the  Erie  Canal  carried  his 
land  up  in  value  from  $15  or  $40  per  acre  to  $50.  This  brought 
the  western  New  York  farmer  at  once  into  competition  with 
the  farmer  near  the  sea-board  and  on  the  Hudson  river.  As  it 
raised  the  value  of  farming  land  in  the  western  part  of  the 
State,  it  diminished  the  value  in  the  eastern  part,  for  the 
farmers  in  the  latter  no  longer  had  a  monopoly  of  supplying 
the  eastern  cities.  The  cost  of  canal  transportation  for  300 
miles  then  became  less  than  the  land  carriage  of  the  easjtern 
farmer  who  lived  any  considerable  distance  from  the  water 
routes  emptying  into  the  sea.  In  addition  to  this,  the  opening 
of  the  canal  brought  all  the  farming  lands  on  the  shores  of  the 
lakes,  and  on  the  shores  of  the  navigable  rivers  emptying  into 
the  lakes,  in  competition  with  the  eastern  farmer.  The  west- 
ern farming  lands  thus  were  enhanced  in  value,  and  the  east- 
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ern  diminished.  A  striking  illustration  of  this  is  found  in  the 
effect  of  extension  of  the  railroad  into  Kansas,  on  the  farming 
lands  of  Illinois.  I  cite  from  Appleton's  last  Annual  Cyclo- 
pedia (1878)  :  "  Kansas  nearly  doubled  its  production  of 
"  cereals  in  1878,  and  took  its  place  as  one  of  the  chief  grain 
"  producing  States  of  the  Union.  The  crop  of  1877  was  15,- 
"  000,000  of  bushels  of  wheat,  and  103,000,000  bushels  of 
"  maize.  In  1878,  679,331  acres  of  new  land  were  ploughed 
"  up  in  that  State,  nearly  all  held  in  small  parcels,  and  in 
"  great  part  paid  for.  This  gives  its  farmers  a  great  advantage 
"  over  those  of  Illinois  and  other  States  of  the  West,  where 
"  the  ambition  to  cultivate  large  farms,  which  in  themselves 
"  are  often  less  economical  to  till  than  smaller  pieces  of  land, 
"  and  the  desire  to  accumulate  money  burdened  many  of  the 
"  farmers  with  loads  of  debt  at  high  rates  of  interest,  while 
"  grain  prices  were  high,  which,  at  the  present  prices  of  pro- 
"  duce,  are  quite  unmanagable.  In  such  districts,  despite  the 
"  enormous  crops  and  exports  of  1877  and  1878,  great  numbers 
"  of  farms  have  been  sold  under  foreclosure,  and  in  some  parts 
"  of  Illinois,  the  price  of  land  has  sunk  from  $50  to  $20  or  $25 
"  per  acre." 

Now,  grant  that  the  size  of  some  of  the  Illinois  farms  was 
was  an  aggravating  incident,  the  primary  cause  of  the  trouble 
was  bringing  the  cheaper  grain  fields  of  Kansas  into  competi- 
tion with  the  higher  priced  lands  of  Illinois.  In  the  sense  of 
Mr.  Lewis'  theory,  the  farms  of  Illinois  were  moved  further 
west  by  the  railroads  which  opened  the  Kansas  lands  and 
their  products  to  the  eastern  markets.  It  is  worthy  of  remark 
that  this  witness  arrives  at  a  redudio  ad  absurdum,  when  he 
admits,  as  he  does,  that  if  there  had  never  been  a  railroad,  his 
farm  would  have  been  more  valuable  than  it  is. 

But  the  witness  Eoot  says,  that  his  farm  does  not  produce 
as  much  net  income  as  it  did  formerly.  Of  course  it  does  not. 
That  is  inevitable  on  his  own  showing.  He  says  he  cleared 
in  one  year  $7,000  from  his  crops.  But  he  sold  his  wheat  at 
$2.31  per  bushel.  The  price  now  is  50  per  cent.  less.  Another 
witness  says  that  12  years  ago  he  sold  potatoes  at  $1.50  per 
bushel.  Now  they  are  35c. — 75  per  cent.  less.  Onions  then 
sold  at  $2  and  $2.50  per  bushel.  Now,  50c,  a  decline  of  75 
per  cent.     During  the  same  time  labor  has  fallen  but  33^  per 
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cent.,  and  some  of  the  farmer  witnesses  insist  that  the  supplies 
they  purchase  have  not  fallen  nearly  so  much  as  farm  pro- 
duce. It  is  not  surprising  that  farmers  find  the  "  times  hard," 
and  "business  duller,"  and  "a  harder  matter  to  meet  expenses 
and  pay  debts."  To  this  enormous  decline  in  the  price  of 
farm  products  must  be  added  the  rise  in  the  rate  of  taxation. 

As  to  the  decline  in  the  market  price  of  farming  lands  in 
this  State,  the  evidence  wholly  fails  to  show  that  there  has 
been  any  greater  falling  off  than  in  real  estate  generally,  in 
the  towns  aud  cities,  especially  in  the  Middle  and  Eastern 
States. 

But  the  witness  Boot,  admits  that  "  the  principal  cause  of 
"  the  trouble  is  western  competition,"  that  is  inevitable  com- 
petition (p.  1976).  But  he  says  that  the  trouble  is  aggravated 
by  "discrimination  "  of  the  railroads  which  operate  against 
the  New  York  farmer.  Being  something  of  a  doctrinaire,  he 
has  undertaken  to  generalize  on  the  subject,  and  has  con- 
cluded (on  what  data  does  not  appear),  that  this  alleged  dis- 
crimination amounts  to  about  5  per  cent,  on  the  products 
marketed.  This  would  be  a  little  over  3  cents  per  bushel  on 
the  articles  of  produce  which  I  have  just  named,  assuming  his 
estimate  to  be  correct. 

Now,  as  an  offset  to  this,  he  has  great  advantages  o?er  most 
of  the  Western  farmers.  Many  of  the  articles  he  consumes 
but  does  not  raise,  are  brought  to  his  door  cheaper.  His 
buildings  are  better,  his  horses  and  carriages  are  better  and 
his  whole  domestic  arrangements  are  on  a  more  liberal  and 
comfortable  scale.  Besides,  in  nearly  every  instance  the  New 
York  farmer  has  a  local  market  for  a  portion  of  all  his  crops, 
relieved  of  any  considerable  tax  of  transportation.  And  for 
nearly  two-thirds  of  the  year  he  has  the  canal  for  the  ship- 
ment of  products  east.  The  canals  delivered  at  the  tide  water 
in  1878,  62,561,000  bushels  of  grain  and  flour  alone.  That 
boat  loads  of  wheat  and  corn  can  be  sent  from  the  main 
points  on  the  canal  east  of  Buffalo  as  well  as  Irom  Buffalo 
itself  no  one  can  doubt,  unless  there  is  some  inherent  difficulty 
in  the  circumstances  which  characterize  and  qualify  the 
business. 

Now,  if  time  in  reaching  the  seaboard  markets  is  important, 
and  so  the  New  York  farmer  sends  his  products  by  rail,  then 
he  has  an  equivalent  in  being  1,000  miles  nearer  those  markets 
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than  the  Illinois  fanner,  and  can  respond  to  the  call  of  the 
purchaser  quicker.  If  the  quantity  to  be  shipped  east  from 
western  New  York  is  sandier  and  more  broken  and  to  be  picked 
up  from  more  points,  instead  of  being  gathered  as  the  pro- 
ducts of  the  West  are,  at  great  centres— is  a  reason  for  resort- 
ing to  rail  instead  of  canal  transportation,  then  the  New  York 
farmer  gets  an  equivalent  from  the  railroads  by  the  superior 
facilities  which  they  afford  him  under  the  circumstance  in 
which  he  is  placed. 

But  still  the  New  York  farmer  complains  that  he  has  to 
pay  a  higher  rate  per  mile  for  rail  transportation  over  the 
New  York  roads  than  is  paid  on  the  vast  products  of  the  West 
which  find  their  way  over  the  same  roads.  His  remedy  he 
thinks  is  in  a  pro  rata  freight  system— either  leveling  up  the 
through  rates  or  leveling  down  the  local  rates  to  a  mathemat- 
ical standard  of  uniformity. 

You  will  notice  that  this  subject  of  the  relation  or  difference 
between  through  and  local  rates  underlies  all  the  arguments 
and  ideas  of  the  persons  located  along  the  lines  of  the  roads 
iD  the  interior,  who  complain  of  the  condition  of  their  business. 
It  therefore  demands  something  more  than  a  mere  cursory 
examination. 

You  will  always  bear  in  mind  that  in  this  connection,  and 
thronght  this  discussion,  I  am  considering  the  subject  in  the 
aspect  of  the  demand  for  legislation  by  the  State  of  New  York. 
Our  duty  here  is  to  deal  with  it  in  that  aspect  and  no  other.  The 
subject  of  Congressional  legislation  was  dwelt  on  iu  the  debate  on 
what  is  known  as  the  Eeagan  Bill.  The  debate  which  I  refer  to 
took  place  in  the  House  of  Bepresentitives,  December  12j  1878. 
As  allusion  has  been  several  times  made  to  that  bill,  I  presume 
you  will  look  into  that  discussion.  It  is  brief  and  fragmentary, 
conducted  under  the  pressure  of  the  previous  question,  con- 
tracted by  the  rule  into  a  space  of  time  utterly  inadequate  to 
the  subject,  and  on  a  substitute  offered  by  the  mover  which 
essentially  changed  the  character  of  the  original,  and  to  which 
no  amendment  could  be  offered.  It  prohibited  pooling  under 
the  general  notion  that  such  arrangements  increased  the 
"  power  of  monopoly,"  and  prevented  "  competitions,"  the 
great  panacea  of  Mr.  Eeagan  and  many  others  for  all  the  "  ills 
which  flesh  is  heir  to."  Mr.  Eeagan  had  forgotten,  or  did  not 
know  that  the  tendency  of  what  he  called  "  pooling  "  was  to 
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diminish  if  not  to  remove  the  very  evils  of  which  he  complained 
and  which  portions  of  his  bill  aimsd  at.  The  fourth  section  of 
his  bill  was  as  follows  : 

"  That  it  shall  be  unlawful  for  any  person  or  persons  en- 
"  gaged  in  the  transportation  of  property,  as  provided  in  the 
"  first  section  of  this  act,  to  charge  or  receive  any  greater  com- 
"  pensation  per  car  load  of  similar  propeity  for  carrying,  re- 
"  ceiving,  storing,  forwarding  or  handling  the  same  for  a  shorter 
"  than  for  a  longer  distance  in  one  continuous  carriage." 

Some  who  participated  in  the  debate  complained  that  the 
provisions  of  the  bill  were  obscure  and  susceptible  of  different 
interpretations,  and  I  think  this  section  certainly  was  open  to 
that  objection,  by  the  use  of  the  word  "  compensation."  But  I 
do  not  propose  to  discuss  that  here.  As  explained  by  its 
author,  this  section  was  intended  to  prohibit  charging  an 
actually  higher  sum  for  a  short  haul  than  for  a  long  one,  and 
merely  a  higher  pro  rata  rate.  Mr.  Reagan  had  not,  then  at 
least,  reached  the  point  of  the  demand  made  here  for  a  simple 
pro  rata  rate  for  all  distances.  But  I  desire  to  call  special  at- 
tention to  the  argument  of  Mr.  Blanchard  on  this  bill,  when  it 
was  before  the  Senate  Committee.  It  is  very  comprehensive, 
and  is  replete  with  information  on  the  whole  subject,  and  most 
of  it  bears  directly  on  the  question  now  under  consideration. 

Not  only  the  testimony  taken  before  you,  but  common 
knowledge  within  the  reach  of  every  one,  shows  that  a  slight 
difference  in  rates  from  leading  points  not  founded  on  differ- 
ence of  distance  or  its  equivalent,  will  change  the  current  of 
traffic.  Now,  if  the  New  York  trunk  lines  running  from  the 
Western  centres  to  the  seaboard,  had  the  sole  power  to  fix 
their  rates  on  through  east-bound  freights  (which  they  have  not), 
they  could  not  raise  these  rates  independently  of  concurrent 
action  of  the  other  trunk  lines  without  diverting  the  through 
traffic  from  the  City  of  New  York.  If  the  Legislature  had  the 
power  to  raise  these  rates  over  her  own  trunk  lines,  she  has 
none  whatever  over  rival  roads  beyond  her  jurisdiction.  Con- 
sequently, raisiug  the  rates  on  through  freight  now  passing  by 
rail  through  this  State,  by  statute,  if  it  could  be  done,  would 
send  it  over  roads  running  through  other  States,  and  the  great 
bulk  of  it  would  never  touch  the  soil  or  waters  of  New  York. 
The  only  other  course  by  which  the  local  rates  can  be  brought 
to  a  pro  rata  with  the  through,  is  to  reduce  the  latter. 
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To  attempt  this,  would  be  to  ignore  every  fundamental  prin- 
ciple applicable  to  the  business  of  transportation  and  the  con- 
dition of  the  country  at  large — such  as  length  of  haul,  bulk, 
und  regularity  of  traffic,  including  special  economies  of  move- 
ment, often  at  the  option  of  the  roads,  as  to  time  and  differ- 
ence in  relative  extent  and  cost  of  terminal  handlings.  The 
movement  of  the  vast  surplus  crops  of  the  West  from  the  great 
centres  where  they  accumulate,  to  the  seaboard,  for  consump- 
tion and  export,  is  a  national  necessity.  That  the  New  York 
trunk  lines  should  participate  in  that  transportation  is  a  neces- 
sity of  the  State,  and  especially  of  New  York  City.  To  pro- 
hibit these  trunk  lines  from  participating  in  that  business, 
except  under  a  cast-iron  pro  rata  tariff,  would  reduce  them  to 
the  alternative  of  abandoning  the  through  business,  or  of 
crippling  their  companies,  by  contracting  their  traffic  and  re- 
sources. 

That  the  managers  of  these  roads  are  struggling  to  reduce 
the  difference  between  through  and  local  rates,  to  the  minimum 
to  which  it  can,  regard  being  had  to  all  the  elements  of  the 
problem,  be  reduced,  no  one  will  deny.  That  to  attempt  to 
supersede  or  supplement  their  efforts,  by  legislation  in  one 
State,  would  introduce  disorder,  and  work  mischief  and  injus- 
tice, no  sane  man  can  doubt. 

But  it  has  been  said  that  English  legislation  has  been  suc- 
cessfully applied  to  traffic  on  the  English  railroads,  and  there- 
fore can  be  adopted  here.  If  you  will  examine  that  legislation 
you  will  find  it  very  limited  in  its  character  and  operation. 
But  when  you  contrast  the  condition  of  England  with  that  of 
our  own  country,  you  will  see  that  a  law  which  might  work 
well  there,  would  be  utterly  impracticable  here.  The  conditions 
(if  the  great  bulk  of  the  traffic  of  the  two  countries  are  entirely 
different.  There,  the  traffic  is  settled,  uniform,  comparatively 
evenlv  distributed  over  the  country,  not  subject  to  violent 
fluctuations,  moved  by  comparatively  short  hauls  and  very 
little  subject  to  the  vicissitudes  of  the  seasons.  England  has 
no  vast  region  like  our  West,  teaming  with  the  products  of  the 
soil,  which  cannot  be  consumed  there,  or  even  in  the  country, 
and  which  must  be  moved  a  thousand  or  fifteen  hundred  miles 
to  the  seaboard.  She'  is  not  broken  up  into  separate  States, 
having  the  power  to  make  conflicting  laws,  each  with  its  own 
railroad  system,  with  its  own  system  of  laws,  and  its  own  in- 
40 
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terests,  fancied  or  real,  to  be  promoted.  I  might  spend 
an  hour  in  detailing  other  points  of  dissimilarity  between 
the  condition  of  the  two  countries,  but  it  is  obvious  that  English 
legislation  on  such  a  peculiar  subject  as  this,  cannot  be  ap- 
plicable to  a  country  where  the  circumstances  are  so  widely 
dissimilar. 

There  have  been  times  in  the  history  of  England  when  state 
control  of  railroads,  had  they  existed  then,  would  have  only 
furnished  a  field  for  favorites  and  adventurers,  where  they 
could  safely  enrich  themselves  by  practicing  under  the  code 
succinctly  described  by  a  modern  adept  in  official  corruption, 
as  that  of  "  addition,  division  and  silence."  England,  in  ad- 
dition to  the  advantages  of  a  limited  territory,  geographical 
and  business  compactness,  and  simplicity  and  unity  of  govern- 
ment, is  enjoying  the  strength  and  blessings  of  a  cleansed  aud 
purified  civil  service.  She  has  not  only  exterminated  the  pro- 
fessional and  political  banditti  which  once  infested  her,  and 
which  one  of  her  celebrated  poets  classified  a  century  ago  as 
those 

"  Who  prowl  in  courts  of  law  for  human  j>rey 
In  venal  senate  thieve  or  rob  on  broad  highway ;" 

but  she  has  eliminated  from  her  civil  administration  the 
element  of  party,  which,  where  it  holds  sway,  does  not  hesi- 
tate to  distribute  its  favors  to  dishonesty,  inexperience  and 
imbecility,  provided  they  wear  the  robes  of  party  fealty.  The 
detestable  maxim  of  "rotation  in  office"  is  obsolete  in  England, 
and  her  poets  can  no  longer  quaintly  say: 

"  The  puzzling  sons  of  Party  next  appeared 
In  dark  cabals  and  nightly  juntos  met ; 
And  tow  they  whispered  close,  now  shrugging,  rear'd 
The  important  shoulder  :  then,  as  if  to  get 
New  light,  their  twinkling  eyes  were  inward  set. 
No  sooner  morning  dawn  recalls  affairs, 
Than  forth  they  various  rush  in  mighty  fret ; 
When,  lo  1  pushed  up  to  power,  anil  crowned  their  cares, 
In  comes  another  set,  and  kicketh  them  down  stairs." 

Whether  the  peculiar  condition  of  the  country,  taken  as  a 
whole,  would  not  render  congressional  legislation  on  this  sub- 
ject impracticable,  or  productive  of  more  evil  than  good,  need 
not  be  discussed  here.  It  is  enough  to  say  here,  that  it  pre- 
sents an  insurmountable  obstacle  to  separate  State  legisla- 
tion, at  all  events,  in  a  State  situated  relatively  to  the  vast 
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trade  of  the  country  as  New  York  is.  The  bulk  of  this  trade, 
originating,  as  it  does,  beyond  har  borders,  cannot  be  brought 
within  the  grasp  of  her  legislation. 

But  those  expert  and  compendious  minds  which  are 
daunted  at  nothing,  and  are  never  troubled  with  difficulties 
which  inferior  and  practical  mortals  encounter,  will  doubtless 
say  that  the  thing  is  quite  simple — that  there  is  no  trouble  at 
all  about  it — that  all  you  have  to  do  is  to  pass  a  law  that  no 
railroad  in  New  York  shall  charge  any  more  per  mile  for 
freight  hauled  over  its  soil  from  any  point  in  the  State  than 
for  freight  which  comes  from  a  point  a  thousand  miles  beyond 
it.  This  plan  certainly  Las  the  merit  of  simplicity — so  has 
the  guillotine  or  the  lamp  post.  Lynch  law  is  distinguished 
for  its  simplicity  and  celerity  over  the  cumbrous  and  slow 
common  law  jurisprudence.  But  let  us,  at  the  risk  of  some 
repetition,  examine  this  simple  and  swift  remedy  a  little 
further. 

It  is  often  said  in  support  of  this  plan,  that  if  the  New  York 
roads  can  carry  a  bushel  of  grain  through  from  Chicago  to  the 
seaboard  for  their  proportion  of  tha  through  rate,  they  can 
carry  a  bushel  of  grain  from  Brockport  or  Bath  in  this  State 
to  the  seaboard  at  a  sum  equal  to  their  proportion  of  the 
through  rate.  However  plausible  this  may  seem  at  first  glance, 
when  examined  in  the  light  of  all  the  facts  which  bear  on  the 
question,  it  becomes  utterly  fallacious  and  untenable.  As  I 
have  said,  it  ignores  the  difference  of  cost  of  transportation 
between  a  long  and  a  short  haul — between  vast  bodies  of  traffic 
moving  from  one  centre  and  small  quantities  picked  up  at  local 
stations— between  the  relative  cost  of  the  terminal  handlings 
of  the  latter  as  compared  with  the  same  cost  of  the  terminal 
handlings  of  the  former.  It  ignores  the  existence  of  rival  and 
competing  routes  for  the  through  traffic— rivals  which  are  be- 
yond the  reach  of  New  York  legislation.  It  ignores  the  fact 
that  the  necessities  of  the  country  as  a  whole  require  that  the 
vast  surplus  of  products  of  the  country  (now,  according  to  a 
recent  writer,  amounting  in  the  United  States  in  grain  alone  to 
1,000  millions  of  bushels  beyond  what  is  consumed  in  this 
country)  must  find  their  way  to  the  seaboard  at  low  rates — 
often  at  rates  which  barely  pay  the  naked  cost  of  .transporta- 
tion. It  ignores  the  fact  that  the  necessities  of  the  City  of 
New  York  require  that  the  trunk  lines  of  this  State  should 


3848 

participate  largely  in  this  transportation  to  prevent  a  total 
diversion  of  it  to  rival  cities,  and  they  can  only  participate  in 
it  at  the  rates  which  rule  the  hour  and  which  are  fixed  by  the 
rigid  laws  of  demand  and  supply. 

Now,  to  say  that  these  New  York  roads  shall  take  no  part 
of  this  through  business,  except  under  the  penalty  of  beiDg 
deprived  all  profit  on  their  local  business,  is  a  proposition 
involving  the  grossest  injustice,  especially  in  view  of  the  fact 
that  their  local  rates  are  now  lower  than  those  furnished  by 
any  other  road  in  the  world.  To  take  advantage  of  such  a 
state  .of  things  as  actually  exists,  by  driving  the  New  York 
roads  to  the  wall,  or,  in  the  language  of  the  Chamber  of  Com- 
merce, to  reduce  them  to  the  "  hard  pan"  of  bankruptcy,  by 
an  Act  of  the  Legislature,  would  prove  that  the  moral  sense  of 
the  law-making  power  had  become'  extinct.  To  suggest  the 
other  alternative,  i.  e.,  that  the  roads  should  abandon  the 
through  business,  would  indicate  the  extinction  of  common  as 
well  as  moral  sense.  As  Mr.  Hewett  well  remarked  in  his  brief 
speech  on  the  Beagan  bill : 

"  I  affirm,  and  every  gentleman  in  this  House  having  any 
"  connection  with  railroads  will  confirm  what  I  say,  that  it  is 
"  possible  to  do  the  local  transportation  upon  better  terms  by 
"  reason  of  having  the  through  transportation  to  supplement 
"  the  trade  than  it  would  be  if  there  were  no  through  trans- 
"  portation ;  so  that  the  low  charges  made  for  the  transporta- 
"  tion  of  grain  which  is  to  be  shipped  abroad  not  only  give  a 
"  higher  price  to  the  producer  of  that  grain,  but  enable  the 
"  railroad  companies  to  do  business  for  the  people  along  the 
"  line  at  lower  rates  than  they  would  otherwise  be  able  to 
"  do  it." 

There  is  another  consideration  touching  the  importance  of 
the  movement  of  western  cereals  east  which  is  not  to  be  over- 
looked. I  am  aware  that  it  has  been  asserted  with  "damnable 
iteration  "  during  this  hearing  that  the  cost  of  transportation 
always  comes  out  of  the  producer,  and  never  out  of  the  con- 
sumer. But,  like  most  theories,  when  reduced  to  practice, 
it  is  only  partly  true.  In  support  of  the  theory  it  is  often  said 
that  where  freights  to  New  York  rise,  the  price  at  the  western 
grain  centres  falls.  Therefore,  it  is  said,  the  additional  rate 
of  transportation  comes  out  of  the  producer.  Then,  again,  it 
is  said,  that  Liverpool  or  Mark  Lane  controls  the  price  of  flour 
and  grain,  and  not  the  home  market ;  and  that  the  price  being 
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fixed  there,  it  is  always  the  original  cost  paid  at  the  west,  plus 
the  cost  of  transportation  to  Liverpool  or  London.  Therefore, 
as  the  price  in  Europe  dominates  and  forms  the  fixed  figure 
on  the  scale,  if  the  cost  of  transportation  is  increased,  that 
cost  does  not  enhance  the  price  abroad,  but  eats  into  the  pro- 
ducer. Thus  the  home  consumer  is  supposed  never  to  be 
injuriously  affected,  except  when  and  as  the  price  rises  in  the 
foreign  market. 

Now,  this  sweeping  theory  is  obviously  subject  to  several 
limitations  and  qualifications.  All  large  markets  must  affect, 
in  proportion  to  their  magnitude,  the  price.  To  say  that  you 
could  annihilate  the  home  market  of  New  England  for 
41,000,000  of  bushels  of  western  grain,  and  the  home  market 
of  New  York  for  17,000,000  of  bushels,  the  excess  of  the  con- 
sumption of  wheat  alone  over  her  production,  and  not  affect 
the  price  of  grain  at  the  west,  is  absurd.  Indeed,  there  are 
times  when  the  home  market  dominates  the  price.  On  this 
point  I  cite  one  of  the  most  intelligent  witnesses  examined 
before  this  Committee,  Mr.  Griffin,  of  Buffalo,  a  grain  merchant 
of  large  experience,  both  there  and  in  New  York  City.  The 
gentleman  on  the  other  side  examined  him,  with  the  following 
result : 

"  Q.  Does  not  the  Liverpool  rate  of  flour  dominate  the  New 
"  York  market  ?     A.  To  a  certain  extent  it  does. 

"  Q.  Isn't  it  your  experience  that  Liverpool  quotations  gov- 
"  ern  the  quotations  in  New  York  ?  A.  Not  entirely ;  no,  sir ; 
"  there  is  a  good  deal  of  local  demand  in  New  York  that 
"  absorbs  the  flour  in  the  absence  of  a  shipping  demand,  not 
"  necessarily  for  Europe,  but  South  America  and  the  Continent, 
"  and  different  places ;  there  have  been  oftentimes  periods 
"  that  we  cannot  manufacture  flour  and  sell  it  for  export  at  a 
"  profit." 

Of  course,  just  now,  with  short  crops  in  England  and  on 
the  Continent,  the  foreign  demand  rules  the  market.  But 
when  the  foreign  demand  is  comparatively  sluggish,  as  it  often 
is,  then  home  consumption  greatly  affects  the  market. 

But  it  is  said  that,  as  between  the  home  market  and  the 
producer,  the  latter  always  pays  the  cost  of  transportation, 
and  not  the  consumer.  That,  however,  can  only  be  where  tha 
prices  to  the  producer  are  remunerative,  and  the  surplus 
abundant.     Baise  the  cost  of  transportation  from  the  west  any 
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considerable  figure,  iu  the  absence  of  an  exceptionally  active 
foreign  demand,  and  you  check  production  at  once.  When  you 
reach  the  point  where  the  supply  only  equals  the  demand, 
every  penny  which  you  add  to  the  cost  of  transportation  comes 
out  of  the  consumer. 

Now  New  York  is  a  much  greater  consumer  than  producer  of 
wheat.  Her  population  is  about  5,000,000.  According  to  the 
Agricultural  Department  at  Washington,  the  consumption  of 
wheat  is  about  5  bushels  per  capita.  This  would  call  for  25,- 
000,000  of  bushels  for  consumption.  New  York,  in  1874,  pro- 
duced but  9,000,010  of  bushels,  having  fallen  off  in  production 
since  1870,  3,000,000.  Of  this  9,000,000  of  bushels,  1J  bushels 
per  acre  are  needed  for  seed.  So  that  New  York  raises  only 
about  one-third  of  the  wheat  she  consumes,  to  say  nothing  of 
other  cereals.  She  annually  calls  for  17,000,000  of  bushels  of 
Western  wheat  for  her  own  consumption.  If  Mr.  Schultze's 
maxim — the  greatest  good  to  the  greatest  number — can  have 
any  just  application,  it  is  here,  where  it  is  seen  that  the  people' 
of  the  State  at  large  have  a  much  greater  interest  in  having 
low  through  rates  on  produce  than  low  local  rates. 

A  very  considerable  quantity  of  testimony  has  been  taken  on 
the  subject  of  special  rates,  rebates  and  drawbacks,  whereby  it 
is  claimed  that  improper  discriminations  have  been  made 
against  individuals.  I  will  submit  all  1  have  to  say  on  this 
subject,  in  this  connection. 

There  was  a  number  of  alleged  special  rates  on  the  Erie 
Koad  collated  by  a  sub-Committee  of  your  body  aud  printed  in 
Exhibit  No.  1.  To  these  the  attention  of  Mr.  Vilas  was  called, 
and  you  have  his  explanation  in  regard  to  each  one  (p.  3627). 
Many  of  the  rates  are  shown  by  him  to  have  been  open  to  all, 
and  therefore  not  special.  Others  were  made  to  meet  competi- 
tion, and  thus  avoid  the  loss  of  business,  not  only  to  the  Erie 
Road,  but  to  New  York.  Others  were  made  with  reference  to 
the  exigencies  of  the  business  of  parties  receiving  them.  I 
think  a  fair  examination  of  the  circumstances  under,  and  the 
reasons  for  which  they  Were  made,  will  satisfy  you  that  they 
were  not  made  capriciously  nor  arbitrarily,  nor  with  the  design 
or  effect  of  injuring  any  one,  but  with  the  honest  and  earnest 
desire  and  purpose  to  serve  the  best  interests  of  all  so  far  as  it 
could  be  done  without  great  sacrifices  on  the  part  of  the  com- 
pany.   It  is  impossible  for  me  to  discuss  the  merits  of  each  of 
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these  special  eases  without  prolonging  my  remarks  beyond  any 
reasonable  limit. 

As  to  the  genera]  subject  of  a  law  prohibiting  all  local  special 
rates  to  shippers,  I  have  a  few  observations  to  submit.  On  this 
branch  of  the  investigation  I  refer  you  to  the  testimony  of  Mr. 
Blanchard  (pp.  28-45  to  2883),  where  the  policy  pursued  by  the 
Erie  Road  is  fully  set  forth  with  the  results  that  have  followed 
from  it. 

Of  course  a  prohibition  of  all  special  rates  means  a  fixed 
tariff,  rigidly  uniform  under  all  circumstances.  Such  a  pro- 
hibition would  prevent  the  road  from  seconding  any  effort  for 
the  opening  new  business  on  its  line,  as  well  as  from  endeavor- 
ing to  save  from  extinction  enterprises  already  established. 
Such  a  prohibition  would  tie  the  hands  of  the  managers  of  the 
road,  and  tlms  prevent  them  from  meeting  the  competition  of 
rival  roads  at  many  points — roads  many  of  which  are  beyond 
this  State  and  leading  to  rival  cities— roads  which,  as  soon  as 
a  tariff  of  rates  should  be  fixed  or  limited  by  law,  would  make 
rates  which  the  Erie  Road  could  not  compete  with,  except  by 
a  broach  of  the  statute  or  by  a  ruinous  depression  of  rates 
along  its  whole  line.  A  more  effective  plan  for  diverting  busi- 
ness from  the  State  and  the  road  could  not  be  devised.  The 
transportation  of  freight  over  a  railroad  1,000  miles  Jong,  with 
numerous  branches,  crossed  at  many  points  by  rival  roads,  is, 
I  submit,  a  complex  business  with  which  no  statutory  code 
could  successfully  deal.  To  illustrate :  The  Erie  Road  is 
crossed  or  tapped  at  several  points  by  roads  running  to  Phila- 
delphia, as  well  as  roads  running  to  or  having  connections  with 
New  York  City.  Those  running  to  Philadelphia,  are  composed 
of  lines  almost  wholly  without  this  State,  and  beyond  the  reach 
of  its  laws.  Those  running  to  New  York,  such  as  the  Dela- 
ware, Lackawanna,  and  Western,  are  in  the  same  position. 
Now  suppose  a  manufacturer,  or  a  number  of  manufacturers, 
are  situated  at  the  points  where  the  rival  roads  intersect  Erie. 
They  have  a  large  amount  of  fourth-class  freights  which  the 
rival  roads  offer  to  carry  at  a  rate  below  the  perfectly  reason- 
able tariff  rate  of  Erie  to  and  from  thos9  points.  Would  a  law 
be  politic  or  just  which  should  prohibit  Erie  from  giving  a 
special  rate  to  such  manufacturer,  except  on  penalty  of  being 
compelled  to  reduce  its  tariff  on  all  fourth-class  freights  to  and 
from  those  points  and  this  side  of  them  ? 
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Would  such  a  law  tend,  in  the  language  of  the  resolution 
under  which  you  were  appointed,  to  "  protect  and  extend  the 
commercial  and  industrial  interests  of  this  State  ?"  Would  a 
law  which  should  prohibit  all  special  rales  tending  to  develop 
and  foster  particular  branches  of  business  along  the  line  of  the 
road  have  that  effect?  Or  would  it  drive  such  business  into 
the  adjoining  States,  where  the  policy  of  special  rates  is  not 
only  permitted  but  encouraged  ?  I  submit  that  such  a  vast 
and  complex  business  as  this  of  transportation  over  a  great 
line  of  railway,  has,  for  one  of  its  prime  necessities  a  condition 
of  flexibility.  Like  every  other  great  business  which  is  daily 
affected  by  the  fluctuations  and  vicissitudes  of  human  trans- 
actions, it  involves  exigencies  which  no  legislation  can  foresee 
or  provide  for.  It  is  in  proof  that  the  Erie  Eoad  last  year  had 
1,987,000  separate  and  distinct  freight  transactions.  To  pro- 
vide that  each  one  of  these  or  similar  transactions  should  be 
lengthened  or  shortened  to  fit  into  a  rigid  legislative  code, 
would  be  to  imitate  Procrustes,  who  lengthened  or  shortened 
his  victims  to  fit  the  dimensions  of  his  iron  bed.  But  it  will 
be  said  that  there  must  be  some  general  rules  governing  trans- 
portation on  railroads.  Of  course  there  must,  and  there  are. 
The  great  bulk  of  freight  is  carried  under  those  rules.  But  the 
object  of  such  legislation  as  I  am  considering  must  be,  not  to 
provide  general  rules,  but  to  annihilate  all  exceptions  thereto. 
To  attempt  to  do  this  is,  I  submit,  to  run  counter  to  all  ex- 
perience, and  introduce  a  system  which  would  work  irreparable 
mischief. 

There  are  several  topics  which  have  been  introduced  before 
this  Committee  which  have,  or  were  intended  to  have,  a  pecu- 
liar application  to  the  company  which  I  especially  represent, 
and  to  its  managers.  They  have  been  brought  in  here  against 
our  objection,  and,  with  all  deference  to  the  Committee,  I  still 
think  that  at  least  some  of  them  have  no  proper  place  here. 
As  a  justification  of  this  remark,  and  not  for  the  purpose  of 
re-arguing  their  relevancy,  I  cite  the  resolution  under  which 
the  Committee  was  appointed: 

"  Besolved,  That  a  special  Committee  of  five  (afterwards  in- 
"  creased  to  nine)  persons  be  appointed,  with  power  to  send  for 
"  persons  and  papers,  and  to  employ  a  stenographer,  whose 
"  duty  it  shall  be  to  investigate  the  abuses  alleged  to  exist  in 
"  the  management  of  the  railroads  chartered  by  this  State,  and 
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"  to  inquire  into  and  report  concerning  their  powers,  contracts, 
"  and  obligations ;  said  Committee  to  take  testimony  in  the 
"  City  of  Sew  York,  and  such  other  places  as  they  may  deem 
"  necessary,  and  to  report  to  the  Legislature,  either  at  the 
"  present  or  the  next  session,  by  bill  or  otherwise,  what,  if 
"  any,  legislation  is  necessary  to  protect  and  extend  the  com- 
"  mercial  and  industrial  interests  of  the  State." 

Several  of  the  subjects  which  I  think  do  not  come  within 
the  scope  of  the  resolution  I  will  mention  here  :. 

1.  The  controversy  with  James  McHenry  and  the  Lon- 
don Banking  Association,  and  the  Circumstances  out  of 
which  it  grew. 

2.  The  appointment  and  administration  of  the  Keceiveb. 

3.  The  salary  of  Mr.  Jewett. 

4.  The  settlement  of  the  suit  of  Erie  vs.  Vanderbilt. 

5.  The  settlement  with  Mr.  Gould. 

6.  The  dividends  which  were  declaked  under  Mr.  Wat- 
son's administration. 

There  may  be  others  equally  irrelevant,  which  have  escaped 
my  attention  at  this  moment. 

I  have  very  little  to  say  on  these  points.  The  first  is  in  the 
hands  of  an  English  court,  and  I  content  myself  with  the  ex- 
planation given  by  Mr.  Jewett  and  Mr.  Barlow,  and  by  laying 
in  the  decision  which  has  already  been  reached  on  one  braneh 
of  the  contest  before  that  tribunal. 

The  second  has  been  passed  upon  by  the  courts  of  this  State, 
one  of  which  appointed  the  Receiver.  Both  the  appointment 
and  the  administration  of  Mr.  Jewett,  as  Receiver,  have  been 
the  subjects  of  litigation  before  several  of  these  courts.  A 
l.tigation  pursued  with  a  bitterness  and  malignity  never  sur- 
passed, if  ever  paralleled.  It  is  sufficient  for  my  purpose  here 
to  say  that  both  the  appointment  and  the  receivership  of  the 
gentleman  who  filled  the  arduous  post  have  been  fully  vindi- 
cated. 

As   Mr.  Jewett  has  been  before  you  and,  testified  at  great 
length,   it  is,   perhaps,  superfluous  for  me  to   say  anything 
41 
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further  touching  his  position  in  connection  with  the  Erie 
Railway  Company ;  but  as  I  understood  that  a  portion  of  the 
testimony  was  intended  to  cast  somj  imputations  upon  his 
official  acts.  I  may  be  indulged  in  a  few  remavks  on  the  sub- 
ject. 

Mr.  Balch  was  called,  apparently  to  show  that  in  making 
the  reports  to  the  State  Engineer,  there  was  some  wilful  intent 
to  make  that  report  misrepresent  the  condition  of  the  com- 
pany. On  this  subject  it  is  enough  to  refer  you  to  the  testi- 
mony of  Mr.  Jewett  himself,  of  Mr.  Little,  to  the  affidavit  of 
the  latter,  and  the  two  affidavits  -of  Mr.  Worcester.  They 
show,  I  respectfully  submit,  beyond  all  peradventure,  that  the 
reports  were  all  made  in  good  faith  and  in  accordance  with 
the  construction  that  had  universally  been  put  on  the  law. 

Mr.  Robertson  and  Mr.  "W.  P.  Shearman  appear  to  have  been 
called  for  the  purpose  of  showing  that  there  was  no  necessity 
for  the  appointment  of  a  Receiver,  and  that  Mr.  Jewett  was 
responsible  for  some  wrong  touching  the  matter.  As  I  have 
already  said,  these  matters  have  been  passed  on  by  the 
Courts,  and  all  I  have  to  say  here  is  to  call  the  attention  to  the 
fact  that  Mr.  Robertson's  testimony  on  this  and  kindred  sub- 
jects cannot  be  considered  very  reliable,  in  view  of  the  fact 
that  in  his  figures  by  which  he  attempted  to  show  the  financial 
condition  of  the  company  and  the  Receivership,  he  made  a 
mistake  of  nearly  $12,000,U00,  as  will  be  seen  by  a  reference  to 
the  affidavits  I  have  laid  in. 

As  to  the  testimony  of  Mr.  Balch  and  Mr.  Shearman  on 
these  or  any  other  subjects,  I  shall  not  waste  the  time  of  this 
Committee  in  commenting  upon  it  or  upon  their  position  here. 
I  am  not  advised  what  course  the  counsel  for  the  Chamber  of 
Commerce  intends  to  pursue  in  his  argument  touching  these 
and  similar  matters.  I  shall  therefore  leave  them  here  for  the 
present,  until  I  know  what  the  counsel's  claims  are  in  relation 
to  them. 

I  shall  say  as  little  in  regard  to  the  salary  of  Mr.  Jewett. 
His  original  salary,  as  President,  was  voluntarily  tendered 
him.  The  security  which  he  required  for  abandoning  the 
honorable  and  lucrative  positions  he  then  held,  to  assume  the 
onerous  duties  of  managing  the  affairs  of  this  great  corpora- 
tion, was  perfectly  just  and  proper.  It  was  a  post  of  great 
labor  and  incessant  care  and  responsibility.     Though  its  gross 
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revenue  was  large,  its  business  was  immense,  and  it  was  op- 
pressed with  difficulties  numerous  and  aggravated.  Its  stock 
had  long  been  a  foot  ball  on  the  New  York  and  London  Stock 
Exchanges.  Mr.  Evarts  once,  not  inaptly  characterised  a  por- 
tion of  its  then  stockholders,  as  a  "  flock  of  pigeons,"  no  one 
knowing  when  they  would  fly  or  where  they  would  alight. 
For  Mr.  Jewett  to  relinquish  the  positions  he  then  held,  with 
the  risk  of  having  a  change  made  at  the  end  of  a  year  by  any 
set  of  men  who  might  temporally  control  the  stock  for  that 
purpose,  would  have  been  an  act  of  injustice  and  Jolly  to  him- 
self. He  therefore  required  that  a  portion  of  his  salary 
should  be  secured  in  advance.  Of  this,  I  submit,  no  fair  man 
will  complain.  Of  all  this,  the  stockholders  were  fully  ap- 
prised by  Mr.  Jewett  years  ago. 

As  to  his  salary  as  Beceiver,  that  was  fixed  by  the  court 
which  appointed  him,  without  any  solicitation  or  intervention 
on  his  part,  or  on  the  part  of  his  counsel,  and  it  was  fixed  at  a 
sum  much  below  what  the  law  and  equity  would  have  justified. 

I  do  not  propose  to  enlarge  upon  this  matter  now,  notwith- 
standing it  has  been  made  the  subject  of  a  scandalous  article 
in  a  London  newspaper,  published  since  this  investigation 
commenced,  an  article  founded  upon  the  perversion  of  a  rer 
mark  of  the  opposing  counsel  (for  which,  of  course,  I  do  not 
hold  him  responsible).  Decent  and  distant  people  can  afford 
to  wait,  while  English  magistrates  are  sending  this  class  of 
editors  to  jail  for  libelling  English  citizens,  and  English  gen- 
tlemen are  expelling  them  from  their  clubs  for  the  same  rea- 
son. 

As  to  the  settlement  of  the  suit  of  Erie  vs.  Vanderbilt.  That 
was  done  under  the  advice  of  counsel  iu  which  I  shared.  I 
am  quite  willing  to  take  my  portion  of  the  responsibility  at- 
taching to  that  transaction.  I  advised  its  settlement  with  a 
full  knowledge  of  the  case  itself  and  all  the  circumstances 
which  did  or  might  have  a  bearing  on  it.  If  the  occasion  ever 
arises  which  I  think  demands  a  justification  of  it,  I  am  quite 
confident  that  I  shall  be  able  to  satisfy  those-  who  have  a 
legitimate  interest  in  knowing,  that  neither  the  action  of  Mr. 
Jewett  nor  his  counsel  call  for  the  interposition  of  a  Committee 
of  the  Assembly  or  the  Chamber  of  Commerce. 
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As  to  the  settlements  with  Mr.  Gould,  it  appears  that  these 
are  hot  agreeable  to  the  opposing  counsel.  When  these  set- 
tlements were  made  it  was  not  thought  essential  to  take  his  or 
my  opinion.  The  first  one  was  thought  to  be  the  best  result 
that  could  be  attained.  It  was  the  outcome  of  as  thorough  an 
examination  as  could  be  made ;  and  though  it  was  effected 
before  my  connection  with  Erie  affairs,  I  believe  that  it  was 
conducted  by  gentlemen  of  some  intelligence,  who  are  accus- 
tomed to  look  with  some  zeal  after  the  interests  of  their  clients, 
and  who  will  survive  the  assaults  oq  their  capacity  and  integ- 
rity made  by  the  counsel  for  the  Chamber  of  Commerce.  If 
you  look  at  the  names  of  the  directors  of  the  Erie  Railway 
Company  at  the  time,  when  this  settlement  was  made  and  who 
approved  of  it  with  a  full  knowledge  of  all  its  features,  you 
will,  I  am  sure,  hardly  conclude  that  they  were  either  knaves 
or  fools,  and  therefore  failed  to  get  from  Mr.  Gould  all  that 
they  could.  Mr.  Gould  had  several  millions  of  the  property 
of  the  company  in  his  name,  and  it  was  of  vital  importance  that 
the  title  and  possession  should  be  acquired  by  the  company  as 
soon  as  possible,  without  awaiting  the  result  of  a  long  litiga- 
tion and  the  complications  which  might  arise  in  the  mean  time 
pending  the  litigation.  But  this  whole  subject  is  a  matter 
which,  if  it  has  any  interest  at  all  at  this  time,  is  of  interest  to 
the  shareholders  and  creditors  of  the  Erie  llailway  Company 
rather  than  to  the  Chamber  of  Commerce  or  the  Board  of 
Trade  and  Transportation. 

Mr.  Gould  having  failed  to  perform  some  of  the  covenants  iu 
the  first  settlement,  a  second  suit  was  brought  against  him  to 
compel  performance.  This  was  substantially  accomplished  in 
the  adjustment  that  followed,  and  that  is  what  is  called  the 
second  "  settlement  with  Gould." 

There  is  not  a  particle  of  proof  that  in  either  of  these  settle- 
ments the  best  attainable  results  were  not  secured  to  the  Erie 
company.     But  I  have  said  more  on  this  topic  than  I  intended. 

I  repeat  here,  that  as  I  have  no  knowledge  as  to  what  claims 
the  counsel  for  the  Chamber  of  Commerce  purposes  to  make 
befo  e  this  Committee  on  any  of  the  topics  I  have  just  referred 
to,  I  shall  ask  the  privilege  of  replying  to  such  claims  as  he 
may  make  hereafter.  His  opening  speech  was  of  a  very  gene- 
ral character,  and  leaves  me  without  any  specific  information 
as  to  his  purposes. 


3857 

There  are,  however,  some  other  subjects  relating  to  the  Erie 
Road  which  I  will  refer  to.  I  regret  that  there  is  any  occasion 
for  doing  so,  for  I  deprecate  taxing  the  patience  of  this  Com- 
mittee. It  is  not  my  habit  to  make  long  speeches.  But  the 
fault  in  this  case  is  not  imputable  to  me.  The  comprehensive 
mode  of  "  indicting  "  a  mau  or  corporation  for  every  event  in 
his  or  its  life,  is  not  only  unusual,  but  necessarily  attended 
with  the  inconvenience  of  a  prolix  hearing,  unless  the  alleged 
culprit  is  to  sit  dumb  and  be  convicted,  as  he  is  "  indicted"  by 
wholesale.  Then,  too,  if  a  railroad  company  is  to  be  tried 
over  again,  every  time  it  suits  any  one  to  repeat  a  "  charge : 
or  frame  what  Mr.  Schultze  calls  an  "  indictment  against  the 
railroad  system  of  this  State,"  it  is  pretty  difficult  to  avoid 
some  consumption  of  time  if  it  is  to  be  heard  at  all  in  regard  to 
its  own  affairs  thus  brought  into  question.  Thus  far  the  rail- 
road companies  have  taken  very  little  time  of«  this  Committee. 

It  has  been  intimated  that  the  counsel  for  the  Chamber  of 
Commerce  will  make  a  point  of  the  dividends  declared  under 
Mr.  Watson's  administration.  "Well,  he  will  have  this  field 
pretty  much  to  himself.  If  he,  or  his  clients,  think  that  an  en- 
quiry into  the  propriety  of  declaring  those  dividends  can  be 
settled  by  the  evidence  before  this  Committee,  he  probably  wiil 
proceed  to  show  it,  and  also  to  show  that  a  conclusion  reached 
here  on  that  subject  will  "  extend  and  protect  the  commercial 
interests  of  this  State." 

All  I  have  to  say  on  this  topic  now  is  that  it  has  already 
been  made  the  subject  of  an  exhaustive  enquiry  by  one  Legis- 
lative Committee.  True,  it  has  been  intimated  that  that  Com- 
mittee failed  to  do  its  duty.  That,  however,  may  be  said  to  be 
very  much  like  a  charge  of  rape,  of  which  an  eminent  jurist 
has  remarked  that  it  was  "a  charge  easily  made,  hard  to 
prove,  and  harder  to  disprove."  That  a  Legislative  Committee 
failed  in  its  duty  can  easily  be  said  by  any  one,  and  if  that  is  to 
be  made  the  foundation  of  a  subsequent  legislative  investiga- 
tion, then  we  shall  have  legislative  investigations  of  legislative 
investigation?.  To  investigate  is,  as  we  have  learned  on  this 
hearing,  to  range  about  as  wide  and  deep  as  Humboldt's  Cos- 
mos—but to  investigate  investigations  would,  it  seems  to  me, 
be  a  new  department  of  enquiry.  It  might  involve  an  endless 
series  of  investigations ;  at  all  events,  it  is  one  that  I  do  not 
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propose  to  enter  upon  now.  I  therefore  leave  this  field  to  the 
counsel  for  the  Chamber  of  Commerce  and  the  Chairman  of 
the  Committee  of  the  Board  of  Trade  and  Transportation. 

It  is  said,  too,  that  the  negotiation  of  the  loan  in  London 
during  Mr.  Watson's  administration,  unfortunately  miscarried. 
There  is  undoubtedly  some  truth  in  this.  It  is  not  a  new  sub- 
ject either  to  the  public  or  to  the  present  managers  of  the  Erie 
Railway  Company.  The  latter  have  been  and  are  making 
every  effort  to  repair  that  misfortune. 

Again  it  is  said,  that  the  purchase  of  stock  in  coal  com- 
panies, is  a  subject  which  needs  investigation  and  legislation. 
I  do  not  propose  to  discuss  here  the  question  whether  that  was 
a  profitable  or  judicious  investment  or  not.  The  only  very  de- 
cided opinion  which  I  ever  heard  expressed  on  that  point,  ex- 
cept what  was  said  by  Mr.  Blanchard  here,  was  by  Mr.  William 
Pitt  Shearman,  who  once  said  to  me  that  he  considered  thac 
by  far  the  most  valuable  acquisition  which  the  Erie  Railway 
had  ever  made. 

But  I  will  submit  some  brief  observations  on  the  motives 
which  induced  the  purchase.  The  deposits  of  coal  are  and  were 
known  to  be  limited.  They  were  rapidly  being  absorbed  by 
rival  roads  through  coal  companies  which  they  controlled.  It 
was  considered  extremely  bad  policy  for  the  Erie,  situated  as 
she  was,  to  become  dependent  for  all  future  time  upon  her 
rivals  for  a  supply  of  fuel.  To  sit  by  and  see  all,  this  indis- 
pensable article  absorbed  by  these  rivals  would  have  placed 
her  in  that  position.  This  was  the  primary  object  in  acquiring 
the  coal  stocks.  Incidentally  it  was  believed  that  any  surplus 
of  coal  might  be  disposed  of  to  advantage. 

Something  has  been  said  about  the  Boston,  Hartford  &  Erie 
Company,  and  the  guaranty  by  the  Erie  Company  of  interest 
on  a  portion  of  the  Berdell  bonds.  That  was  a  transaction 
which  took  place  before  the  change  of  administration  by  which 
General  Dix  was  made  President. 

The  Boston,  Hartford  &  Erie  Company  was  incorporated  by 
the  Legislature  of  four  States,  Massachusetts,  Rhode  Island, 
Connecticut,  and  New  York.  The  object  was  to  form  a  line 
(partly  by  building,  and  partly  by  purchasing  intermediate 
lines  already  in  existence),  running  from  Boston  Haibor  to  a 
point  near  Fishkill  on  the  Hudson  river.    This  was  deemed 
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a  most  important  enterprise  for  all  southern  New  England,  and 
especially  for  Massachusetts.  The  latter  State  passed  an  act 
in  J  867  to  aid  the  project  by  an  advance  to  the  new  company 
of  $3,000,000,  which  I  believe  was  all,  or  most  of  all,  actually 
advanced.  The  Boston,  Hartford  &  Erie  made  a  contract  for 
a  business  connection  with  the  Erie  Kailway  Company,  the 
effect  of  which  would  have  been,  if  the  scheme  had  been  car- 
ried out,  to  open  a  new  route  from  New  England  to  and  from 
the  west,  and  to  give  the  Erie  the  bulk  of  travel  and  trans- 
portation from  and  to  New  England  by  this  route.  It  was  out 
of  this  contract,  and  as  one  of  the  considerations  for  it,  that 
the  interest  on  a  portion  of  the  bonds  of  the  new  company 
were  guaranteed  by  Erie. 

As  I  have  said,  this  enterprise  was  regarded  as  a  very  im- 
portant one,  not  only  to  Massachusetts,  Connecticut,  and 
Rhode  Island,  but  to  southern  New  York,  as  well  as  to  the 
Erie  Railway.  The  hope  of  seeing  this  project  carried  out 
was  no  doubt  entertained  by  Mr.  Watson,  and  but  for  the 
"panic"  of  1873, 1  have  no  doubt  that  it  would  have  been 
successfully  completed.  I  state  these  facts  merely  to  explain 
to  you  what  might  otherwise  be  obscure.  I  do  not  understand 
that  it  is  an  important  matter  in  this  investigation. 

This  is  all  I  have  to  say  about  special  matters  connected 
with  Mr.  Watson's  administration.  But  it  is  due  to  him  as  he  is 
absent,  that  I  should  add,  that  I  believe  he  acted  with  entire 
honesty.  He  may  not  have  done  wisely.  It  is  not  my  purpose 
or  duty  to  defend  the  policy  of  his  administration,  but  that  his 
intentions  were  upright  I  have  not  a  shadow  of  doubt,  and  I 
had  some  opportunity  of  learning  his  character.  I  know  it  has 
been  said  by  a  distinguished  theologian  that  "  hell  is  paved 
with  good  intentions."  It  is  nevertheless  true  that  errors  of 
judgment  are  not  deemed,  among  fair  minds,  just  ground  for 
imputing  want  of  integrity. 

While  in  Buffalo  evidence  was  brought  before  you,  explain- 
ing the  character  and.  operations  of  the  Union  Steamboat  Com- 
pany and  the  Union  Dry  Dock  Company,  as  well  as  their  re- 
lations to  the  New  York,  Lake  Erie  and  Western  Bailroad 
Company  and  the  public.  The  stock  in  these  companies  had 
long  been  in  the  possession  of  Erie  and  passed  to  the  new 
company  by  purchase. 

That  these  companies,  especially  the  former,  are  important 
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instruments  to  the  railroad  company  and  the  State  and  City  of 
New  York,  in  making  it  an  efficient  and  cheap  through,  line  of 
transportation,  I  assume  is  beyond  question.  That  neither  of 
these  companies  seriously  interfere  with  the  interests  of  any 
one  I  think  it  equally  clear.  In  the  absence  of  any  knowledge 
of  the  purpose  sought  to  be  gained  by  this  branch  of  the  en- 
quiry, I  leave  the  matter  here — at  least  for  the  present. 

The  Law  of  the  Subject. 

I  now  come  to  an  entirely  new  branch  of  this  discussion. 
Hitherto  we  seem  to  have  been  wholly  occupied  with  consid- 
ering what  laws  ought  to  be,  or  can  be,  made  affecting  railroad 
companies.  The  laws  that  are  in  existence  have  scarcely  been 
alluded  to,  except  by  the  mere  reference  to  certain  statutes  by 
sections  and  volumes,  and  a  reference  to  a  very  few  decided 
cases.  The  counsel  in  his  opening  speech  referred  to  decisions 
of  the  Supreme  Court  of  the  United  States  in  certain  cases, 
and  gave  his  general  interpretation  of  them  (p.  117).  Gener- 
alities on  such  a  subject  are  very  apt  to  be  misleading.  I  shall 
therefore  submit  a  statement  of  what  these  cases  authorata- 
tively  decided  as  distinguished  from  what  is  merely  obiter. 

The  first  case  is  that  of  Munn  vs.  Illinois  (4  Otto,  113). 

This  case  was  originally  brought  in  the  State  Courts  of  Illi- 
nois. It  was  an  information  filed  against  Munn  &  Scott,  ware- 
housemen in  Chicago,  for  a  breach  of  a  statute  of  that  State, 
regulating  the  warehousing  and  inspection  of  grain.  Having 
been  convicted  and  their  conviction  affirmed  by  the  Supreme 
Court  of  Illinois,  they  sued  out  a  writ  of  error  to  the  Supreme 
Court  of  the  United  States.  The  ground  of  this  writ  was  that 
the  statute  of  Illinois  was  repugnant  to  certain  clauses  of  the 
Constitution  of  the  United  States.  These  were  the  sole  questions 
raised  by  the  writ  and  the  only  ones  over  which  the  latter 
tribunal  had  any  jurisdiction  whatever.  All  the  discussions 
therefore  in  the  opinions  delivered  at  Washington  which  did 
not  relate  to  these  questions  were  purely  obiter. 

The  next  case  is  that  of  the  Chicago,  Quincy  &  Burlington 
Eailroad  Company  vs.  Iowa,  in  the  same  volume.  This  was  a 
bill  in  equity  filed  in  the  Circuit  Court  of  the  United  States 
for  the  District  of  Iowa,  against  the  Attorney  General  of  Iowa 
to  restrain  him  from  prosecuting  suits  against  the  officers  of 
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the  Railroad  Company  under  the  Granger  law  of  that  State. 
The  Circuit  Court  refused  the  injunction,  and  dismissed  the 
bill.  The  case  was  then  carried  to  the  Supreme  Court  of  the 
United  States  by  appeal.  The  principal  questions  raised  by 
the  appeal  and  discussed  and  decided  were  whether  the  law  of 
Iowa  was  not  in  conflict  with  several  provisions  of  the  Federal 
Constitution.  In  addition  to  this  the  court  had  to  pass  on  the 
question  whether  the  State  statute  was  not  in  conflict  with  the 
State  Constitution. 

The  next  case  was  that  of  Peck  vs.  the  Chicago  &  North- 
western Railway  Company.  That  case  was  originally  brought 
.in  the  Circuit  Court  of  the  United  States  for  the  Western  Dis- 
trict of  Wisconsin.  The  plaintiffs  were  non-resident  owners  of 
First  Mortgage  bonds  of  the  Company.  The  object  of  the  bill 
was  to  restrain  the  compa,ny  from  obeying,  and  the  Railroad 
Commissioners  and  Attorney-General  of  the  State  from  en- 
forcing the  Granger  law  of  that  State  the  defendants  demurred 
to  the  bill,  and  the  demurrer  was  sustained  below.  Appeal 
then  took  the  case  to  the  Supreme  Court  of  the  United  States. 
The  only  questions  passed  upon  by  the  latter  tribunal  were 
those  founded  on  an  alleged  conflict  of  the  Wisconsin  statute 
with  provisions  of  the  Federal  Constitution.  The  alleged  con- 
flict of  the  statute  with  the  State  Constitution  had  been  passed 
upon  by  the  State  Supreme  Court,  and,  under  the  universal 
practice  prevailing  with  the  Federal  Supreme  Court,  the  latter 
held  itself  bound  by  the  decision  of  the  State  tribunal.  These 
cases  were  all  decided  by  a  divided  court,  two  judges  dis- 
senting. 

There  are  three  other -cases  immediately  following  in  the 
same  volume  (4  Otto).  They  were  governed  by  the  result  in 
the  cases  I  have  explained. 

You  arc  familiar  with  the. fact,  that  it  is  within  the  power  of 
a  State  to  pass  many  questionable  laws,  not  at  all  infringing 
the  Federal  Constitution. 

The  first  question  in  regard  to  such  laws,  is,  whether  they 
are  in  conflict  with  the  Constitution  of  the  State  which  enacts 
them.  That  question  is  usually  first  reached  in  the  State  Court. 
The  decision  of  the  State  Supreme  Court,  is,  under  the 
practice,  held  binding  on  the  Supreme  Court  at  Washington. 
This  is  old  doctrine,  and  was  reaffirmed  by  the  latter  tribunal 
in  Stone  vs.  Wisconsin,  4  Otto,  181,  This  doctrine  or  practice, 
42 
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is  also  applied  to  the  land  laws  of  a  State ;  and  the  Supreme 
Court  of  the  United  States  has  gone  so  Car  as  to  reverse  its 
own  decisions,  where  they  were  found  to  conflict  with  the 
doctrines,  subsequently  established  by  the  Supreme  Court  of 
a  State,  on  questions  of  purely  domestic  State  policy. 

The  limitations  of  the  Federal  Government  apply  to  its 
judicial,  as  well  as  to  its  legislative  and  executive  departments. 
That  Government  does  not  dominate  State  legislation,  so  long 
as  the  latter  keeps  within  its  own  domain.  Therefore,  any 
legislation  of  any  State,  in  regard  to  its  corporations  or 
citizens, is  free  from  Federal  interference  so  long  as  it  does  not 
infringe  the  Federal  Constitution,  or  the  laws  or  treaties  made, 
in  pursuance  thereof.  But  such  legislation  is  valid  or  invalid 
when  brought  to  the  test  of  the  State  Constitution. 

On  this  question,  the  Supreme  tribunal  of  the  State  is  the 
dominant  judicial  power.  What  it  decides  to  be  law  is  law 
till  reversed.  What  it.  decides  to  be  law  in  this  behalf,  the 
Supreme  Court  of  the  United  States  accepts,  as  the  law  appli- 
cable to  that  question. 

Therefore,  when  the  Court  of  Appeals  of  this  State,  in  the 
People  vs.  The  Boston  &  Albany  B.  B.  Co.  (70  N.  Y.  p.  569), 
assumed  that  the  Supreme  Court  of  the  United  States  had, 
in  the  Granger  cases,  settled  the'  relations  of  the  railroads  of 
this  State,  to  the  constitution  and  law-making  power  of  this 
State,  it  made  a  gratuitous  assumption,  not  warranted  by  the 
situation  or  the  relation  of  the  State  and  National  Govern- 
ments . 

It  is  true,  that  the  State  Courts  of  New  York,  may  when  a 
proper  case  comes  before  them,  adopt  some  or  all  of  the 
general  views  of  the  Supreme  Court  at  Washington,  as  to  the 
relation  of  warehousemen  and  railroad  companies  and  other 
common  carriers,  to  the  public — but  when  the  question 
whether  any  particular  State  legislation,  touching  this  class  of 
subjects,  is  in  conformity  with  the  original  law  of  the  State, 
arises,  the  Court  of  Appeals  of  New  York,  will  have  to  decide 
that  question  for  itself,  and  the  authority  of  that  decision  will 
rest  on  its  own  judgment,  and  not  on  the  judgment  or  opinion 
of  any  Federal  Court. 

I  may  remark  in  passing,  that  persons  who  pin  their  faith  on 
the  infallibility  of  the  utterances  of  the  Supreme  Court  of  the 
United  States,  may  do  well  to  remember  that  even  its  authori- 


3863 

tative  decisions  are  not  always  uniform  or  consistent.  On  vital 
questions  peculiarly  within  its  jurisdiction,  it  has  rendered 
conflicting  judgments.  The  history  of  the  "legal  tender" 
question  in  that  tribunal  is  fresh  in  the  memory  of  us  all. 
Once,  according  to  that  august  judicial  body,  gold  and  silver 
alone  could  be  made  a  legal  tender,  even  by  an  act  of  Congress. 
A  little  later  a  bale  of  paper  could  be  used  for  that  purpose. 

The  Law  op  this  State. 

I  now  call  your  attention,  not  to  the  validity  or  policy  of  the 
Granger  or  warehousing  laws  of  other  States,  but  the  laws  and 
policy  of  this  State  in  relation  to  its  railroads,  and  especially 
in  their  relation  to  the  one  which  I  more  particularly  repre- 
sent. 

In  the  first  place  it  is  well  to  consider  the  nature  of  a  subject 
with  which  it  is  proposed  to  deal.  It  is  especially  so  in  this 
case  as  some  very  loose  assumptions  are  made.  The  Chairman 
of  the  Committee  of  the  Chamber  of  Commerce  calls  railroads 
''public  corporations." 

He  speaks  of  the  "  duty  of  the  Legislature  of  this  State  to 
protect  its  citizens  against  its  own  public  corporations."  (Page 
20.)  The  Chairman  of  the  Committee  of  the  Board  of  Trade 
and  Transportation  (who  is  a  lawyer)  is  more  guarded  in  his 
language.  He  says  :  "  In  the  granting  of  powers,  particularly 
the  exercise  of  the  sovereign  right  of  eminent  domain,  the 
State  has  seen  fit  to  regard  the  railroads  as  a  public  enterprise 
and  to  be  treated  as  performing  a  public  function  "  (p.  18).  In 
his  opening  speech  he  says  :  "  When  a  citizen  puts  his  money 
or  his  property  in  the  rendering  of  a  public  service  in  the  exer- 
cise or  which  he  makes  use  of  the  sovereign  arm  of  eminent 
domain,  he  gives  to  the  public  a  copartnership  therein,  which 
renders  the  use  of  that  property  at  all  times  subject  to  public 
control"     (Page  117). 

If  we  are  to  understand  by  the  expressions  which  I  have 
cited,  taken  as  a  whole,  that  railway  companies  are  "  public 
corporations,"  or  in  any  legal  sense  "public  enterprises,"  I  beg 
leave  to  dissent.  That  in  one  single  particular  they  perform  a 
public  function  h  not  disputed.  They  are  common  carriers  of 
freight  and  passengers.  To  that  extent  they  perform  a  func- 
tion which  may  be  said  to  be  "  public  "  inasmuch  as  its  exer- 
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else  is  of  public  concern.  Whatever  regulations  tbe  Legisla- 
ture may  prescribe  to  affect  their  transaction  of  business,  does 
not  arise  out  of  the  fact  that  they  are  public  corporations,  or 
that  they  are  corporations  at  all.  In  this  regard,  railroad 
companies  stand  in  the  same  relation  to  the  public  and  the 
law-making  power,  as  private  persons  who  exercise  the  busi- 
ness of  common  carriers.  On  this  point,  I  cite  Waite,  C.  J.,  in 
Munn  vs.  Illinois,  4  Otto,  125. 

To  proceed  upon  the  theory  that  railroad  companies  are 
public  corporations  is  to  involve  the  subject  in  error  and  con- 
fusion. The  only  public  corporations  in  this  country  are  those 
created  by  Government  for  political  purposes,  except  pecuniary 
or  business  corporations  in  which  the  Government  owns  all 
the  stock.  "  If  the  foundation  be  private,  the  corporation  is 
private,  however  extensive  the  uses  may  be  to  which  it  is 
devoted  by  the  founder,  or  by  the  nature  of  the  institution — a 
bank  created  by  the  Government  for  its  own  uses,  and  where 
the  stock  is  exclusively  owned  by  the  Government,  is  a  publio 
corporation.  *  *  *  But  a  bank  whose  stock  is  owned  by 
private  persons  is  a  private  corporation,  though  its  objects  and 
operations  partake  of  a  public  nature,  and  though  the  Govern- 
ment may  have  become  a  partner  in  the  association  by  sharing 
with  the  corporators  in  the  stock.  The  same  thing  may  be 
said  of  insurance,  canal,  bridge,  turnpike  and  railroad  com- 
panies. The  uses  may,  in  a  certain  sense,  be  called  public, 
but  the  corporations  are  private,  equally  as  if  the  franchises 
were  vested  in  a  single  person"  (Kent's  Com.,  vol.  2,  p.  275, 
side  paging). 

This  exposition  of  the  nature  of  these  corporations  is  called 
for  and  pertinent  in  view  of  the  demand  of  the  Chamber  of 
Commerce  for  such  legislation  as  will  destroy  the  value,  or 
two- thirds  of  the  value,  of  the  property  of  private  persons 
invested  in  private  corporations.  I  also  deem  it  important  to 
present  it  here  because  it  is  apparent  that  the  amplified 
memorial  of  the  Chamber  of  Commerce  was  drawn  up  by  the 
gentleman  who  is  endeavoring  to  induce  you  to  recommend  a 
radical  and  revolutionary  code,  which,  if  enacted,  I  believe, 
will  injure  a  vast  amount  of  private  property.  I  may  be  in 
error  in  attributing  to  him  the  authorship  of  that  memorial, 
but  its  language  and  sentiments  have  a  wonderful  resemblance 
to  his  acknowledged  productions.     It  is  in  his  spirit  and  tone. 
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The  hands  may  be  those  of  Esau,  but  the  voice  is  the  voice  of 
Jacob.     (Mr.  Sterne,  "  You  are  mistaken.") 

The  gentleman  is  never  weary  of  dwelling  on  the  subject  of 
the  "  right  of  eminent  domain,"  and  he  would  seem  to  conclude 
that  because  that  right  is  exercised  in  behalf  of  railroad  com- 
panies, therefore  they  are  public  corporations,  and  the  State 
can  do  what  it  pleases  with  their  property. 

I  dissent  from  this  view.  Whatever  right 'the  State  may 
have  to  intervene  in  the  affairs  of  a  corporation  that  right 
does  not  rest  on  the  fact  that  the  State  has  aided  the  corpora- 
tion in  obtaining  the  right  of  way.  It  would  have  just  the 
same  right  to  intervene  in  the  affairs  of  a  private  carrier  who 
had  bought  his  own  land  and  built  his  road  over  it,  and  no 
more. 

Its  right  to  intervene  by  prescribing  regulations  for  the  con- 
duct of  its  business  rests  solely  upon  the  public  function  the 
corporation  performs,  and  is  confined  to  that  alone.  Its  right 
to  intervene  is  neither  increased,  nor  diminished,  nor  strength- 
ened, by  the  mode  in  which  the  corporation  has  obtained  title 
to  its  property. 

This  will  be  evident  when  we  consider  some  of  the  circum- 
stances under  which  several  of  the  States  exercise  the  right  of 
eminent  domain. 

Some  of  them  exercise  this  right  on  behalf  of  corporations 
and  individuals,  in  condemning  land  to  perpetual  flowage  for 
manufacturing  purposes.  Water  power  is  thus  accumulated 
under  the  exercise  of  this  right  of  eminent  domain,  for  the  use 
of  cotton  mills,  woolen  mills  and  a  variety  of  manufacturing 
enterprises  ;  and  it  is  immaterial  whether  these  enterprises  are 
carried  on  by  individuals  or  corporations.  But  this  exercise 
of  the  right  of  eminent  domain  by  which  the  State  assists  the 
manufacturer  in  obtaining  an  easement  on  another's  land,  does 
not  bring  to  the  State  the  right  to  control  or  even  to  meddle 
with  the  manufacturer's  business.  The  State  gets  no  right  to 
prescribe  the  length  or  width  which  he  shall  make  his  pieces 
of  cloth,  nor  the  price  he  should  charge  per  yard.  His  busi- 
ness is  as  free  from  State  control  as  if  he  had  acquired  his 
water  power  by  ordinary  purchase. 

The  State  intervenes  by  regulation  in  the  affairs  of  banks  and 
insurance  companies,  but  it  does  not  do  so  on  the  ground  that 
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it  has  exercised  the  right  of  eminent  domain  in  behalf  of  those 
companies,  for  it  never  does  exercise  that  right  in  their  behalf. 
This  demonstrates  that  this  matter  of  eminent  domain  is 
wholly  irrelevant  to  this  entire  subject.  It  should,  therefore, 
be  eliminated  from  the  discussion.  We  must  look  entirely  to 
another  quarter  for  the  source  of  whatever  power  the  State 
has  in  the  premises.  That  source  is  exclusively  in  the  func- 
tion of  common  carriers  which  railroads  exercise,  and  in  the 
exercise  of  which  they  are  no  more  and  no  less  amenable  to 
State  supervision  than  private  persons  exercising  the  same 
function  are  or  may  be,  except  when  their  chaiters  otherwise 
provide.  This  doctrine  is  the  foundation  of  all  that  part  of 
the  opinion  of  the  Supreme  Court  of  the  U.  S.,  in  Munn  vs. 
Illinois,  which  is  germane  to  the  subject.  The  same  doctrine 
is  enunciated  by  the  same  Court  in  the  case  of  the  Eailroad 
Co.  vs.  Iowa.     In  the  latter  case  the  Chief  Justice  says : 

"  Railroad  companies  are  common  carriers  for  hire.  They 
"  are  incorporated  as  such,  and  given  extraordinary  powers,  in 
"  order  that  they  may  bettor  serve  the  public  in  that  capacity. 
"  They  are,  therefore,  engaged  in  a  public  employment  affect- 
"  ing  the  public  interest,  and,  under  the  decision  in  Munn  vs. 
"  Illinois,  supra,  p.  113,  subject  to  legislative  control  as  to 
"  their  rates  of  fare  and  freight,  unless  protected  by  their 
"  charters." 

Again  he  says : 

"  This  company  (the  railroad  company)  in  the  transaction  of 
"  its  business,  has  the  same  rights,  and  is  subject  to  the  same 
"  control,  as  private  individuals  under  the  same  circum- 
'*  stances." 

Of  course  this  question  has  no  relation  to  the  power  of  the 
State  to  repeal  or  alter  charters  or  dissolve  corporations.  It 
relates  exclusively  to  the  source  and  extent  of  its  power  to 
regulate  the  transaction  of  their  business.  In  this  aspect,  the 
talk  about  "  corporations,"  "  public  corporations  "  and  "  emi- 
nent domain  "  becomes  mere  vapor,  and,  like  vapor,  dissolves 
and  disappears. 
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The  relation  oe  the  New  York  railroads  and  the  hold- 
ers of  their  securities  to  the  law  of  the  State,  and 
to  the  pledged  faith  of  the  State. 

The  Charter  and  the  Statutes  of  this  State. 

This  brings  us  face  to  face  with  the  questions  of  law  and 
policy  which  are  involved  in  the  proposition  to  enact  what  I 
repeat  is  a  radical  and  revolutionary  code  for  the  government 
of  the  railroads  of  this  State  as  common  carriers.  The  im- 
practicable  character  of  such  a  code,  except  for  mischief,  I 
have  already  discussed.  I  shall  not  go  again  into  detail  on 
that  aspect  of  the  subject ;  but  I  propose  to  submit  a  few  ob- 
servations on  the  law  of  this  State  applicable  to  the  case,  and 
on  the  justice  and  policy  of  legislative  interference  with  busi- 
ness. 

The  New  York  &  Brie  Eailroad  Company  was  chartered 
April  24,  1832,  by  special  act  of  the  Legislature  of  New  York. 
Among  the  powers  conferred  on  it  is  the  following  : 

"  Section  14.  It  shall  be  lawful  for  the  company  hereby  in- 
"  corporated,  from  time  to  time  to  fix,  regulate  and  receive  the 
"  tolls  and  charges,  by  them  to  be  received  for  transportation 
"  of  property  or  persons,  on  the  single,  double,  or  treble  rail- 
"  road  of  ways  aforesaid,  hereby  authorized  to  be  constructed, 
"  erected,  built,  made  and  used,  and  to  take  and  receive  tolls 
"  upon  any  part  of  said  route,  whenever  and  as  fast  as  sec- 
"  tions  of  ten  miles  are  fully  completed." 

This  was  one  of  the  rights,  powers  or  privileges  conferred 
by  the  sovereign  authority  on  that  company.  That  right, 
power  or  privilege,  by  valid  sale  and  purchase,  under  valid  law, 
passed  to  the  Brie  Eailway  Company  ;  and  in  like  manner 
passed  to  the  New  York,  Lake  Erie  &  Western  Eailroad  Com- 
pany, in  which  it  is  now  vested.  That  is  a  part  of  its  organic 
law,  creating  and  defining  a  valuable  right  conferred  on  it  by 
the  Legislature. 

Now,  I  do  not  purpose  in  this  place,  to  raise  or  discuss  the 
question  whether  that  provision  of  the  charter  amounts  in  law 
to  a  contract  between  the  State  and  the  company,  the  obliga- 
tion of  which  the  State  cannot  impair  under  the  prohibition  of 
the  Federal  Constitution.  But  I  do  say  whether  that  be  so  or 
not,  "  the  company,"  in  the  language  of  the  Supreme  Court  of 
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the  United  States,  "  invested  its  capital,  relying  on  the  good 
faith  of  the  people  and  the  impartiality  of  legislators  for  protec- 
tion against  wrong  under  the  form  of  legislative   regulations.' 

In  1850,  the  general  railroad  act  was  passed,  which  contains 
the  ten  per  cent,  clause  which  has  been  so  often  referred  to 
during  this  investigation.     (Laws  1850,  Chap.  140,  §  S3.) 

"  The  Legislature  may,  when  any  such  railroad  shall  be 
"  opened  for  use,  from  time  to  time,  alter  or  reduce  the  rate  of 
"  freight,  fare,  or  other  profits  upon  such  road  ;  butj  the  same 
"  shall  not,  without  the  consent  of  the  corporation,  be  so  re- 
"  duced  as  to  produce,  with  said  profits,  less  than  ten  per 
"  centum  per  annum  on  the  capital  actually  expended  ;  nor 
"  unless,  on  an  examination  of  the  amounts  received  and  ex- 
''  pended,  to  be  made  by  the  State  Engineer  and  Surveyor  and 
"  the  Comptroller,  they  shall  ascertain  that  the  net  income 
"  derived  by  the  company  from  all  sources  for  the  year  then 
"  last  past  shall  have  exceeded  an  annual  income  of  ten  per 
"  cent,  upon  the  capital  of  the  corporation  actually  expended." 

This  section  was  made,  in  terms,  applicable  to  railroad 
companies  then  in  existence.     (Sec.  49.) 

In  this  section  which  I  have  read  the  State  makes  two  dis- 
tinct pledges  to  every  holder  of  railroad  property.  The  first  is 
that  no  reduction  of  rates  shall  be  made  without  the  consent 
of  the  corporation  until  the  net  earnings  or  profits  of  the  com- 
pany shall  equal  ten  per  cent,  annually  on  the  capital  actually 
expended.  This  clause  of  the  section  covers  the  investment 
from  the  beginning,  and  was  intended  to  secure  the  investor, 
or  the  company,  against  adverse  legislation,  until  a  return  of 
ten  per  cent.,  or  its  equivalent,  per  annum,  from  the  time  the 
money  was  put  into  the  property,  was  realized.  Otherwise  the 
owner  of  the  property  might  wholly  lose  the  value  of  his  invest- 
ment for  a  long  period  of  years,  by  which  the  original  capital 
thereof  would  be  sunk,  and  then,  the  moment  it  began  to  pay, 
he  might  have  the  income  reduced.  The  construction  I  have 
put  upon  it  is  obvious,  and  in  harmony  with  the  justice  and 
equity  of  the  oase,  as  well  as  with  the  object  of  the  statute. 
That  object  was  to  encourage  the  construction  of  railroads. 
Every  community  in  the  State  was  anxious  to  have  the  benefit 
of  them,  by  having  them  brought  into  their  vicinity.  They 
were  costly  structures,  and  an  immediate  return  on  the  invest- 
ment was  exceedingly  precarious.     The  Legislature,  therefore, 
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said  to  the  investor,  "  If  you  will  put  your  money  into' these 
enterprises,  and  thus  develop  the  resources,  add  to  the  wealth, 
and  promote  the  convenience  and  prosperity  of  the  people  of 
the  State,  the  value  of  your  investment  shall  not  be  impaired 
by  adverse  legislation,  at  least  not  till  you  have  received  a 
return  thereon  of  ten  per  cent,  per  annum,  covering  the  time 
your  money  has  been  devoted  to  this  use."  This  was  just  and 
equitable,  and  any  other  interpretation  of  the  statute  would  be 
a  mockery.  ; 

The  second  distinct  pledge  made  by  this«statute  is  that  the 
income  should  not  be  curtailed  by  legislative  interference, 
uutil  an  examination  should  be  had  by  a  board  consisting  of 
the  State  Engineer,  Surveyor,  and  Comptroller,  on  which  they 
should  find  that  the  net  income  exceeded  ten  per  cent,  on  the 
capital  expended.  The  object  of  this  clause  of  the  law  is  appa- 
rent. The  company  might  earn  ten  per  cent,  net  annually  lor 
a  number  of  years,  and  then,  by  unforeseen  events,  snch  as  the 
opening  of  rival  lines  by  which  traffic  would  be  diverted,  or 
from  other  unavoidable  causes,  the  company  might  not  be  able 
to  earn  a  dollar  of  net  income  for  years  thereafter.  To  reduce 
its  revenues  by  legislation,  under  such  circumstances,  would 
be  grossly  unjust.  It  might  utterly  destroy  the  value  of  the 
investment  thereafter  by  rendering  it  impossible  for  the  com- 
pany to  earn  any  net  revenue,  or  even  meet  its  current  obliga- 
ti  >ns.  The  Legislature,  therefore,  said  to  every  investor  in 
railroad  property  in  this  State,  "  Your  investment  shall  not  be 
exposed  to  any  such  hazard.  Not  only  in  the  past  but  in  the 
future  it  shall  be  secure  against  legislation  that  would  impair 
its  income  below  a  paying  rate.  Therefore  no  law. shall  be 
passed  reducing  the  fare  for  freight  or  passengers,  until  you 
have  not  only  been  reimbursed  for  the  past,  but  not  then  un- 
less, after  an  examination  by  a  special  board  of  officers,  whose 
special  qualifications  fit  them  for  the  service,  they  have  found 
that  yonr  then  present  income  from  the  property,  shows  that 
yc.ur  investment  is  reasonably  secure  in  the  future-" 

Now  I  submit  to. you,  gentlemen  of  this  Committee,  that 
until  the  conditions  of  this  statute  have  been  complied  with, 
any  legislation  looking  to,  or ;  involving  any  reduction  of  the 
ljites  of  transportion  would  be  a  breach  of  the  pledged  faith  of 
this  State— a  violation  of  justice— of  that  justice  which  Burke 
impressively  remarks,  "is  itself  the,  great  standing  -policy  of  civil 
43 
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"  society."  That  this  great  commonwealth  will  thus  break  her 
pledges  and  trample  on  justice,  I  am  not  ready  to  believe, 
shall  therefore  leave  this  subject  here.  I  shall  take  no  notice 
of  the  guesses  of  Mr.  Balch  or  General  Divea,  or  of  "the 
young  man  of  the  name  of  Guppy,"  as  to  the  money  actually 
expended  by  the  company  I  represent.  Nor  shall  I  trouble 
myself  about  the  guesses  which  any  one  may  make  as  to 
whether  the  net  income  on  the  cost  of  its  property  brings  it 
within  the  act  of  1850.  When  the  State  shall  institute  the  en- 
quiry which  its  own  statute  has  provided  for,  before  the  board 
which  that  statute  has  designated,  it  will  be  time  to  offer  proof 
and  argument  on  the  points  both  of  law  and  fact  involved  in 
this  question. 

If  it  is  replied  that  the  present  Legislature  is  not  bound  by 
the  acts  of  its  predecessors,  and  that  there  is  a  short  cut  out 
of  the  difficulty  by  disregarding  the  law  of  1850,  my  answer  is 
that  the  power  to  break  faith  does  not  justify  or  atone  for  the 
breach ;  and,  to  again  cite  Mr.  Burke,  one  of  opposing  coun- 
sel's favorite  authors : 

"It  is  the  degenerate  fondness  for  taking  short  cuts  and 
"little  fallacious  facilities,  that  has,  in  so  many  parts  of  the 
"  world,  created  governments  with  arbitrary  powers." 

Some  observations  on  a  few  general  topics,  which  the  other 
side  early  brought  into  this  proceeding,  and  I  have  done. 

First. — The  attempt  made  at  the  very  outset  of  the  investi- 
gation to  excite  prejudice  here,  and  in  the  minds  of  the  people 
of  the  State,  against  "  corporations  "  in  general,  and  railroad 
corporations  in  particular.  The  Chairman  of  the  Committee  of 
the  Chamber  of  Commerce,  at  your  first,  or  one  of  your  earliest 
sittings,  warned  you  against  corporations.  "  We  know,"  he  said, 
"  the  power  of  corporations,  and  I  wish  the  Committee  "  to  un- 
derstand this."  Well,  I  have  no  doubt  the  Committee  do  un- 
derstand it,  and  do  not  need  any  aid  to  enlighten  them  thereon. 
But  I  do  not  propose  to  allow  this  sort  of  rhetorical  insinuation, 
nor  the  spirit  in  which  it  has  its  origin,  to  go  unchallenged 
here.  This  attempt  to  forestall  justice  by  poisoning  its  foun- 
tains with  hostile  prejudice,  is  not  new.  It  comes  from  no  ele- 
vated source.  It  springs  from  the  sentiments  and  temper  which 
fester  and  rankle  in  the  lowest  elements  of  human  nature. 
You  are  asked'  to  deal  with  vast  interests — with  millions  of 


3871 

dollars'  worth  of  private  property,  belonging  to  private  citizens 
of  all  ages  and  sexes,  whose  right  and  title  to  that  property  ia 
as  good,  and  should  be  held  as  sacred,  as  the  right  and  title  of 
any  other  class  of  citizens  to  their  houses  or  lands.  And  yet 
the  Chamber  of  Commerce,  which  claims  to  have  originated 
this  enquiry,  comes  here,  and  on  its  threshold,  denounces 
"  corporations."  Those  who  speak  for  it  have,  perhaps,  for- 
gotten that  it  is  a  "  corporation,"  created  by  Letters  Patent 
of  George  III.,  and  that  its  full  name  and  legal  title  is  "  The 
Corporation  of-  the  Chamber  of  Commerce.'  They  perhaps 
also,  forget  that  a  very  large  number  of  its  respectable  members 
are  stockholders,  directors  and  officers  in  wealthy  and  impor- 
tant corporations,  including  railroad  companies.  "  Corpora- 
tions," indeed  !  They  live  and  breathe  in  an  atmosphere  of 
corporations.  A  large  part  of  the  property  they  own  consists 
of  the  stocks  and  bonds  of  corporations.  Many  of  them 
and  their  families  live  on  income  derived  from  corporations. 
The  fabric  of  their  clothing  is  made  by  corporations.  Many 
of  the  books,  and  nearly  all  the  newspapers  they  read  are 
published  by  corporations.  When  they  go  to  church  they  say 
their  prayers  in  buildings  owned  by  corporations,  and  some 
of  them  in  a  temple  owned  by  one  of  the  richest  corporations 
in  this  State.  When  they  die  they  are  buried  in  cemeteries 
owned  or  controlled  by  corporations. 

As  I  have  said,  this  style  of  warfare  is  not  new.  This  mode 
of  appealing  to  popular  prejudice  has  long  been  used  by  poli- 
ticians to  catch  popular  favor.  But  it  is  rather  novel,  at  least 
to  me,  to  see  it  resorted  to  by  business  men  and  men  of  estate, 
as  a  means  of  influencing  legislation  on  matters  affecting 
property.  My  recollection  goes  back  to  the  time  when  the 
Chamber  of  Commerce  reprobated  such  appeals.  That  was 
when  some  conspicuous  members  of  a  great  political  party 
used  such  appeals  to  stimulate  the  populace  in  the  work  of 
overthrowing  the  Bank  of  the  United  States.  Those  politi- 
cians denounced  that  "corporation"  to  the  people  as  the 
"  Whore  of  Babylon."  Having  secured  its  destruction,  they 
extended  their  denunciations  to  all  other  pecuniary  corporate 
organizations.  I  ask  your  indulgence  while  I  cite  one  of  these 
utterances  fulminated  in  the  Senate  of  the  United  States,  just 
forty  years  ago,  as  it  is  very  much  in  the  tone  of  a  part  of  the 
opening  speech  of  the  opposing  counsel,  to  which  I  propose  to 
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allude  a  little  later.  At  the  close  of  the  reading  of  the  Pres- 
ident's Message,  December,  1839,  a  prominent  senator  arose 
and  made  this  appeal  to  the  "  whole  body  of  his  ^country- 
men" : 

"  To  guarantee  forever  the  rights,  the  happiness  of  indivi- 
"  dual  man — to  protect  the  feeble  against  the  rapacity  of  the 
"  strong — the  whole  against  the  combination  of  the  parts,  by 
"  an  equal  distribution  of  burdens  and  blessings  among  all — 
"  was  the  cardinal  object  of  our  civil  institutions.  But  not- 
"  withstanding  this,  these  rights  have  been  violated— this  hap- 
"  piness  perilled — this  rapacity  allowed — these  combinations 
"  formed — and  this  equality  destroyed.  These  things  have 
"  been  done,  and  that,  too,  under  the  authority  of  law.  Cor- 
"  porations  freckle  the  face  of  the  land.  Corporations  which, 
"  not  content  with  absolute  power  over  the  currency — over  the 
■"  property,  over  the  labor  of  the  entire  people,  now  seek  to 
"  render  themselves  immortal,  and  their  dominion  complete, 
"  by  political  associations.  Hence  has  arisen  the  paper  sys- 
"  tern,  with  all  its  complexity  of  fraud  and  oppression  ;  hence 
"  the  pending  strife  between  man  and  monopoly  ;  and  hence 
"  it  is  that  the  world  now  beholds  this  nation  struggling  like 
"  the  fabled  Laocoon,  to  disengage  its  own  body,  and  the 
"  bodies  of  its  sons,  from  the  fatal  coil  of  the  serpent,  whose 
"  convulsive  energies'  have  compressed  those  bodies  well  nigh 
"  unto  death." 

Having  aided  in  slaying  the  "  Scarlet  Woman,"  this  gentle- 
man thus  charged  on  her  supposed  children. 

However  limited  the  range  of  mischief  produced  by  such 
talk  from  the  mouths  of  politicians,  it  is  in  these  times,  a 
dangerous  style  of  utterance  from  the  lips  of  business 
men.  A  large  part  of  the  property  of  this  country  is 
vested  in  corporations,  especially  the  property  of  those 
possessing  any  considerable  fortunes.  The  number  of 
the  poorer  classes  is  relatively  and  rapidly  increasing. 
Down  deep  in  this  section  of  the  popular  mind  are 
the  smouldering  fires  of  discontent  and  hatred  of  the  conditions 
of  modern  society.  This  habit  of  denouncing  "corporations," 
and  treating  corporate  property  as  if  it  were  a  public  enemy, 
especially  by  men  of  estate  and  position,  only  adds  fuel  to 
these  fires.  Corporations  are  practically  nothing  except  in  the 
property  they  hold  in  trust ;  and  it  is  a  short  step  in  the  minds 
of  the  toiling  millions,  from  the  denunciation  of  corporate 
property    to    the    denunciation    of    individual    estates.     No 
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thoughtful  person  will  charge  me  with  overrating  this  evil, 
is  an  ominous  feature  of  the  time.  It  may  produce  no  im- 
mediate effect  now ;  but  this  weapon  is  capable  of  becomiDg 
an  instrument  of  portentious  mischief  in  tbe  hands  of  one  of 
those  men  who  periodically  appear  in  the  affairs  of  every 
people,  and  whom  Almighty  God  sometimes  endows,  not  only 
with  great  talent,  but  with  that  magnetic  power  which  fuses 
and  leads  the  masses.  When  such  a  character  appears  and 
actuated  by  a  sinister  ambition,  combines  and  leads  the 
elements  of  discontent  against  the  established  order  of  society, 
neither  he  nor  his  followers  will  stop  to  enquire  whether  the 
property  they  propose  to  reduce  to  "hard  pan"  consists  of 
railroad  securities,  or  interests  in  other  "corporations"  or  in 
houses  or  lands  or  merchandise,  or  in  the  "cattle  upon  a  thou- 
sand hills." 

A  word  in  regard  to  a  passage  in  the  opening  speech  of  the 
opposing  counsel  which  bears  on  this  topic.  I  am  justified  in 
referring  to  this  document  by  the  fact  that  it  has  been  made  a 
part  of  the  record  of  this  Committee,  and  is  therefore  to  go 
into  the  archives  of  the  State.  Speaking  of  the  railroad 
system  of  the  State,  he  says  :    , 

"  It  constituted  itself  an  imperium  in  irnperio,  overshadowing 
"  and  overwhelming  in  its  character,  permeating  every  county 
"  and  every  town  in  the  State  ;  employing  the  best  legal  and 
"  administrative  talent  therein ;  being  the  largest  advertiser 
"  and  therefore  holding  to  a  considerable  degree  the  press 
"  under  its  control,  exercising  an  influence  upon  elections,  oft 
"  determining  the  Committees  of  our  legislative  bodies,  and,  at 
"  critical  moments,  determining  the  personnel  of  our  State 
"  Government  (p.  105). 

You  see  the  rhetoric  progresses  though  the  spirit  remains 
the  same.  Forty  years  ago  the  populace  were  regaled  by 
images  drawn  from  the  Book  of  Eevelations,  and  Greek  fable, 
to  whet  the  edge  of  their  animosity  against  "corporations." 

Now  the  Latin  tongue  is  put  under  contribution  for  the  same 
purpose.  Imperium  in  irnperio  succeeds  to  Laocoon,  as 
Laocoon  succeeded  to  the  "  Scarlet  Woman." 

Now,  what  are  the  real  force  and  truth  in  this  "  bill  of  attain- 
der," which  the  gentleman  put  into  his  opening  argument  ?  I 
assume  he  meant  something  by  it.  I  shrink  from  charging  him 
with  injecting  a  "  stump  speech  into  the  belly  "  of  a  formal 
prelude  to  legislation  on  important  business  interests.  The  ac- 
cusation of  being  an  imperium  in  irnperio  is   rather  difficult  to 
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meet.  lam  somewhat  in  the  condition  of  mind  of  the  poor  fish- 
woman  of  Billingsgate,  who,  after  bandying  epithets  with  a 
celebrated  Englishman,  was  finally  told  by  him  that  she  was  a 
"  dodecahedton."  Her  countenance  and  voice  fell  and  she 
exclaimed,  "not  that,  oh!  no,  not  that."  If  the  gentleman 
meant  that  the  railroad  system  of  this  State  dominates  its  civil 
or  political  affairs,  or  gets  any  undue  favors  from  the  Legisla- 
ture or  from  courts,  or  juries,  or  from  the  communities 
through  which  the  roads  run,  I  regard  his  statement  as  utterly 
unfounded.  On  the  contrary,  so  far  as  my  experience  has 
gone,  I  have  found  that  those  and  other  "  corporations"  exert 
very  little  influence  and  meet  with  very  few  favors  in  the  quar- 
ters he  has  named.  As  for  their  "permeating  every  county 
and  town  in  the  State,"'  I  have  always  supposed  that  the  people 
were  eager  to  have  them  in  their  vicinity.  But  when  once  lo- 
cated tliere  I  have  never  heard  that  they  were  great  popular 
pets.  But  the  most  astonishing  charge  in  this  series,  is  that 
the  "  railroads  control  the  press."  Having  a  wholesome  rever- 
ence for  tnis  great  power  in  modern  society,  I  have,  during  this 
investigation,  kept  note  of  the  utterances  of  the  "  press."  I 
have  collected  in  volumes  several  hundred  articles  which  have 
appeared  from  time  to  time,  not  a  half-dozen  of  which,  as 
it  seems  to  me,  treat  the  railroads  or  their  managers  with  any 
excess  of  fairness  or  candor.  If  the  "  press  "  have  not  resented 
this  imputation  of  the  gentleman,  that  they  are  "  controlled  " 
by  the  railroads,  they  have  certainly  taken  good  care  not  to 
confirm  it.  Perhaps  the  applause  with  which  they  have  greeted 
some  parts  of  his  performance  may  induce  him  to  with- 
draw, in  his  closing  speech,  this  imputation  which  he  made  in 
his  opening.  At  all  events,  I  leave  the  charge  that  the  rail- 
roads are  controllers  of  the  press  in  the  category  of  such  terms 
as  "  Bailway  Kings,"  "  Robber  Barons,"  "  Feudal  Barons,  like 
those  of  the  Middle  Ages,"  and  other  "  wild  utterances,"  as 
Mr.  Adams  calls  them. 

Modern  corporations  are  rarely  endowed  with  exclusive 
privileges.  They  are  organized  under  general  laws  which  are 
open  to  all.  This  has  been  the  policy  of  modern  legislation. 
The  magnitude  and  exigencies  of  modern  bnsiness  renders 
corporate  organization  both  convenient  and  necessary.  These 
corporate  organizations  were  found  to  be  necessary  for  the 
construction  of  railroads,  even  in  the  infancy  of  the  system. 
They  have  grown  by  development  and  accretion,  with  the  grow- 
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ing  demand  of  the  business  of  the  State  and  country.  Their 
growth  was  necessary  and  inevitable.  The  roads  they  operate 
have  lengthened  and  the  business  of  transportation  has  in- 
creased to  great  proportions.  I  repeat,  the  whole  movement 
and  expansion  of  the  railroad  system  is  the  result  of  a  neces- 
sary, natural  and  inevitnble  grnivth.  Now,  to  say  that  this 
system  has  "constituted  itself  an  irnpedum  in  imperio,  over- 
shadowing and  overwhelming,"  is  just  as  pointless  as  it  would 
be  to  denounce  a  man  who  has  grown  to  be  six  feet  six  inches 
in  height  for  having  "  constituted  himself "  a  giant  among  his 
smaller  neighbors.  That  the  owners  of  railroad  property 
should  have  some  voice  and  influeace  in  the  affairs  of  society 
is  not  a  fit  subject  of  reproach.  Least  of  all  does  such  a  re- 
proach come  with  grace  from  the  lips  of  the  gentleman  and  his 
backers,  "  The  Corporation  of  the  Chamber  of  Commerce," 
who  have  long  been  engaged  in  a  scheme  to  curtail  popular 
suffrage  in  order  to  increase  the  power  of  property  in  public 
affairs. 

I  do  not  denounce  him  or  them  for  advocating  that  scheme. 
I  offer  no  opinion  on  its  merits.  What  I  object  to  is  this  ef- 
fort to  make  railroad  property  and  its  owners  odious  in  the 
eyes  of  the  very  class  of  voters  which  the  gentleman  contends 
are  unfit  to  be  trusted  even  with  the  power  of  taxation. 

The  gentleman  assures  me  that  one  part  of  his  scheme  of 
legislative  reform  is  to  have  "  some  provision  reintroduced  in- 
to the  law  such  as  existed  in  the  earlier  charters  of  our  cor- 
porations by  which  the  State  can  purchase,  upon  the  basis  of 
actual  cost  and  interest,  the  great  main  thoroughfares  of  the 
commonwealth."  This  scheme,  if  ever  carried  out,  would  of 
course  make  them  public  corporations,  part  of  the  political 
machinery  of  the  State,  and ,  subject  wholly  to  the  political 
forces  which  govern  the  State  from  time  to  time.  Such  a 
scheme  may  bring  in  both  a  political  and  a  business  millennium. 
Railroad  transportation  will  then  be  a  matter  of  civil  adminis- 
tration conducted  in  gross  and  in  detail  under  the  control  and 
guidance  of  the  popular  vote.  Carried  out  to  its  logical  con- 
sequences the  officers,  agents,  conductors  and  switchmen  who 
administer  this  branch  of  the  public  service  will  be  nominated 
in  ward  meetings  and  elected  at  the  polls !  Otherwise  we 
should  have  a  special  branch  of  the  public  service  placed  be- 
yond popular  control — beyond  the  reach  of  the  soverign  pow- 
er.    The  latter  would  be  a  real,  and  not  an  imaginary  imjterLum, 
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in  imperio,  which  neither  the  average  politician,  nor  those  who 
follow  him,  would  long  tolerate. 

Second. — Another  idea  which  the  gentleman  has,  to  use  the 
language-  of  his  school,  "  exploited  "  here,  is,  that  the  State  and 
some  municipal  bodies  have  contributed  something  towards 
building  the  railroads,  and  that  this  circumstance  entitles  the 
Legislature  to  have  their  will  of  them  and  control  and  direct 
their  entire  business.  The  last  I  heard  of  the  gentleman's 
statistics  on  this  point,  they  were  in  an  imperfect  state.  He 
had  the  county  and  town  subscriptions,  but  not  the  considera- 
tion which  the  counties  and  towns  had  received  therefor  in  the 
way  of  stocks  and  bonds.  He  had  the  subscription  of  the 
State.  I  believe,  which  he  said  amounted  to  about  $8,000,000. 
But  I  am  not  particular  about  his  statistics  on  this  point. 
This  question  of  State  subscription  to  the  stock  of  private  cor- 
porations has  no  relation  whatever  to  the  right  or  power  of  the 
State  to  control  over  their  business  beyond  what  grows  out  of 
the  position  of  the  State  as  stockholder.  As  was  said  by  the 
Supreme  Court  of  the  United  States  in  the  case  of  the  Bank 
of  the  United  States  vs.  The  Planters'  Bank  (9  Wheat.,  904) : 

"  When  a  government  becomes  a  partner  in  any  trading 
"  company,  it  divests  itself,  so  far  as  concerns  the  transactions 
"  of  that  company,  of  its  sovereign  character,  and  takes  that 
"  of  a  private  citizen." 

Again,  the  Court  says : 

"  As  a  member  of  a  corporation,  a  government  never  exer- 
"  cises  its  sovereignty.  It  acts  merely  as  a  corporator,  and 
"  exercises  no  other  power  in  the  management  of  the  affairs  of 
"  the  corporation  than  are  expressly  given  by  the  incorporat- 
"  ing  act." 

This  feature,  therefore,  like  that  of  "eminent  domain,"  is 
entirely  irrelevant  to  the  question  before  you.  Whatever 
rightful  power  the  State  of  New  York  has  to  intervene  by  legis- 
lation in  the  business  of  the  railroads  is  in  no  sense  derived 
from  the  fact  that  she,  or  the  municipal  bodies  within  her 
borders,  have  aided  in  their  construction. 

But  as  a  question  of  mere  right  and  policy  considered  apart 
from  law,  there  is  no  weight  in  the  suggestion.  The  amount 
contributed  to  these  enterprises  by  the  State  and  municipal 
bodies  is  meagre  and  diminutive  compared  with  what  has  been 
contributed  by  private  individuals.  And  the  State  and  these 
municipal  bodies  have  been  reimbursed  more  than  a  hundred 
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fold  in  the  way  of  taxes  on  this  private  property.  By  this 
vast  investment  of  private  capital  in  these  enterprises,  much 
of  which  has  been  lost  to  those  who  advanced  it,  the  wealth 
and  power  of  the  State  have  been  increased  beyond  computa- 
tion. The  Erie  Koad  and  its  branches  have  been  a  mine  of 
wealth  to  the  people  of  the  State,  especially  along  its  southern 
border.  Populous  cities  and  villages  have  sprung  up  in  soli- 
tudes where,  thirty  years  ago,  bears  roamed  the  forests  unmo- 
lested, and  the  owl  hooted  at  noonday.  This  mighty  change 
has  been  wrought  almost  wholly  by  private  enterprise  and  pri- 
vate capital.  While  millions  of  the  money  of  individuals  have 
been' invested  in  railroads  from  which  no  return,  or  only  a 
moderate  one,  can  ever  come  to  the  investors,  the  State  and 
the  general  public  have  been  and  will  continue  to  be.  reaping 
the  benefit  of  these  investment.  To  sav,  in  view  of  these  ob- 
vious facts,  that  the  petty  aid  rendered  by  the  State  furnishes 
any  just  ground  for  State  interference,  is  a  bold  assertion,  un- 
supported by  any  ju-t  or  rational  considerations.  This  argu- 
ment for  legislative  interference  has,  therefore  no  more  founda- 
tion in  sound  policy  than  it  has  in  law. 

Third. — But  it  is  said  that  railroads  are  common  carriers 
for  hire  ;  and  therefore,  in  the  language  of  Sir  Matthew  Hale, 
are  in  their  business  "  affected  with  a  public  interest ;"  and 
upon  that  ground  public  policy  requires,  that  their  business 
should  be  regulated  and  controlled  by  a  legislative  code.  This 
expression,'  "  affected  with  a  public  interest,"  originated  with 
Sir  Matthew,  and  was  adopted  by  Chief  Justice  Waite,  in  his 
opinion  in  Munn  vs.  Illinois.  The  opposing  counsel,  in  his 
opening  speech,  refers  to  both  the  ancient  and  modern  jurists, 
and  he  will  pardon  me  for  saying,  rather  mixes  their  ideas,  not 
only  with  each  other,  but  with  his  own  pet  theory  about  emi- 
nent domain.  The  latter  subject  was  not  at  all  in  the  case  of 
Munn  vs.  Illinois,  nor  do  I  remember  that  it  was  alluded  to  in 
the  Granger  cases. 

But  I  am  not  now  on  the  question  of  law.  I  refer  alone  to 
that  of  policy.  This  is  a  question  which  addresses  itself  to 
your  judgment  and  intelligence,  as  law  makers.  Some  obser- 
vations on  it  are,  therefore,  relevant  here. 

There  is  no  nSore  prolific  source  of  error  than  that  of  draw- 
,  ing  sweeping  conclusions  from   particular   and  isolated  for- 
mulas.    Especially  is  this  true  when  the  formulas  refer  to  an 
ancient  state  of  things,  and  it  is   sought   to   apply  them  to 
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modern  life  aud  modern  business.  A  great  many  things  which 
were,  and  are  still,  "  affected  with  a  public  interest,"  were  made 
the  subjects  of  legislative  regulation  and  control  in  Sir  Mat- 
thew Hale's  time  that  are  not  now  deemed  proper  objects  of 
State  interference.  Though  I  hate  the  word  "  progress,"  as  it 
is  often  used,  especially  when  spelled  with  a  big  "  P,"  it  is, 
nevertheless,  true  that  the  affairs  of  mankind  do  progress. 
The  race  advances,  sometimes  on  an  ascending,  sometimes  on 
a  level,  and  sometimes  on  a  descending  grade.  Sir  Matthew 
Hale  was  born,  lived  and  died  under  laws  which  established  a 
censorship  of  the  press.  He  administered  those  Jaws,  both 
under  the  commonwealth  and  the  monarchy.  He,  doubtless, 
justified  those  laws,  on  the  ground  that  the  furnishing  printed 
books,  pamphlets  and  newspapers  to  the  public  was  a  business 
"affected  with  a  public  interest."  It  is  no  less  so  to-day.  Nay, 
it  is  far  more  so.  Its  growth  and  expansion  in  power  has  far 
exceeded  that  of  railroad  transportation.  Its  voice  penetrates 
regions  where  the  scream  of  the  locomotive  is  never  heard. 
Its  influence  pierces  to  the  very  vitals  of  the  moral  and  intel- 
lectual life  of  the  whole  people,  and  immensely  affects  their 
property  and  material  condition.  All  ayes,  sexes  and  races 
are  subject  to  its  power.  It  operates  substantially  without 
restraint  or  regulation,  for  the  law  of  libel,  especially  as  ap- 
plied to  the  newspaper  press,  an  engine  of  formidable  force,  is 
a  cobweb  and  a  mockery.  It  is,  therefore,  a  business  pre- 
eminently "  affected  with  a  public  interest ;"  yet  the  policy  of 
both  the  organic  and  statute  law  practically  exempts  it  from 
control  or  regulation. 

I  might  give  an  inventory  of  matters  "  affected  with  a  public 
interest''  in  the  time  of  Sir  Matthew  Hale  which  were  deemed 
and  made  subjects  of  State  control,  but  which  are  now  kept 
wholly  free  from  it. 

But  it  will  be  said  that  the  business  of  common  carriers  is 
a  peculiar  one,  and  has  always  been  kept  under  legal  regula- 
tion. That  is  true,  and  as  true  applied  to  railroads  as  to  any 
other  common  carriers.  They  are  substantially  under  the 
same  law  which  governs  all  other  carriers — stage  lines,  steam- 
boat lines,  packet  lines,  express  lines— whether  owned  and 
controlled  by  corporations  or  private  persons*  though  the  rail- 
roads are  held  to  a  stricter  accountability  in  the  administration 
of  the  law  than  any  other  carriers. 

You  are  familiar  with  the  law  of  common  carriers.     Some 
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little  of  it  is  found  in  statutes,  more  of  it  in  the  decisions  of 
the  Courts,  and  the  whole  has  been  gathered  in  separate  legal 
treatises.  It  is  a  code  simple  and  comprehensive  in  its  char- 
acter, and  only  difficult,  as  all  laws  are,  in  its  particular  appli- 
cations. Like  all  wise  codes,  it  interferes  with  business  as 
little  as  possible. 

Now,  nearly  this  whole  alleged  commotion  about  railroad 
transportation  is  the  result  of -the  magnitude  which  the  business 
has  attained  whereby  it  touches  the  affairs  of  a  great  many 
persons.  Great  railroads  operate  on  a  great  scale.  They  are 
prominent  objects  in  the  public  eye,  and  are  easily  made  ob- 
jective points  of  attack.  Their  introduction  has  inevitably 
changed  currents  and  centers  of  business,  and  thereby  com- 
munities and  individuals  have  been  affected,  unfavorably  in 
some  respects,  favorably  in  others.  These  inevitable  results 
of  this  great  change  in  one  of  the  widest  spheres  of  human 
activity,  coupled  with  the  natural  discontent  arising  from  the 
unexampled  depression  of  business  through  which  we  have 
been  passing,  and  aided  by  the  gentleman's  four  years'  labor 
in  his  vocation  of  railroad  reformer,  has  concentrated  a  part  of 
the  general  dissatisfaction  on  railroad  management.  I  have 
demonstrated  that  very  much  of  this  disssitisfaction  has  been 
misdirected,  and  that  the  railroad  management  has  been  charged 
with  results  which  are  simply  the  outgrowth  of  railroads,  and 
would  have  followed  their  introduction  under  any  manage- 
ment. That  you  will  be  able,  by  legislation,  to  change  the 
laws  of  trade,  and  thus  change  the  situation  of  communities, 
or  accelerate  the  returning  tide  of  prosperity  by  putting  a 
vast,  varied,  varying  and  complex  business  into  the  manacles 
and  meshes  of  »  statutory  code,  I  must  be  permitted  to  doubt. 

Undoubtedly  there  are  some  evils  connected  with,  and  grow- 
ing out  of,  the  operation  of  great  railroad  lines.  It  would  be 
strange  if  there  were  not  some  friction  and  even  disorder  re- 
sulting from  such  a  great  change  in  both  the  volume  and  the 
new  mode  of  conducting  freight  transportation,  a  change  which 
has  usually  taken  place  within  twenty  years.  Some  of  the 
alleged  evils  are  curable,  and  some  are  beyond  the  reach  of 
remedy  except  by  prohibiting  the  use  of  railroads  as  carriers 
of  freight.  Other  evils  are  curable — some  which  formerly 
existed  have  been  entirely  removed.  The  inauagers  are  as 
anxious  to  remedy  defects  and  remove  all  just  causes  of  com- 
plaint as  the  public,  or  the  shippers  are  to  have  that  done.     It 
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is  no  slight  task  to  reduce  such  a  business  to  perfect  order  in 
a  day.  The  competition,  the  changing  currents  of  trade,  the 
fluctuation  of  markets,  the  necessities  of  communities,  the 
variety  in  the  circumstances  of  different  shipments,  all  combine 
to  render  it  exceedingly  difficult  to  bring  such  a  business 
down  to  an  exact  scale.  I  think  it  not  £00  much  to  say  that 
there  is  cogent  evidence  in  the  proofs  you  have  taken  that  the 
railroad  managers  of  this  State  are  men  of  some  character 
ability,  and  integrity,  and  are  exerting  themselves  to  protect 
the  business  of  both  the  State  and  city,  as  well  as  the  property 
in  their  charge.  I  hope  it  is  no  disrespect  for  me  to  say  that 
I  think  the  experience  of  such  men  will  be  better  and  safer 
guide  in  the  transaction  of  such  a  business  than  a  statutory 
code,  even  though  it  were  framed  by  the  gentleman  who  has 
undertaken  to  conduct  this  prosecution,  and  whose  knowledge 
of  railroad  business  is  theoretical  rather  than  practical.  I 
think,  therefore,  that  such  legislation  on  such  a  business  as 
this — legislation  which  must  apply  to  emergencies  which  can- 
not be  foreseen,  and  prescribe  rules  in  advance  to  transactions 
the  needs  and  circumstances  of  which  cannot  be  foreknown 
will  introduce  greater  disorders  than  now  exist,  and  prove 
more  injurious  to  shippers  and  communities  than  any  evils  of 
which  they  now  complain. 

I  am  aware  that  the  paternal  theory  of  government  is  gain- 
ing adherents  now  in  this  country.  Legislation  is  more  and 
more  looked  to  as  the  source  of  relief  from  most  of  the  evils 
which  afflict  man  in  his  mortal  state.  It  is  especially  looked 
to  by  that  great  and  increasing  number  of  what  are  called  the 
laboring  classes.  The  conditions  of  modern  life  press  harder 
and  harder  upon  them  every  year,  and  the  inevitable  evils 
which  they  suffer  in  the  present  order  of  society  far  exceed 
those  which  have  been  made  the  subject  of  so  loud  complaint 
here,  and  to  remedy  which  it  is  demanded  that  railroad  prop- 
erty shall  be  put  entirely  under  public  control,  and  its  value 
in  a  great  measure  destroyed  by  bringing  it  •'  down  to  hard 
pan."  And  when  these  toiling  and  voting  millions  undertake 
to  apply  this  theory  of  paternal  government  to  remedy  the  evils 
which  afflict  them,  they  will  extend  the  hard-panning  process 
to  other  property  beside  that  of  railroad  corporations. 

The  testimony  touching  the  matter  of  transportation  of  oil 
not  being  finished,  I  will  submit  some  observations  in  writing 
on  that  point  hereafter. 
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SUMMING    UP 

ON  BEHALF    OF 

CHAMBER     OF     COMMERCE 

AND 

j3o,ARD     Of      JrADE     AJ^D     TRANSPORTATION, 

BY 

MR.     SIMON     STERNE. 


Mr.  Chairman  and  Gentlemen  of  the  Committee  : 

I  do  not  know  that  I  have  ever  taken  part  in  any  public 
work  without  feeling  at  the,  end  of  my  labors  that  those  who 
were  associated  with  me,  as  well  as  myself,  were  just  then 
about  prepared  or  equipped  to  begin  the  work  which  we  had, 
in  common,  undertaken.  I  have  no  doubt  that  the  Chairman 
feels,  and  that  the  members  of  the  Committee  feel — I  certainly 
do  (notwithstanding  whatever  preliminary  preparation  I  had 
made  for  the  purpose  of  properly  discharging  my  duty) — that 
that  duty  could  be  a  great  deal  better  discharged  if  we  were  to 
begin  now,  with  the  knowledge  that  we  have  behind  us,  in- 
stead of  the  limited  knowledge  with  which  we  all  began  at  the 
outset  of  this  investigation.  I  say  this  because  of  the  criti- 
cism made  by  Judge  Shipman,  that  a  great  deal  of  this  evi- 
dence is  desultory  and  shoots  into  the  air.  We  have  neces- 
sarily wasted  some  time,  of  course,  and  from  the  nature  of  the 
inquiry  a  great  mass  of  documents  have  been  introduced, 
many  of  which  we  now  know  to  be  irrelevant  to  the  discussion, 
and  of  little  importance  to  the  Committee.  That  I  think  was 
inevitable,  however,  and  he  so  conceded. 

The  subject,  I  think,  is  too  large  to  be  handled  by  one  com- 
mittee ;  too  large  to  be  skilfully  handled  by  counsel ;  too  large 
to  be  handled  by  the  railway  corporation  agents.  At  all  events, 
one  thing  must  have  impressed  itself  upon  the  minds  of  the 
members'  of  the  Committee,  that  the  vast  number  of  considera- 
tions which  enter  into  the  discussion  here,  the  vast  number  of 
interests  that  are  involved,  so  far  transcend  any  which  have 
ever  in  this  State,  since  its  organization,  entered  into  any 
controversy,  that  there  is  reason  to  apprehend  that  whatever 
45 
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conclusions  we  arrive  at,  or  whatever  conclusions  we  state,  that 
we  must  have  it  understood  that  they  are  stated  with  all 
modesty  and  subject  to  modifications. 

I  have  been  called  by  my  friend,  Mr.  Depew,  in  several 
parts  of  his  address,  a  "  Don  Quixote."  I  did  not  know  to 
what  degree  or  extent  that  remark  was  apposite  or  pertinent 
until  towards  the  end  of  this  third  day  of  discussion.  I  am 
now  disposed  to  confess  that  there  is  something  Don  Quixotic 
about  this  controversy  as  it  now  shapes  itself.  If  I  am  a  Don 
Quixote,  this  Committee  had  the  exhibition  that  instead  of 
Don  Quixote  fighting  the  wind-mill — two  wind-mills  have, 
during  the  last  three  days,  been  fighting  Don  Quixote  ! 

Now,  Mr.  Depew  has  made  a  speech,  which  I  may  be  per- 
mitted to  say,  in  passing,  might  just  as  well  have  been  made 
immediately  after  the  opening  of  the  first  meeting  of  this  Com- 
mittee, inasmuch  as  it  utterly  ignored  the  evidence,  and  was  a 
production  supremely  independent  of  it. 

Before  proceeding  with  the  argument  as  I  had  in  anticipation 
sketched  it,  expecting  that  counsel  for  the  railways  would 
•devote  themselves  to  the  discussion  of  the  evidence  instead 
of  suggestions  as  to  my  own  personal  relations  to  the  Cham- 
ber of  Commerce  and  to  the  world  at  large,  it  is  proper  for  me 
to  dispose  of  some  of  the  very  amusing  and  wild  statements 
made  by  Mr.  Depew  during  the  course  of  his  very  entertaining 
effort.  He  has  seen  fit  at  the  very  outset  of  his  remarks  to 
combat  the  position  taken  by  me  in  my  opening,  that  the  rail- 
roads of  the  State  are  subject,  and  properly  subject,  to  what- 
ever regulation  may  be  imposed  upon  them  by  the  wisdom  of 
this  State.  He  said  there  was  no  such  thing  as  a  rule  of  the 
"King's  highway"  in  relation  to  these  roads  built  b}' 
private  capital  and  the  losses  arising  from  which  private 
capital  must  bear.  I  had  thought  that  if  deaf  to  argument  and 
the  reasons  with  which,  for  years  past,  I  had  plied  him  upon 
that  subject,  that  at  least  he  would  have  some  respect  for  the 
decisions  of  the  Supreme  Court  of  the  United  States,  which, 
in  a  series  of  cases  reported  in  4th  of  Otto,  set  at  rest  what 
ought  never  to  have  been  seriously  questioned — that  whenever 
a  private  citizen  places  his  money  into  a  business  affected 
by  a  public  interest,  that  business  becomes  instantly  subject 
to  public  control,  and  the  investor  has  no  reason  to  complain 
if  that  control  disregards  to  some  degree  the  profitableness 
of  the  private  property  interest  invested  therein. 
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Chief  Justice  Waite  says,  in  Mun  vs.  State  of  Illinois,  4'Otto, 
113:  "  Common  carriers  exerciso  a  sort  of  public  office  and 
have  public  duties  to  perform  in  which  the  public  is  interested." 
And  he  quotes  approvingly  a  statute  passed  in  the  third  year  of 
William  and  Mary,  the  preamble  of  which  reads  :  "And 
•whereas  divers  wagoners  and  other  carriers  by  a  combination 
.amongst  themselves  have  raised  the  prices  of  carriage  of  goods 
in  many  places  to  excessive  rates,  to  the  great  injury  of  the 
trade,  be  it  therefore  enacted,  &c."  to  show  that  the  carrier  upon 
a  public  highway  transacts  a  business  of  such  a  nature  that  the 
public  at  all  times  has  control  by  statutory  ena-ctments 
as  to  the  price  to  be  charged  by  him  in  his  business. 
Of  course,  if  the  carrier  is  thus  subject  to  control, 
"the  owner  of  a  road  or  the  builder  of  a  road  on  Vhich 
■this  carrying  proceeds  likewise  is  engaged  in  a  business 
affected  by  a  public  interest,  and  the  tolls  to  be  charged 
-thereon  are  subject  to  legislative  control.  That  in  a  particular 
freight  bill  there  is  no  distinction  made  between  the  tolls  for 
■the  use  of  the  road  and  the  charge  for  the  carriage,  is  a  matter 
ihat  can  make  no  difference  in  the  application  of  the  principle, 
because  both  functions  of  owner  of  road  and  common  carrier 
thereon  are  at  all  times  subject  to  legislative  intervention. 
And  the  cases  of  Peik  vs.  The  Chicago  and  North  Western  Rail- 
way, and  Winona  &  St.  Peters  Railroad  Company  vs.  Blake> 
are  all  authorities  to  the  same  point  in  the  same  book.  Chief 
Justice  Waite,  again  delivering  the  opinion  of  the  court,  saysj 
-that  where  property  has  been  clothed  with  a  public  interest, 
the  Legislature  may  fix  a  limit  to  that  which  shall  in  law  be 
reasonable  for  its  use.  This  limit  binds  the  courts  as  well  as 
-the  people.  If  it  has  been  improperly  fixed,  the  Legislature, 
-not  the  courts,  must  be  appealed  to  for  the  change.  And  in 
•every  case  that  has  arisen  since,  the  same  principle  has  been 
recognized ;  so  that  we  may  consider  this  question  eliminated 
from  the  discussion  as  to  the  right  on  the  part  of  the  Legisla- 
ture to  limit  the  use  and  to  circumscribe  the  operations  of  the 
.absolute  freedom  to  do  as  they  please  with  the  highways  of 
the  State  on  the  part  of  the  railway  companies  that  have  ^>een 
•chartered  by  the  State,  and  that  question  we  may  now  consider 
as  set  at  rest. 

Turning  from  this  Committee,  to  whom  Mr.  Depew,  in  his  open- 
ing remarks,  inferentially  denied  any  authority  in  the  premises,  he 
turned  upon  the  Committee  of  the  Chamber  of  Commerce,  and 
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in  a  short  so-called  history  gave  a  most  entertaining  statement  of 
what  he  claimed  to  believe  to  be  the  origin  of  this  Chamber  of 
Commerce  Committee.  The  story  lacked  but  one  element  to- 
completeness,  and  that,  unfortunately  for  the  story,  was  the 
element  of  fact.  It  is  a  matter  of  but  little  moment  whether  the 
Chamber  of  Commerce  Committee,  which  I  represent,  was  ap- 
pointed at  a  large  or  a  small  meeting,  in  the  discussion  of  so 
momentous  a  question  as  we  have  before  us  ;  but  it  is  worthy 
of  an  answer,  simply  because  it  is  an  illustration  of  the 
recklessness  of  statement  that  characterized  Mr.  Depew's 
remarks. 

The  request  for  the  call  of  the  meeting  was  signed  by  the 
largest  number  of  representative  houses  in  every  department 
of  trade  and  commerce  that  had  signed  any  request  for  any 
meeting  of  the  Chamber  of  Commerce  since  the  beginning  of 
the  war  of  1861.  The  signatures  appended  to  the  request  for  the 
call  represented  a  capital  three  times  over  the  combined  capital 
of  the  New  York  Central  and  Erie  railways,  water,  fraud  and  all. 

And  the  meeting  was  attended  by  a  larger  number  of 
merchants  than  had  attended  any  meeting  since  the  war. 
On  January  23d,  in  obedience  to  that  call,  a  meeting  was 
held  at  the  Chamber  of  Commerce  rooms,  at  which  a  report 
was  read  by  a  committee  that  had  previously  been  appointed. 

At  that  meeting  Mr.  Samuel  P.  Babcock,  its  President, 
and  Mr.  James  M.  Brown,  first  Vice-President,  both  attended; 
and  at  this  meeting,  Messrs.  Charles  S.  Smith,  Benjamin 
G.  Arnold,  Jackson  S.  Schultz,  William  A.  Field,  Francis  B. 
Thurber,  Benjamin  B.  Sherman,  and  Charles  C.  Dodge,  were 
appointed  a  Committee  on  Railroad  Transportation. 

Of  those  whom  I  have  named  as  the  Committee,  there  are  but 
two  who  are  members  of  the  Board  of  Trade  and  Transportation 
— the  others  are  all  old  members  of  the  Chamber  of  Commerce — 
and  it  is  strange,  indeed,  that  Mr.  Depew  should  have  forgotten 
the  circumstances  which  attended  the  formation  of  that  Com- 
mittee. On  page  108  of  the  20th  Annual  Report  of  the  Chamber 
of  Commerce,  I  find  that  at  that  very  meeting  at  which  this 
committee  was  raised,  Mr.  Depew  was  present,  and  he  con- 
sidered it  of  sufficient  importance  to  attend  on  behalf  of  the 
New  York  Central  Railway,  and  make  a  speech. 

This  Committee  thus  raised,  at  a  subsequent  meeting 
held  on  the  '28th  of  February,  reported,  and  the  resolution, 
which     was    unanimously     adopted,    accepted    the     report 
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and  recommendations  of  the  Committee,  and  ordered  that 
a  copy  be  sent  to  each  member  of  the  Chamber,  to  the 
Mayor  and  members  of  the  Board  of  Aldermen  of  this  City 
to  the  members  of  the  Legislature  of  the  State,  and  to  the 
members  of  both  houses  of  Congress.  Therefore,  the  sense 
-of  this  Chamber  ,  was  taken  at  two  successive  meetings, 
and  without  a  dissenting  voice  the  sub-committee  was 
•empowered  to  enforce  npon  the  attention  of  the  Legislature 
the  grievances  of  which  the  Chamber  of  Commerce  then  com- 
plained. 

That  there  are  among  the  fifteen  hundred  members  of  the 
Chamber  of  Commerce  men  so  closely  allied  to  the  rail- 
way interest  that  their  interests,  either  as  stockholders  of 
railways  or  as  beneficiaries  of  railways,  outweigh  their  general 
interests  as  citizens  and  as  members  of  this  chamber,  I  am 
•quite  willing  to  believe.  But  they  have  made  no  public  utterance, 
nay,  not  one  has  ventured  avowedly  to  dissent  from  the  deliber- 
ate action  of  the  body  that  meets  in  this  chamber,  as  expressed 
at  the  two  meetings  in  February,  1878. 

One  of  the  effects  of  raising  this  Committee  of  the  Cham- 
ber of  Commerce  was  to  procure  for  the  New  York  Central 
Railway  Company  a  much  coveted  privilege  of  running 
steam  at  night  over  the  Belt  Line  Road  for  the  purpose  of 
•connecting  the  N.  Y.  C.  Railway  with  all  the  docks  fronting 
our  city.  They  have  availed  themselves  of  this  privilege  in  but 
a  single  instance  ;  and  although  they  claim  that  they  are  not 
permitted  more  largely  to  avail  themselves  of  the  facilities  then 
afforded,  by  reason  of  the  opposition  of  the  Erie  Railway  Com- 
pany and  of  the  Dock  Department,  yet  whatever  the  Chamber 
of  Comuierce  could  do  was  done  to  afford  to  the  New  York 
Central  Road  additional  terminal  facilities,  and  to  remove  the 
reproach,  which  Mr.  Depew  makes,  that  New  Yorkers  do  noth- 
ing for  the  railway. 

As  to  the  charge  that  a  communistic  spirit  had  taken  posses- 
sion of  the  Chamber  in  insisting  that  the  railways  of  the  State  of 
New  York  shall  do  justice  to  New  York  City,  I  need  but  read 
•some  of  the  names  appended  to  this  call  to  overwhelm  Mr. 
Depew  with  confusion  :  J.  D.  Vermilye,  President  of  the  Mer- 
chants' Bank,  Benjamin  B.  Sherman,  President  of  the  Me- 
chanics' Bank,  Mr.  Russell  Sage,  John  J.  Cisco  &  Sons,  James 
Buell,  H.  B.  Claflin  &  Co.,  B.  G.  Arnold  &  Co.,  Pupke  &  Ried, 
Phelps,  Dodge  &  Co.,  J.  B.  &  J.  M.  Cornell,  J.  B.  White  &  Co., 
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Schultz,  Southwick  &  Co.,  and  a  host  of  others.     Very  dan- 
gerous communists,  indeed !     I  am  credibly  informed  that  the ' 
signers  to  this  call  represent  an  aggregate  capital  of  upwards 
of  $500,000,000. 

And  in  the  spirit  in  which  the  report  of  the  Committee,  was  or- 
iginally drawn,  so  far  as  I  am  concerned,  the  investigation  has- 
been  carried  on.  And  the  recommendations  that  I  shall  make- 
in  relation  to  legislation  will  follow  this  suggestion.  This  Com- 
mittee on  Railroad  Transportation  say  in  their  report  to  the 
Chamber  of  Commerce,  regarding  the  subject  of  Congressional 
or  State  legislation  : 

"  In  'the  matter  of  railroad  management,  your  Committee 
have  to  say  that  they  deprecate  the  passage  of  laws  which 
would  deprive  the  radroad  corporations  of  the  control  of  their 
own  property.  They  do  not  desire  extreme  legislation,  such 
as  prevailed  in  some  of  the  Western  States." 

To  attach  odium  to  a  good  cause  by  giving  it  an  odious 
name  is  a  practice  unworthy  of  the  character  of  the  gentlemen 
who  represent  the  railways  before  this  Committee.  Let  me 
tell  them  that  the  spirit  of  Communism  in  this  country  finds 
much  more  food  in  the  successful  careers  of  unprincipled  rail 
way  adventurers,  who,  with  gains  notoriously  ill-gotten,  and 
by  fraudulent  connivances,  retained,  are  enabled  to  live  in 
superb  houses,  richly  appointed  and  surrounded  by  every 
luxury  that  modern  civilization  has  devised,  than  encourage- 
ment from  any  speeches  that  I  can  make,  or  any  recommenda- 
tions for  legislation  that  can  possibly  emanate  from  the 
Chamber  of  Commerce,  its  counsel  or  this  Committee. 

Mr.  Depew  has  intimated  that  only  those  people  who  voted 
for  Mr.  Lewis  felt  that  there  was  something  wrong  in  relation. 
to  the  railroad  management  of  the  State,  and  that  a  most 
earnest  protest  against  the  clamor  in  relation  to  railroad  mis- 
management was  the  fact  that  the  two  regular  party  tickets- 
obtained  the  whole  vote  of  the  State  of  New  Toik,  with  the 
exception  of  some  "  nine  thousand  idiots,"  as  he  termed  them, 
who  voted  ior  Mr.  Lewis.  Now,  first  of  all,  in  passing,  it  is 
worth  while  to  say  that  Mr.  Lewis  did  not  receive  the  support 
of  the  Board  of  Trade  and  Transportation  or  the  Chamber  of 
Commerce,  and  that  there  were  no  documents  circulated  by 
either  of  those  bodies  in  Mr.  Lewis's  behalf. 

Both  platforms  of  the  political  parties  promised  to  their  ad- 
herents substantial  railway  reforms  in  the  event  of  the  success 
of  their  respective  tickets.     The  Democratic  platform  says  : 
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"  The  people  of  New  York,  farmers,  manufacturers  and  mer- 
chants alike,  demand  that  they  shall  have  all  the  advantages 
which  accrue  to  them  from  their  favorable  position,  and  that 
the  railroads  they  have  chartered  and  endowed  with  privileges 
shall  be  operated  lor  their  benefit,  and.  not  for  their  ruin.  We 
therefore  endorse,  as  our  expression  of  the  foregoing  principle, 
fifth,  the  railroads  prohibited  by  law  from  unjust  discrimina- 
tion and  from  favoring  localities  and  individuals." 

The  Republican  platform  adopted  the  following  as  its  pledge 
and  promise  of  reform  at  the  last  election  : 

"  The  Republicans  of  New  York,  pledging  ourselves  anew 
to  national  supremacy,  equal  rights,  free  elections  and  honest 
money,  declare  these  principles  : 

Tenth — Moneyed  and  transportation  corporations  are  not 
alone  the  works  of  private  enterprise,  but  are  created  for  pub- 
lic use  and  with  due  regard  to  vested  rights.  It  is  the  clear 
province  and  the  plain  duty  of  the  State  to  supervise  and 
regulate  such  corporations  so  as  to  secure  the  just  and  impartial 
treatment  of  all  interested  ;  to  foster  the  industrial  and  agri- 
cultural welfare  of  the  people,  and  with  a  liberal  policy  favor 
the  public  waterways  and  maintain  the  commercial  supremacy 
of  the  State.  We  look  to  the  inquiry  now  in  progress,  under 
the  direction  of  the  Legislature,  to  develop  the  facts  which 
will  guide  to  all  needed  action." 

Thus  both  parties  said  to  their  adherents  :  "  We  pledge  our- 
selves, in  the  event  of  the  success  of  the  ticket  that  we  have 
nominated,  that  the  men  whom  we  have  submitted  for  your 
suffrages  will  carry  out  the  necesssary  reforms  in  railway 
management."  And  both  of  them  recognized  this  to  be  an 
important  and  vital  question ;  so  much  so  that  Mr.  Cornell,  in 
his  letter  of  acceptance,  says : 

"Particular  attention  is  due  also  to  growing  dissatis- 
faction among  the  farmers,  merchants  and  other  business 
men  of  the  State,  in  regard  to  railroad  and  other  cor- 
porate institutions.  Corporations  created  by  law  exercise 
within  their  charters  delegated  functions  and  are  subject 
to  the  supervision  of  the  power  from  which  they  derive 
their  being.  Originally  endowed  for  the  public  benefit,  they 
have  no  warrant  to  discriminate  against  the  rights  of  any  class 
or  portion  of  the  people  ;  especially  they  should  not  discrimi- 
nate against  the  interests  of  the  citizens  of  New  York,  and  in 
favor  of  those  of  other  States.  The  unexampled  development 
of  our  State  and  of  the  country  beyond  its  borders  has  in  many 
instances  vastly  increased  the  value  of  these  franchises,  the 
recipients  of  which  should  recognize  a  just  accountability  to 
the  sovereignty  which  endowed  them  with  such  great  and  valu- 
able privileges.    Legislation  adapted  to  the  preservation  of  the 


rights  of  all  classes,  and  to  maintaining  the  commercial  suprem- 
acy of  the  State  of  New  York,  seems  to  me  manifestly  just." 

If  the  political  parties  intended  that  the  so-called  "  clamor  " 
in  relation  to  railway  reform  should  cease,  they  certainly  seem 
to  have  set  about  it  in  a  very  strange  way  indeed.  They  first 
recognized  the  justice  of  the  demand  made  by  the  Chamber  of 
Commerce,  and  then  pledged  themselves  to  remedy  the  evils 
which  caused  the  demand  for  redress. 

Mr.  Depew  makes  it  a  subject  of  criticism  that  I  did  not 
call  every  individual  merchant  and  every  individual  manufac- 
turer or  farmer  who  was  injured  by  the  discriminations  that 
the  railway  companies  have  seen  fit  to  practice.  He  says  at 
Rochester  there  were  but  two  farmers  who  testified,  and  half 
a  dozen  millers,  and  at  Buffalo  but  several  pork  packers,  a 
few  farmers  and  but  a  few  tradesmen.  The  great  facts  of  the 
discriminations  were  proved  by  the  special  rate  books  of  the 
New  York  Central  Railway,  as  contrasted  with  their  regular 
tariffs.  It  needed  no  evidence  to  prove,  and  it  needs  no  argu- 
ment to  show,  that  the  existence  of  such  discriminations  must 
necessarily  be  injurious  to  the  merchants,  manufacturers  and 
farmers,  against  whom  the  discriminations  operate,  and  that  it 
results  in  an  unfair  advantage  to  him  who  is  the  beneficiary  of 
the  railway.  To  call  clouds  of  witnesses  upon  these  several 
points  would  not  have  added  to  the  weight  of  the  testimony 
one  particle.  The  existence  of  the  discrimination  in  favor  of 
one  individual  and  the  tariff  rate  as  to  the  rest  of  the  commun- 
ity was  as  abundantly  proved  out  of  the  books  of  the  New 
York  Central  Railway  and  out  of  the  mouths  of  its  freight 
agents,  as  though  a  great  mass  of  testimony  had  been  taken 
from  favorites  on  the  one  hand  and  injured  freighters  on  the 
otber  for  the  purpose  of  showing  the  same  state  of  facts. 
Why,  we  could  have  gone  on  and  taken  testimony  for  years,  and 
we  would  not  have  been  one  whit  better  off  or  one  step  fur- 
ther advanced  upon  the  subject  of  discriminations  than  the  po- 
sition that  we  held  after  the  books  of  the  New  York  Central 
Railway  had  been  subjected  to  an  examination,  showing  conclu- 
sively their  existence. 

Mr.  Depew  puts  a  statement  in  my  mouth,  differing 
widely  from  what  I  actually  made  when  he  says  that  I 
have  found  fault  with  the  press  since  this  investigation  has 
proceeded.     My  assertion  in  my  opening  was  that  the  press 
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was  considerably  under  the  influence  of  tbe  railway  power,  as 
the  railway  is  a  very  large  advertiser.  I  have  been  pleased, 
however,  during  the  progress  of  this  investigation,  to  find  in  the 
press  great  unanimity  of  feeling  as  to  the  importance  of  the 
work  which  was  being  done  by  this  Committee,  and  an  admir- 
able apprehension  of  the  problems  involved ;  and  no  word 
dropped  from  my  lips  since  the  first  day  that  this  investigation 
has  proceeded  of  fault  finding  with  that  great  instructor  of  the 
public. 

Mr.  Depew  seems  to  have  found  considerable  comfort 
in  the  fact  that  the  sessions  of  this  Committee  were  not 
attended  by  crowds  of  merchants,  manufacturers  and  farmers, 
who  were  injured  by  the  railways,  and  who,  for  the  purpose  of 
creating  sympathy  on  their  behalf  by  this  Committee,  he 
supposed,  would  lay  bare  their  grievances  as  Italian  street 
beggars  lay  bare  their  physical  deformities.  My  learned 
friend  who  represents  the  N.  Y.  Central  Eailroad  must  have 
some  strange  notions  in  his  head  as  to  the  amount  of 
time  a  New  York  leader  of  commerce  has  to  spare  on  his 
hands.  Such  is  the  intensity  of  occupation  in  this  busy  mart 
on  the  part  of  all  of  us,  so  that  even  Mr.  Depew  was  fre- 
quently compelled  to  leave  us  when  it  was  Erie's  turn  to 
be  investigated  instead  of  the  Central.  The  merchants  ap- 
pointed a  committee  of  their  representative  commercial  cham- 
ber to  look  after  this  matter,  which  committee,  through 
the  instrumentality -of  counsel,  presented  the .  questions  and 
the  evidence  to  this  Committee,  and  the  daily  press  ac- 
quainted them  with  what  degree  of  sufficiency  and  with 
what  amplitude  of  evidence  charges  which  they  had  made 
were  supported,  and  how  far  the  grievances  that  they  com- 
plained of  were  shown  to  exist.  Had  there  been  any  falling 
short  of  the  evidence,  any  dissatisfaction  on  the  part  of  mer- 
chants that  there  was  any  lack  of  support  of  the  charges,  the 
condition  that  Mr.  Depew  looked  forward  to,  of  a  vast  crowd 
of  merchants  attending  the  sessions  of  this  Committee,  would 
probably  have  taken  place.  But  on  the  very  first  days  of  the 
sessions  of  the  Committee,  the  main  charges  of  the  mercantile 
bodies  were,  out  of  the  books  of  the  corporation,  and  out  of  the 
mouths  of  its  own  officers,  overwhelmingly  and  conclusively 
proved.  Wherefore  the  necessity,  then,  of  their  constant  at- 
tendance upon  this  Committee,  or  calling  them  as  witnesses, 
when  the  injury  done  followed  as  a  neccessary  conclusion,  and 


could  be  computed  as  a  mere  arithmetical  problem  from  a  com- 
parison of  a  special  rate  with  the  ordinary  tariff  rate. 

The  cool  audacity  of  Mr.  Depew's  statement,  that  the  re- 
ports to  the  State  Engineer  were  shown  to  be  correct,  is  mon- 
umental. The  utterly  fictitious  character  of  the  construction 
account  of  the  New  York  Central  Railway  Company  was  de- 
veloped before  this  Committee  by  Mr.  Robertson's  testimony, 
and  admissions  of  Mr.  Depew,  which  are  to  be  found  on  page* 
990  to  991,  inclusive,    as  follows : 

Q.  The  amount  of  these  sum  totals  represents  about  the 
amount  of  the  capital  stock  and  funded  indebtedness?  A.  Yes,, 
sir. 

Q.  Have  you  given  any  attention  to  the  accounts  of  the 
New  York  Central  <fc  Hudson  River  Railroad  ?     A.  Yes,  sir. 

Q.  As  published  to  the  State  Engineer  ?  A.  To  their  re- 
ports I  have. 

Q.  Now,  by  investigating  tbe  reports  of  that  company  to  the 
State  Engineer,  and  comparing  them  with  the  statements  made 
in  Poor's  Manual,  have  you  arrived  at  any  conclusion  as  to  the 
correctness  or  incorrectness  of  the  statements  made  by  the 
New  York  Central  &  Hudson  River  Railroad  Company  to  the 
State  Engineer  ?     A.  I  have,  sir. 

Q.  Will  you  give  the  Committee  the  benefit  of  that  judg- 
ment— in  what  particular  the  statements  are  incorrect?  A.  I 
believe  the  amount  reported  as  having  gone  into  construction 
account  from  year  to  year  is  incorrect ;  that  is,  in  compliance 
with  the  provision  of  the  law  requiring  them  to  report  the 
cost  of  construction — the  actual  money  expended  in  labor  and 
material. 

Q.  Will  you  take  before  you  the  State  Engineer's  reports 
for  the  years  '68  and  '69;  in  what  particular  do  you,  as- 
an  expert,  state  that  these  accounts,  as  furnished  to  the 
State  Engineer,  are  misleading?  A.  Well,  generally,  sir,  if 
the  report  to  the  State  Engineer  regarding  the  increase  of  the 
construction  account  and  the  total  payments  of  the  New  York 
Central  were  true,  it  would  follow  that  they  had  expended  in 
a  period  of  something  like  ten  years  or  less  than  that  about 
$11,000,000  more  than  they  had  received. 

Mr.  Depew — When  does  this  ten  years  begin? 

The  Witness— From  1869  to  1878  inclusive. 

Q.  You  have  examined  the  amount  of  their  receipts,  com- 
pared it  with  the  amount  as  represented  in  their  construction 
account  ,and  have  found  a  difference  of  how  many  millions  ? 
A.  Not  simply  the  construction  account,  but  of  all  their  pay- 
ments— all  their  receipts  and  all  their  payments  for  that  period. 

Q.  And  you  have  found,  comparing  these  receipts  and  their 
payments,  that  they  bad  paid  out  by  $11,000,000  more  than 
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they  received?     A.  That  is,  if  the  amount  that  is  charged  up> 
as  having  been  paid  for  construction  during  that  time  be  true. 

Q.  Now,  have  you  examined,  as  a  bookkeeper,  the  method 
in  which  they  had  balanced  the  watering  of  their  stock?  A. 
It  has  never  been  balanced. 

Q.  Or  how  they  have  charged  it  ?  A.  Have  you  any  copies 
of  Poor's  Manual  here  ?  [The  witness  is  handed  copies  of 
Poor's  Manual.]  In  Poor's  Manual  there  is  a  financial  state- 
ment for  the  year  ending  September  30th,  1875,  in  which  one 
of  the  items  on  the  debit  side  is  stated  as  a  balance  reserve 
fund,  etc.— $33,077,960.12. 

Q.  Now,  what,  from  your  recollection,  was  that  reserve  fund 
about  1870,  immediately  after  the  stock  watering ;  was  ifc 
higher?     A.  Oh,  yes  ;  very  much  higher. 

Q.  Did  that  reserve  fund  correspond  with  the  watering  of 
stock  ?     A.  Very  nearly. 

Q.  Therefore,  as  a  bookkeeper,  you  assume  that  when  they 
watered  their  stock  to  the  extend,  of  $i4,000,000  they  made  a- 
fictitious  debit  account  against  the  credit  of  the  stock  water-  , 
ing?     A.  Yes. 

Q.  And  called  that  reserve  fund  ?     A.    Yes. 

Q.  And  you  find  that  reserve  fund  diminished?  A.  It  has- 
been  diminished  every  year. 

Q.  Does  that  diminution  of  reserve  fund  correspond  with 
the  difference  between  the  receipts  and  earnings  and  the  pay- 
ments and  expenses — $11,000,000?     A.  Very  closely. 

Q.  Now,  what  deduction  do  you  draw  from  that  as  a  book- 
keeper ?  A.  It  corresponds  also  very  closely  during  a  certain 
period  with  the  amount  added  to  the  construction  account. 

Q.  And,  therefore,  you  assume  that  this  fictitious  reserve 
fund  was  written  off  into  construction  account  from  year  to 
year  in  that  manner,  and  that  accounts  for  that  difference  ? 
A.  I  know  that  the  earnings  of  the  company  have  not  been 
enough  to  warrant  the  increased  construction  account,  and  the 
deduction  must  be  that  there  is  a  writing  off  from  this  fic- 
titious account  into  construction  account  yearly  of  one  or  two 
million  dollars  ;  I  can't  say  precisely  the  amount. 

Q.  Well,  is  there  in  point  of  fact  any  reserve  fund  deducible 
from  the  accounts  of  the  New  York  Central  &  Hudson  River 
Railroad  Co.?     A.  No,  sir. 

Q.  Have  you  examined  with  a  view  to  ascertain  that  fact  ?* 
A.  I  have  written  up  a  set  of  books  myself. 

Q.  To  ascertain  whether  or  not  there  is  a  reserve  fund  ?  A, 
Yes,  sir. 

Q.  And  you  have  come  to  the  conclusion  that  that  whole  re- 
serve fund  is  a  fiction  ?     A.  I  have. 

Q.  Has  the  name  of  that  fund  changed  in  process  of  time  ? 
A.  It  has. 

Q.  What  is  it  now  called  ?     A.  It  was  called  originally  ex- 


-cess  of  capital  over  cost  of  construction ;  shortly  after  the  con- 
solidation ;  I  think  it  would  be  in  1870,  according  to  ray  recol- 
lection ;  the  consolidation  was  1869 ;  I  think  that  term  was 
applied  in  Poor's  Manual  in  1870. 

Mr.  Depew — Called  so  by  whom  ? 

Mr.  Sterne — By  your  people. 

Mr.  Depew — By  Poor's  Manual. 

Mr.  Sterne — Do  you  deny  that  the  statements  contained  in 
Poor's  Manual  are  with  your  knowledge  printed  in  Poor's 
Manual  and  taken  from  your  Auditor  ? 

Mr.  Depew — The  figures  are. 

Mr.  Sterne — I  mean  the  statement  accompanying  the  fig- 
tires  ;  that  Poor's  Manual  takes  your  figures  as  furnished  by 
your  company  and  prints  them  without  any  change  whatever. 

Mr.  Depew — I  would  like  to  have  that  statement  verified. 

Mr.  Sterne — I  will  furnish  that  missing  bit  of  testimony. 

Q.  Proceed  ?  A.  The  item  is  called  now  '  balance  reserve 
fund.' 

By  the  Chairman  : 

Q.  Does  that  testimony  you  have  given  relate  to  the  reports 
in  Poor's  Manual  or  the  reports  to  the  State  Engineer  ?  A. 
Both. 

Q.  Your  testimony  is  the  result  of  an  examination  of  the  re- 
ports made  by  this  company  to  the  State  Engineer  ?     A.  Yes, 
sir. 
By  Mr.  Sterne  : 

Q.  How  was  your  attention  first  attracted  to  this  fact  ?  A 
By  the  ambiguous  language  used  in  the  reports  published  in 
Poor's  Manual. 

Q.  Now,  will  you  demonstrate  to  the  Committee  the  fact, 
from  a  bookkeeper's  point  of  view,  of  why  you  call  that  a  fic- 
titious account,  and  why  it  would  appear  upon  an  entirely 
•different  side  of  the  ledger  account  if  it  were  a  true  account  ? 
A.  I  say  it  is  a  contradiction  in  terms  very  much  like  a  lawyer 
attempting  to  prove  a  negative. 

Q.  Now,  take  a  piece  of  paper,  please,  and  explain  that  to 
the  Committee  in  the  same  manner  as  though  you  were  asked 
to  solve  a  problem  in  mathematics,  and  take  it  in  relation  to 
the  item  of  the  account  as  it  appears  ?  (The  witness  explains 
and  illustrates.) 

Q.  Does  that  item  of  reserve  fund  appear  in  the  State  re- 
ports ?    A.  No,  sir. 

Q.  You  examined  the  State  reports  with  great  care  from 
1869  to  1878,  with  that  view,  didn't  you  ?     A.  I  did. 

Q.  You  say  it  doesn't  appear  there  ?     A.  It  does  not. 

Q.  Ought  it  not  to  appear  there,  if  such  an  item  existed? 
A.  The  law  calls  for  it — surplus  fund. 

Q.  Do  you,  as  a  bookkeeper,  know  of  any  reserve  fund  that 
is  not  surplus  fund  ?    A.  No. 
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Q.  Isn't  it  a  matter  of  necessity,  in  the  office  of  the  New 
York  Central  Railroad  Company,  in  its  Auditing  or  Accounting' 
Department,  that  there  should  appear  a  credit  side  to  the  debit 
side  of  that  stock  account  in  which  that  increase  of  stock  ap- 
pears ?  A.  Their  books  are  kept  by  double  entry,  and  double- 
entry  means  an  entry  on  two  sides  which  balance  each  other,  so 
that  when  a  credit  appears  to  capital  stock  account  there  is  a- 
necessity  of  some  other  account  being  debited,  or  else  the  bal- 
ance would  be  destroyed  ;  the  essential  point  of  double  entry 
bookkeeping  is  the  principle  of  balance." 

The  next  morning  (July  14,  p.  994)  Mr.  Depew  admitted  as 
follows : 

Counsel  for  the  New  York  Central  &  Hudson  River  Rail- 
road Company  admits  that  the  figures  as  detailed  in  Poor's- 
Manual  are  correct,  and  the  only  difference  is,  what  witness 
calls  the  '  Reserve  Fund  '  upon  the  books  of  the  Company  is- 
designnaed  as  a  '  Special  Construction  Fund.'  " 

We  have  Mr.  Vanderbilt's  admission  to  the  same  effect  on 
page  1648 : 

"Q,  All  that  new  construction  is  represented  by  bonds, 
isn't  it ;  not  by  earnings ?  A.  I  don't  know;  that  is  book- 
keeping. 

Q.  Let  me  draw  your  attention  to  the  fact  that  your  con- 
struction account  has  swelled  40  millions  of  dollars  since  1869r 
that  your  capital  account  has  remained  the  same,  and  that 
the  funded  debt  has  increased  about  26  millions  of  dollars  -r 
now,  is  the  difference  surplus  or  book-keeping  ?  A.  That  is 
book-keeping  ;  that  I  think  what  you  call  water  is  charged  to- 
construction.  , 

Q.  Isn't  it  true  that  only  a  part  of  that  water  is  charged'  to- 
construction  account?  A.  The  people  who  make  the  account 
can  tell  you  ;  I  cannot ;  probably  it  is. 

Q.  That  there  is  annually  a  writing  off  of  the  debit  side  of 
that  account  into  construction  account  ?  A.  I  have  heard  it 
argued  that  it  ought  to  have  been  done  at  once ;  instead  of 
that  it  was  done  gradually. 

Q.  There  is  no  actual  construction  ?  A.  That  was  only  a 
question  of  difference  of  opinion  of  why  it  was  not  done. 

Q  There  is,  therefore,  no  actual  value  representing  those 
additional  millions?  A.  Oh,  yes;  it  was  actual  value  when 
they  were  made. 

Q.  You  think  so  ?     A.  That  is  what  I  have  been  told. 

Q.  By  Mr.  Worcester  ?     A.  Yes,  sir. 

Q.  There  is  no  value  for  the  year  in  which  the  construction 
account  thus  appears  to  have  been  swelled  by  millions  of  dol- 
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lars?  A.  Yon  take  what  I  say  as  fact;  it  is  only  opinion; 
Mr.  Worcester  can  tell  you  the  fact. 

Mr.  Sterne — I  asked  for  that  account,  and  Mr.  Depew  has 
not  furnished  it. 

Mr.  Depew — I  told  you  exactly  what  there  was  of  it,  the 
same  as  Mr.  Vanderbilt  explains  it  now  ;  that  the  additional 
capital  ought  to  have  been  charged  into  construction  account 
.at  the  time. 

Mr.  Sterne — You  mean  the  additional  stock  ? 

Mr.  Depew — The  additional  stock. 

Q.  That  is  a  matter  of  book-keeping,  the  issue  of  stock  ap- 
pears on  one  side  of  the  ledger  and  there  is  no  construction 
account  to  appear  on  the  other  side,  and  so  that  is  done,  year 
"after  year  ?     A.  I  think  that  has  been  added  yearly. 

Q.  So,  in  process  of  time,  the  intention  is  what  we  call  stock 
watering  will  be  absorbed  into  construction  account,  so  that 
the  two  accounts  shall  balance  ?    A.   Yes;  I  think  that  is  it." 

We,  therefore,  have  the  evidence  that  there  is  annually 
prepared  for  the  State  Engineer  a  cooked  account  on  the 
part  of  the  New  York  Central  Railroad,  in  which  there  is  a 
pretended  credit  to  construction  of  millions  of  dollars  an- 
nually which  never  takes  place,  but  is  a  mere  writing  of 
"watered  capital  into  a  watered  construction  account,  so  that 
as  a  mere  matter  of  bookkeeping  the  accounts  shall  bal- 
ance. It  strikes  me  that  the  dilemma  in  which  these  gen- 
tlemen are  placed  for  the  purpose  of  explaining  their  book- 
keeping and  to  excuse  their  watering  of  stock  is  an  unpleasant 
one,  whichever  horn  they  are  called  upon  for  the  time  being 
to  face.  If  they  seriously  pretend — and  that  is  the  suggestion 
of  Mr.  Depew — that  there  were  actual  values  hidden  from  the 
stockholders  and  disguised  from  the  State  in  186t)  of  forty 
millions  of  dollars,  which  had  neither  been  distributed  in 
•dividends,  nor  carried  to  a  surplus  account,  so  that  its  ex- 
istence was  unknown  by  any  of  the  stockholders  of  both 
of  these  great  highways,  then  their  managers  committed  an 
outrageous  and  infamous  fraud.  The  fraud  must  have  been 
practiced  by  gentlemen  like  Mr.  Corning,  Mr.  Fargo, 
Mr.  Butterfield,  and  Mr.  Worcester,  representing  the  Cen- 
tral, and  the  Messrs.  Vanderbilt  themselves,  representing 
the  Hudson  River  Railroad.  But  even  Mr.  Worcester,  who 
was  privy  to  all  the  stock  watering,  and  to  whom  reference 
was  made  by  Mr.  Vanderbilt  in  his  testimony  as  knowing  all 
.about  it,  gave  us   as  the  new  work  which  may  be  chargeable 
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against  the  sum  total  of  forty  millions  of  water  in  the  way  of  con- 
struction, which  had  been  carried  to  expense  account,  and  should 
have  been  represented  by  the  construction  account,  a  section 
■of  double  tracking  of  about  a  hundred  and  fifty  miles  of  the 
New  York  Central  Railway,  and  when  pressed  to  give  the 
value  of  that  work  he  failed  to  do  so.  It  surely  could  not 
lave  exceeded  two  or  three  millions  of  dollars. 

Mr.  Depew  drew  for  you  quite  a  pathetic  picture  of  the  con- 
dition of  the  New  York  Central  Railway  Company  during  the 
fight  with  the  Pennsylvania  and  Baltimore  &  Ohio  roads  be- 
tween 1875  and  1877,  in  which  he  claimed  that  the  Central, 
supported    by  the    Erie,    entered  upon  a   war    mainly,    for 
the    purpose  of    maintaining    New    York's    supremacy    and 
■commerce,    and  lie    showed  that  the    rate  to  Chicago    and 
from   Chicago    went   down  from   one  dollar  to    seventy-five 
•cents    a    hundred;     from    seventy-five    cents    a   hundred    to 
fifty  cents   a   hundred ;  from  fifty  cents   a   hundred   to   twen- 
ty-five  cents,   and    from   that  the   through  rate  went   down, 
from  Chicago  to  New  York  and  from  New  York  to  Chicago,  to 
ten   cents  a  hundred,  and    he    sajs   that   millions  of  dollars 
"were  expended  by  the  New  York  Central  and  the  Erie  Railway 
Companies  for  the  purpose  of  maintaining  that  fight  with  the 
Baltimore  &  Ohio   and  the  Pennsylvania   Roads ;  he  claims 
that  the  Baltimore  &  Ohio  Road,  which  had  for  years  paid  divi- 
dends of  ten  per  cent.,  passed  its  dividends  for  the  purpose  of 
making  this  fight ;    and  the  Pennsylvania  Company,  which  had 
for  years  paid  dividends,  passed  its  dividends ;  and  those  great 
•corporations  found  themselves  on  the  verge  of   bankruptcy; 
.and  then  came  the  convention  of  1877,  which  resulted  in  a  truce, 
then  peace,  then  agreement  between  these  great  railways  by 
the  operation  of  which  rates  were  to  be  maintained  and  arbitrary 
■terms  fixed,  at  which  New  York  was  to  have  its  business  done, 
Philadelphia  its  business  done  and  Baltimore  its  business  done; 
and  Mr.  Depew  says  that  during  all  this  fight  New  York  did 
not  aid  the  great  railway  which  he  represents  by  the  offer  of  a 
■dollar  of  money  or  the   giving  it,  as  against  its  rivals,  any 
additional  business. 

Let  me  draw  the  attention  of  this  Committee  to  a  circum- 
stance that  speaks  volumes,  and  in  significance  outweighs 
pages  upon  pages  of  testimony,  as  to  what  New  York  did  for 
its  great  railway  while  it  maintained  that  fight,  and  what  it 
does  for  its  great  railway  now. 
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The  Pennsylvania  Bailroad,  because  it  did  its  through  traffic 
during  those  two  years  in  the  fight  with  the  New  York  Central 
at  a  loss,  and  the  Baltimore  &  Ohio  Railroad,  because  it  did  its 
through  traffic  at  a  loss  in  this  memorable  fight  with  the  New 
York  Central  during  such  two  years,  were  both  compelled  to 
pass  their  dividends  and  to  leave  the  $200,000,000  of  stock 
capital  which  they  together  represent,  go  unrequited  in  the  way 
of  earnings.  Yet  the  New  York  Central  &  Hudson  River  Rail- 
road Company,  during  those  same  two  years  of  active  and  bitter 
contest,  in  which  it  carried  its  whole  through  traffic  at  a  great 
loss,  at  an  expense,  as  Mr.  Depew  says,  of  $5,000,000,  paid 
dividends  of  8  per  cent,  upon  its  stock.  And  where  did  it  get 
it  from  ?  What  source  of  revenue  had  it,  if  its  through  traffic 
during  those  two  years  cost  $5,000,000  more  than  it  brought  in, 
other  than  from  its  local  traffic,  from  which  it  not  only  must 
have  recouped  during  those  two  years  $5,000,0(.  0,  but  have 
earned  in  addition  at  least  $10,000,000  net  profit  out  of  such 
local  traffic  to  pay  dividends  of  $14,500,000  ?  Therefore,  New 
York  State  could  not  have  given  a  greater  subsidy  to  this 
railway  than  to  have  handed  over  the  State  of  New  York,  as  it 
did  during  those  two  years  of  fight,  and  unhappily  has  done 
ever  since,  to  be  taxed  by  that  railway  as  it  saw  fit. 

Can  you  spell  out  any  other  conclusion  from  Mr.  Depew' s 
statement  than  that  to  which  I  have  drawn  your  atten- 
tion ?  If  so,  it  will  tax  your  ingenuity  as  it  has  taxed  mine  to 
find  any  other  solution  than  the  one  I  have  suggested. 

Mr.  Depew  would  you  have  believe  that  this  great  contest  dur- 
ing two  years,  involving  an  expenditure  of  $5,000,000,  on 
through  traffic  over  and  above  income,  was  carried  on,  and 
$14,500,000  dividends  were  paid  during  those  two  years  by- 
cutting  his  salary  down  $1,000,  Mr.  Worcester's  salary  down 
$1,000;  Mr.  Butter's  salary  $500,  and  so  forth;  and  that 
these  petty  economies  in  the  aggregate  made  a  difference  in 
the  two  years  of  $20,000,000,  for  the  purpose  of  carrying  on 
this  gigantic  contest,  and  yet  pay  dividends  upon  stock. 

Let  us  look  for  a  moment  and  see  how  far  the  operating  ex- 
penses which  the  New  York  Central  has  seen  fit  to  report  to 
the  State  Engineer  in  1876  and  1877,  differed  from  the  operat- 
ing expenses  of  1875  and  1878. 

In  1875  the  operating  expenses  of  the  road  of  every  kind 
were  $17,262,000  ;  in  1876  it  was  $16,124,000  ;  in  1877  it  was 
$15,000,000,  and  in  1878,  $16,136,000. 


The  lesson  that  I  ask  this  Committee  to  draw  from  the  state- 
statement  of  Mr.  Depew,  and  this,  its  supplement  is,  that  either 
the  New  York  Central  can  carry  its  through  traffic  literally 
for  nothing,  if  the  present  system  is  to  continue  which  allows 
them  to  have  free  warren  to  tax  ad  libitum  the  people  of  the 
State  of  New  York ;  or,  it  shows  that  the  superior  gradient 
of  the  New  York  Central  Railway  and  the  bulk  of  its  local 
traffic  give  it  so  immense  an  advantage  over  the  shorter  south- 
ern lines,  its  rivals,  that  when  a  contest  with  the  power  of  the 
New  York  Central  Railway  comes  upon  them,  they  can  fight, 
against  it  only  on  the  condition  that  they  shall  cease  to  pay- 
dividends  upon  stock  and  ultimately  interest  upon  bonds. 

And  when  that  situation  was  imminent  Mr.  Vanderbilt  was- 
called  upon  to  confront  a  very  peculiar  phenomenon  of  railway 
policy,  and  which  makes  it  an  exception  to  every  business  that, 
we  know  of.  He  did  not  dare  to  send  his  rivals  into  bank- 
ruptcy, beeause  then  they  would  become  more  formidable  ad- 
versaries than  they  were  before. 

Right  here  let  me  quote  the  opinions  of  Mr.  Fink,  of  Mr. 
Worcester  and  of  Mr.  Vanderbilt  himself  upon  that  point ;  and 
this  again  is  the  real  explanation  for  the  making  of  the  contract 
for  the  maintenance  of  rates  of  April,  1877. 

Mr.  Fink,  on  pp.  564  and  565,  says  : 

"  Q.  Explain  why  it  is  railways  do  not  stop  their  business 
when  they  work  for  less  than  cost?  A.  There  are  several 
reasons  for  that ;  railway  corporations  have  a  large  credit,  and 
they  sometimes  don't  find  out  that  they  are  broken  before 
they  are  broken ;  they  don't  know  what  they  are  doing  in  a 
great  many  instances,  and  it  is  a  very  difficult  matter  to  de- 
termine  

Q.  When  they  are  broken  they  do  not  go  out  of  business  ? 
A.  No,  they  commence  again. 

Q.  And  not  only  commence  again,  but  keep  on  under  a  Re- 
ceiver ?  A.  YfS,  sir ;  that  is  one  of  the  great  difficulties  to 
which  I  wished  to  call  your  attention  yesterday,  that  in  these 
railroad  fights  you  asked  me  last  night  the  question  in  regard 
to  Philadelphia  and  New  York  ;  why  the  New  York  roads  could 
not  make  lower  rates  than  Philadelphia,  and  keep  on  making 
lower  rates  until  they  bankrupted  each  other;  after  that  is 
done,  of  course  the  roads  are  still  there  and  run  by  somebody, 
so  that  it  does  Dot  decide  any  question  at  all. 

Q.  That  is  what  I  want  to  get  at ;  the  fact  is,  that  another 
reason  why  the  law  of  competition  does  not  apply  to  iailways 
is  because  the  railway  that  is  driven  to  the  wall  does  not  go 
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out  of  business,  but  goes  on,  and  goes  on,  under  conditions 
"which  enable  them  to  run  cheaper  than  the  solvent  road  ?  A. 
Yes,  sir ;  that  is  one  of  the  reasons ;  a  merchant  when  he  is 
broken  down  goes  out  of  business ;  a  steamboat  also  ;  but  a 
railroad  is  there  all  the  time. 

Q.  It  is  there  and  operated,  and  when  relieved  from  the 
stock  capital  and  bond  capital  it  becomes  a  more  dangerous 
rival  as  a  broken  road  than  when  solvent?     A.  That  is  so. 

Q.  And  the  history  of. railroading  in  this  country  shows  that 
=an  insolvent  road  is  a  more  dangerous  rival  than  a  solvent  road, 
a.  solvent  corporation  ?  A.  In  carrying  on  the  competition 
between  railroad  companies,  that  is,  it  not  necessarily  is,  but 
it  may  be,  if  it  chooses  to  be. 

Q.  For  instance,  in  the  Grand  Trunk  Railway  that  condition 
is  illustrated  perhaps  best  of  all ;  there  is  a  road  with  a  longer 
mileage  operated  under  extreme  difficulties ;  snowed  up  a.  good 
part  of  the  winter,  and  yet  they  carry  goods  a  great  deal 
•cheaper  than  the  solvent  roads  ?  A.  They  have  to  carry  them 
•cheaper — being  a  longer  road,  if  they  want  to  compete  with 
•shorter  roads." 

Mr.  Worcester,  on  pp.  1073  and  1074,  says  : 

"Q.  If,  for  instance,  they  were  to  carry  for  a  cer- 
'tain  distance,  the  question  of  staying  power  of  the  one  man 
as  against  the  other  would  be  an  element  to  be  taken  into  con- 
sideration? A.  There  is  no  such  thing  as  staying  power ;  that 
is  not  an  element  in  railroading  at  all ;  that  is  a  mistake  that 
rsome  railroad  men  make,  I  think,  and  it  is  a  very  common 
mistake  of  the  public,  that  there  is  a  giving  out  somewhere  ; 
iihat  they  cannot  stay,  and  then  the  track  is  clear ;  like  a  man 
who  is  rowing  a  race  and  breaks  down,  he  is  out  of  the  race  ; 
•that  thing  never  happens  with  a  railroad. 

Q.  You  can  beat  them  into  bankruptcy  ?  A.  I  don't  know 
.-as  you  could  do  that,  and,  if  you  did,  it  is  well  known  that  a 
road  in  bankruptcy  is  just  so  much  stronger j  than  one  that  is 
not. 

Q.  It  is  stronger  for  competition  ?  A.  Oh,  fyes,  [decidedly 
•stronger. 

Q.  That  is  what  I  have  always  insisted  on,  and  Mr.  Depew 
has  said  that  I  was  wrong ;  it  is  stronger  because  it  is  relieved 
from  the  obligation,  for  the  time  being,  of  paying  interest  upon 
its  bonds  and  dividends  upon  its  stock?     A.  Yes,  sir." 

And  Mr.  Vanderbilt,  on  pp.  1256  and  1257,  says  : 

"  Q.  You  also  state  in  this  letter  (June,  1878)  that  bankrupt 
lines  tend  to  drag  others  down  ;  will  you  explain  to  the  Com- 
mittee what  you  mean  by  that  ?  A.  I  mean  that  a  bankrupt 
load  has  no  object — has  no  interest  to  pay,  and  their  expenses 
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-are  very  much  less  than  a  road  that  is  paying  its  regular  in- 
terest and  dividends ;  consequently  they  work  for  just  what 
they  can  get. 

Q.  They  '  run  wild,'  to  use  Mr.  Depew's  phrase,  that  he 
taught  me  some  few  years  ago ;  they  run  for  operating  ex- 
penses only  ?     A.  They  may  do  so. 

Q.  And  that  is  the  reason,  possibly,  isn't  it,  why  the  Grand 
Trunk  line  can  compete  so  successfully  with  the  solvent  cor- 
porations that  run  out  of  Boston  westward  ?  A.  It  does  not 
compete  successfully. 

Q.  Don't  they  make  rates  lower,  and  haven't  they  made  rates 
lower  thau  the  New  York  Central  aud  Boston  &  Albany  Roads  ? 
A.  They  have,  but  they  don't  pay ;  they  don't  do  it  successfully, 
therefore. 

Q.  I  mean  they  succeed  in  carrying  goods  at  lower  rates  ;  I 
speak  of  competing  successfully  in  the  sense  of  getting  traffic 
and  carrying  at  lower  rates  to  western  points  than  the  solvent 
roads  ?     A.  Yes. 

Q.  In  that  sense  I  am  right?     A.  Yes. 

Q.  And  that  you  attribute  to  the  fact  that  they  are  insol- 
vent ?  A.  I  attribute  it  to  that  fact ;  that  they  have  nothing  to 
meet,  no  interest  to  pay,  no  dividends. 

Q.  And  that  therefore  they  are  practically  in  the  same  po- 
sition as  though  the  State  had  built  the  road  and  had  given  it 
to  them  to  operate  for  nothing  on  the  condition  of  paying 
operating  expenses ;  is  not  that  it?  A.  That  is  your  version 
of  it ;  it  may  be  so  ;  I  can't  tell  their  object. 

Q.  But  are  they  not  practically  placed  in  the  position  as 
though  the  road  had  cost  nothing  to  build,  and  they  had  it 
•surrendered  to  them  at  a  nominal  rent  on  condition  of  paying 
the  operating  expenses?     A.  Very  well." 

Now,  gentlemen,  when  I  made  my  opening  remarks  before  this 
■Committee  at  Municipal  Hall  by  a  statement  of  what,  on  be- 
half of  the  Chamber  of  Commerce  and  Board  of  Trade  and 
Transportation,  I  expected  to  prove,  I  suffered  from  consider- 
able embarrassment,  to  which  it  is  proper  now  to  refer. 

This  embarrassment  was  not  due  to  any  misgivings,  either  as 
to  the  strength  of  the  cause  that  I  represented  or  as  to  appre- 
hensions on  my  part  that  the  evidence  would  fall  short  of  the 
charges  contained  in  the  memorials  of.  the  Chamber  of  Com- 
merce and  Board  of  Trade  to  your  Committee  and  to  the  Legis- 
lature, but  because  I  knew  full  well  that  all  that  ingenuity 
«ould  do  had  been  done  to  prejudice  in  advance  the  minds  of 
the  members  of  this  Committee  against  the  cause  that  I  repre- 
sented and  against  myself. 

For  five  consecutive  years  prior  to  the  meeting  of  the  Com- 
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mittee  I  had  incurred  the  rancorous  opposition  of  the  railway- 
interests  of  the  State,  by  insisting,  before  Legislative- 
committees  acting  in  behalf  of  the  commercial  interests  of 
our  State,  upon  the  necessity  of  a  revision  of  our  railway  legis- 
lation, because  the  theory  upon  which  it  was  based  had  proved 
to  be  unsound. 

A  Railway  Commissioners'  bill  had  been  drafted  by  me  and 
presented  to  several  successive  legislative  bodies,  only  to  be 
smothered  in  their  committees,  and  at  the  end  of  the  session 
to  receive  my  labor  for  my  pains,  plus  considerable  criticism 
as  a  wild  doctrinaire,  who  imagined  that  he  could,  out  of  his- 
inner  consciousness  or  studies  from  books,  learn  how  to  man- 
age railways  better  than  those  who  were  brought  up  in  the- 
smoke  of  a  locomotive. 

When  I  insisted  upon  the  appointment  of  a  proper  railroad 
commission  under  a  law  which  the  experience  of  other  nations 
and  another  State  had  proved  to  be  in  its  main  features  a  use- 
ful one,  I  was  met  by  the  argument  of  Mr.  Depew,  the  repre- 
sentative of  the  New  York  Central  &  Hudson  River  Railroad 
Company,  that  twenty-two  years  ago  a  commission  for  the 
regulation  of  railways,  with  powers  amply  sufficient  to  accom- 
plish all  the  objects  sought  by  the  gentlemen  who  proposed 
the  bill,  was  created  by  the  Legislature  of  this  State.   He  said : 

"  That  after  it  had  been  in  existence  for  a  year,  the  act  was 
repealed  and  the  board  abolished  because  the  scandals  con- 
nected with  it  were  such  that  the  State  could  not  afford  their 
existence,  and  the  utter  uselessness  of  the  body  was  such  that 
the  Legislature  chose  to  take  the  power  back  into  its  own 
hands." 

The  story  told  upon  the  stand  in  this  investigation  by  Gen- 
eral Diven  shows  that  the  railway  companies  procured  the  re- 
peal of  the  law  authorizing  the  appointment  of  the  commis- 
sion by  connivance  with  the  leading  Commissioner  to  consent 
to  make  no  opposition  to  such  proposed  repeal,  in  considera- 
tion of  a  payment  to  him  of  $25,000,  the  whole  amount  of 
his  salary  for  five  years. 

If  the  commission  had  been  a  useless  one,  inadequate  as- 
was  the  law  which  appointed  it,  the  railway  companies  would 
not  have  parted  with  their  money  to  get  rid  of  it.  If  the 
commission  had  been  a  corrupt  one  the  State  would  have 
abolished  it  without  subjecting  the  railway  company  to  any 
expense  for  so  doing. 


In  any  event  General  Diven's  statement  of  the  exact  facts 
In  relation  to  this  commission  disposes  entirely  of  the  story 
we  have  heretofore  so  often  heard  that  a  commission  in  this 
State  has  been  tried  and  found  wanting.  It  has  never  been 
honestly  tried. 

Yet,  during  these  five  years,  that  I  have  appeared  be- 
fore the  Legislature  I  have  noticed  a  gradual  change,  not 
only  in  public  sentiment,  but  also  a  changed  course,  if  not 
a  reversal  of  railway  methods  theretofore  employed,  which 
now  brings  us  to  the  conclusion  that  if  the  conduct  of  railroads 
to-day  in  the  administration  of  the  trunk  lines  is  correct 
their  managers  five  years  ago  were  wholly  at  fault,  and 
those  hardVheaded  practical  men  who  do  not  trouble  them- 
selves muchYwith  theories  or  doctrines,  but  who  are  taught  by 
■the  logic  of  events,  have  by  their  conduct  in  turn  taught  us 
that  the  competitive  theory  on  which  our  legislation  of  free 
-and  competing  railroads  proceeded  was  destructive  of  them- 
selves as  well  as  of  the  community  which  called  them  into 
being. 

And  here,  let  me  draw  your  attention  more  closely  to  the 
altered  condition  and  attitude  of  the  railway  interest  itself 
towards  this  investigation,  which  we  have  now  brought  to  a 
-close. 

You  were  told  at  the  outset  that  there  was  no  occasion  for 
any  inquiry ;  that  the  interest  of  the  railways  themselves 
would  compel  them  to  serve  the  public  best,  and  that  what- 
ever mistakes  were  made  would  be  rectified  soon  enough  by 
the  conviction  of  such  mistakes  being  brought  home  to  the 
railway  managers  in  lessened  dividends ;  and  that  no  com- 
munity could  for  long  suffer  at  the  hands  of  the  railway 
interest  without  its  reacting  upon  the  railway,  and  that  such 
reaction  would  necessarily  bring  about  its  own  remedy.  In- 
deed, you  were  told  that  there  were  no  abuses  to  rectify,  and 
-that  the  charges  were  the  result  of  the  personal  interest  of  a 
member  of  a  single  firm  of  merchants  and  the  heated  imagina- 
tion and  theoretical  tendencies  of  the  lawyer  who  now  ad- 
dresses you. 

Over  their  own  signatures,  the  Presidents  of  the  leading 
railway  corporations  of  this  State  had  the  hardihood  to  deny 
that  special  rates  were  given  over  their  lines  of  railway ;  to 
deny  that  preferences  were  shown  without  regard  to  the  ques- 


tion  of  wholesale  or  retail  shipments ;  they  claimed  that  citi- 
zens of  this  State  were  served  as  well  and  as  cheaply  as  the 
through  traffic,  and  that  if  there  was  decay  in  our  industries 
and  decay  in  our  agricultural  interests,  such  decay  was  due 
to  causes  over  which  neither  the  people  of  this  State  nor  the 
railways  that  ran  therein  had  any  control. 

When  we  stated  that  the  reports  annually  submitted  to  the' 
State  Engineer  were  valueless,  we  were  deliberately  told  that 
all  that  was  worth  knowing  on  the  part  of  the  public  was  there- 
in communicated,  and,  in  answer  to  our  position,  that  neither 
the  stock  capital,  nor  the  construction  account  of  a  railway,  as- 
reported  to  such  officer,  at  all  represented  the  true  value  of  the 
roads,  or  the  true  condition  of  their  affairs,  these  rail- 
way Presidents  declared  over  their  signatures  that  their 
stock  and  bonded  indebtedness  represented  the  actual  cost  of 
their  railways,  and  that  there  was  no  attempt  to  evade  the 
limitation  of  ten  per  cent,  as  to  profits,  nor  indeed  was  there 
anything  misleading  in  the  annual  reports  which  tbey  submit- 
ted. Not  content  with  these  denials  of  charges  the  truth  of  which, 
under  examination,  they  were  instantly  compelled  to  admit,  these 
Presidents  undertook  to  read  quite  a  homily  (in  that  curious- 
literary  production  called  the  "Joint  Letter")  to  the  gen- 
tlemen whom  I  represent,  upon  the  indecorousness  and 
impropriety  of  making  "wild  charges"  on  mere  hearsay, 
intimating  that  when  those  charges  would  be  submitted  to  the 
scrutiny  of  a  trial,throngh  the  forms  of  a  Legislative  investiga- 
tion, the  Chamber  of  Commerce  and  the  Board  of  Trade  and 
Transportation  would  be  covered  with  confusion  and  shame  for 
having  made  wild  and  unfounded  aspersions  affecting  character 
against  the  gentlemen  who  are  now,  and  have  been  in  the  re- 
cent past,  managers  and  directors  of  our  trunk  lines. 

What,  after  six  months  of  enquiry,  has  been  the  result?  I 
venture  to  say  that  with  all  the  consciousness  of  vast  wealth 
and  the  influence  and  the  assurance  that  flows  therefrom,  if 
this  "joint  letter,"  were  again  to  be  written,  it  would  adopt  a 
very  different  tone.  Nothing  short  of  fatuity  or  an  absolute  and 
blind  reliance  upon  this  committee's  not  doing  its  duty  ever 
could  have  induced  men,  situated  as  Messrs.  Jewett  and 
Vanderbilt  then  were,  to  jsign  that  document. 
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Discriminations  against  Citizens  of  New  Yoek    State  oh 
Through  Traffic. 

I  shall  now,  in  the  order  in  which  the  charges  were  made-,, 
take  up  this  evidence  and  present  it  before  you  in  concrete- 
shape,  so  that  we  may  see  how  and  in  what  manner  they  have 
been  supported. 

"  First.  That  railroads  are  in  the  habit  of  carrying  freight, 
for  the  citizens  of  other  States,  and  also  for  citizens  of  foreign-, 
countries,  at  lower  rates  than  for  citizens  of  the  State  of  New- 
York." 

You  have  before  you  the  evidence  that  the  rates  from  Chi- 
cago to  New  York,  a  distance  of  960  miles,  were  15  cents  a. 
hundred  during  a  considerable  part  of  the  year  1878  ;  at  times;, 
going  down  to  as  low  as  10  cents  a  hundred ;  and  that  at  no  time- 
was  the  rate  below  12  ceiits  a  hundred  as  an  open  rate  on  even, 
grain  and  flour  from  Buffalo,  and  at  no  time  below  18  cents  a 
hundred  on  other  fourth- class  freight  from  Buffalo  to  New 
York  City,  a  distance  of  440  miles. 

Therefore,  taking  the  extreme  western  point  of  our  State, 
the  absolute  rates  from  Chicago  on  eastbound  traffic  were 
lower  than  the  lowest  rates  from  our  own  westernmost  city,  and 
the  farmer  in  the  neighborhood  of  Chicago  had  the  advantages, 
of  a  European  market  at  a  lower  rate,  through  the  instru- 
mentality of  the  railways  of  our  own  State,  than  the  New 
York  farmer  in  the  neighborhood  of  Buffalo.  The  miller  in 
the  neighborhood  of  Chicago  could  send  his  flour  to  New 
York  and  sell  it  at  a  profit,  wheD,  during  the  winter  months,, 
and,  indeed,  as  the  evidence  shows,  during  the  summer  months, 
too,  (for  the  canal  boat  is  illy  adapted  for  the  carriage  of  flour),, 
our  own  western  millers  could  not  compete,  proximity  notwith- 
standing, with  the  miller  of  Minneapolis,  of  Milwaukee  and  of; 
Chicago. 

That  this  is  not  a  sentimental  grievance  we  have  personally- 
witnessed.  Mill  after  mill  we  with  our  own  eyes  saw  dismantled! 
and  abandoned.  Ruin  meeting  us,  instead  of  the  hum  of  in- 
dustry, on  the  shores  of  the  Genesee  and  of  the  Niagara  rivers. 
I  need  not  here  repeat  the  testimony  we  took  at  Rochester  and 
at  Buffalo.  It  conclusively  proved  this  point  by  a  cloud  of  re- 
spectable witnesses  who  were  likewise  uncontradicted  both  as  to 
the  advantages  of  those  points  for  milling  and  pork  packing 
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purposes  over  other  places,  and  the  total  destruction  of  such 
advantages  by  the  railways  of  our  own  State, 

The  excuse  that  is  urged  by  the  railways  is  that  they  could 
not  help  it — that  by  a  necessity  of  their  existence  they  are 
compelled  to  meet  competition  with  competition,  and  that  they 
must  carry  regardless  of  the  rate  to  local  points  from  Western 
railway  centres,  is  the  excuse  of  the  wolf  when  he  kills  your 
sheep.  It  is  the  nature  of  the  wolf  that  makes  him  feed  on 
sheep  ;  it  is  the  law  of  his  being,  and  yet  the  farmer  does  not 
for  that  reason  hesitate  in  the  protection  of  his  flock  to  shoot 
him.  It  is  the  duty  of  the  State  to  protect  its  citizens  from 
harm,  and  if  a  charter  that  it  has  granted  from  motives  of  gen- 
eral public  utility  is  used  by  the  grantees  as  an  instrument  of 
aggression  and  ruin,  the  general  usefulness  of  the  highway 
the  State  authorized  to  be  built  cannot  be  used  as  an 
argument  why  it  should  be  permitted  to  use  such  highway 
for  a  specially  destructive  purpose  to  the  citizens  who 
have  created  it.  The  first  necessity  of  the  State  is  to  protect 
its  own,  and  when  it  ceases  to  perform  that  duty  the 
primary  function  of  government  has  been  surrendered  by 
it ;  and  therefore,  whether  stockholding  interests  the  neces- 
sity for  dividends,  the  desire  for  through,  traffic  or  what 
not  is  urged  in  mitigation  of  the  offense,  it  must  be  re- 
garded as  the  plea  of  the  wolf,  and  its  worrying  must  cease, 
and  the  State  must  find,  for  the  relief  of  its  citizens,  a  differr 
ent  alternative  than  railway  Presidents  propose  to  afford  them 
when  they  respectively  say,  "  the  farmer  must  adapt  his  farm 
to  other  purposes,  raise  something  here  that  is  not  in  compe- 
tition with  western  produce,"  i.  e.,  raise  fruit  which  takes  six 
years  after  planting  to  produce  a  crop  (see  Vanderbilt's  testi- 
mony, page  1308),  or  when  Mr.  Dickson,  the  President  of  the 
Delaware  &  Hudson  Canal  Co.,  says,  "  that  the  farmer  will 
have  to  accept  the  inevitable,  it  is  sure  to  come ;  they  can't 
compete ;  the  best  thing  for  him  to  do  is  to  go  West ;  he 
can  live  cheaper  there,  and  we  can  fill  up  here  with  something 
else."  '  ' 

Both  Mr.  Depew  and  Judge  Shipman  dwell  with  satisfac- 
tion upon  the  vast  benefits  which  have  accrued  to  society,  and 
particularly  to  the  United  States,  from  the  railway  system. 
To  all  of  which  I  say  amen,  but  it  is  absolutely  nothing  to  the 
purpose,  and,  for  the  practical  discussion  in  hand,  the  merest 
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fanfarnade.  Do  those  gentlemen  really  think  that  it  is  an  an- 
swer to  a  Rochester  miller  who  is  ruined  by  the  discrimination 
in  favor  of  millers  in  other  States  and  against  him,  or  to  the 
Syracuse  grocer,  who  is  ruined  by  Crouse's  rate,  when  he  in- 
vokes the  power  of  the  State  to  protect  him  from  being  driven 
by  such  discrimination  into  insolvency,  to  say,  that  the  appli- 
cation of  steam  to  wagon  propulsion  on  railways  has  greatly 
added  to  the  general  wealth  of  the  country  ? 

Why,  gentlemen,  civilization  is  protected  by  gunpowder 
from  being  once  again  captured  and  subverted  by  barbarism. 
What  would  you  think  of  the  validity  of  the  argument  in  favor 
of  a  particular  ruffian  who  shot  down  a  valuable  citizen,  if  his 
counsel  were  to  urge  in  extenuation  of  his  crime,  that  but  for 
gunpowder  the  Tartar  hordes  of  Western  Asia  might  capture  the 
vast  stores  of  wealth  in  Europe  which  the  arts  of  peace  had  for 
centuries  accumulated,  and  that,  therefore,  the  slight  abuse  or 
misdirection  of  so  small  a  quantity  as  is  necessary  to  load 
a  pistol  should  be  pardoned  in  consideration  of  the  vast  bene- 
fits conferred  by  the  whole  store  of  gunpowder  in  possession 
of  mankind  ? 

Let  us,  in  this  connection,  examine  a  little  more  closely  in- 
to the  validity  of  this  plea  of  necessity.  Our  railway  mag- 
nates have  under  examination  denied,  o?er  and  over  again, 
that  they  could  not  tell  the  exact  cost  of  transportation. 
Some  few  ventured  upon  a  conjecture,  that  a  15  cent  rate 
from  Chicago  did  not  pay  the  New  York  carrier  on  its  pro  rata 
share  of  15  cents  a  hundred  for  the  mere  expense  of  the  haul ; 
yet  that  is  all  they  obtained  for  a  considerable  part  of  1878. 
Therefore,  as  interest  was  paid  upon  bonds  and  dividends 
upon  stock,  the  moneys  necessary  to  such  ends  were  wrested 
from  the  New  York  citizen  by  the  tariff  on  the  local  traffic 
where  the  carriers  fixed  such  rates  as  they  pleased ;  rates 
where  it  could  make,  in  the  absence  of  legal  limitation, 
to  use  the  railway  parlance,  "  arbitrary  rates,"  instead  of  com- 
petitive ones. 

Our  railways  were,  therefore,  placed  in  a  position,  through 
the  freedom  of  action,  to  make  their  own  rates,  by  which  they 
were  enabled  to  make  up  the  losses  on  a  competitive  business 
■which  was  admittedly  done  without  profit  by  an  arbitrary  and 
oppressive  system  of  taxation  upon  our  own  citizens,  which 
must,  if  permitted  to  continue  long  enough,  result  in  the  de- 
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struction  of  our  manufacturing  industry  and  the  decay  of  our 
agricultural  interests. 

In  this  connection  let  me  call  the  Committee's  attention  to- 
the  Schoelkopf  &  Mathews'  contract  with  the  N.  Y.  C.  &  H, 
R.  R.,  in  which  it  is  provided : 

"  And  further,  that  said  first  party  shall  and  will  at  all  times 
give,  grant  and  allow  to  said  second  parties  as  low  rate  of 
transportation  on  all  property  shipped  by  them  from  their 
said  mills  at  Niagara  Falls,  and  as  favorable  facilities  and 
accotnmodation  in  all  respects  as  are  afforded  by  the  party  of 
the  first  part  to  the  millers  of  Buffalo  and  Black  Rock.  And  also 
that  the  said  party  of  the  first  part  will  transport  for  said 
second  party  all  of  their  eastbound  New  York  freight  at  and 
for  the  price  or  rate  of  forty-seven  per  cent,  of  the  current  all 
rail  through  rates,  via  the  route  of  party  of  the  first  part, 
from  Chicago  to  New  York,  at  the  times  of  shipment,  adding' 
thereto  three  cents  per  barrel  for  flour  and  one  and  one-half 
cents  per  hundred  pounds  for  mill  feed  or  grain,  as  a  terminal 
charge,  to  provide  for  the  incidental  expenses  attending  local 
transportation." 

All  that  the  Chamber  of  Commerce,  all  that  reasonable  peo- 
ple in  the  State  of  New  York  want  is  to  make  the  Schoelkopf 
&  Mathews'  contract  with  the  New  York  Central  Railroad, 
the  law-imposed  contract  by  all  our  railways  with  ail  the 
people  of  this  State.  If  it  was  just,  in  that  case  to  protect  that 
one  miller  against  the  effects  of  the  through  rate,  .then  it  is 
clearly  just  that  that  beneficent  principle  should  be  extended 
to  the  whole  of  the  people  of  the  State  of  New  York. 

Railway  charges  in  that  respect  are  absolutely  analogous  to 
taxation.  There  is  but  a  very  small  percentage  of  all  that  is  con- 
sumed even  upon  our  own  farms  into  which  the  element  of 
railway  transportation  does  not  enter,  and  the  sum  total  paid 
to  our  railways  through  one  channel  or  another  by  our  own  far- 
mer, however  limited  his  holding,  is  largely  in  excess  of  all  his 
taxation,  local,  State  and  national.  The  absolute  freedom  of 
the  railway  to  make  its  own  freight  charges,  and  so  recoup  itself 
for  losses  wherever  and  whenever  incurred,  and  whenever  it 
likes,  is  to  place  our  farmers,  our  manufacturers  and  our 
merchants  at  the  mercy  of  a  power  compared  with  which  that 
lodged  in  the  hands  of  the  Farmers  General  ot  France  was 
moderate  indeed. 

I  stated  at  the  outset  that  the  theory  upon  which  we  based 


our  railway  legislation  has  proved  to  be  unsound.    I  shall  now 
submit  to  you  the  evidence  showing  how  very  unsound  it  is. 

We  started  with  the  conception  that  competition  would,  in 
railway  matters,  regulate,  as  it  does  in  almost  all  other  occupa- 
tions, the  price-  of  the  service,  and  regulate  it  beneficially. 

It  has  for  long  been  a  doctrine,  and  in  the  main  a 
sound  one,  of  political  economists  that  competition  is  a  bet- 
ter regulator  than  the  ingenuity  of  man ;  competition,  in  this 
sense,  means  free  competition  between  sellers  and  buyers — 
freedom  on  both  sides,  freedom  to  buy  as  well  as  freedom  to 
sell.  The  moment  these  conditions  are  changed,  the  natural 
law  no  longer  applies. 

Take  the  case  of  the  slave  and  slave  owners.  There  was 
competition  between  slave  owners  for  the  labor  of  the  slaves,, 
but  it  was  a  competition  that  inured  not  to  the  benefit  of  the 
slave,  because  there  was  no  competition  between  the  slaves  as 
to  the  choice  of  owners. 

The  law  of  competition,  to  be  operative,  involves  necessa- 
rily and  in  terms  absolute  freedom,  and  whenever  that  is  either 
by  arbitrary  law  or  by  circumstances  denied,  competition  does 
not  prevail,  and  a  system  or  polity  based  upon  a  supposed 
condition  of  competition  which  does  not  prevail,  works  con- 
stant and  perpetual  injustice. 

Let  me  give  you  an  illustration  of  my  meaning :  A  man 
desires  a  pair  of  boots,  a  coat,  or  a  hat ;  he  is  free  to  buy  it, 
in  a  great  community  like  New  York,  at  a  thousand  different 
points,  and  while  the  number  of  boots,  hats,  or  coats  that  are 
offered  in  a  community  generally  represent,  as  a  whole,  the 
amount  of  the  demand  either  present  or  in  the  immediate 
future,  yet  in  each  particular  instance  the  person  feeling  the 
desire  for  the  service  has  a  million  more  hats,  boots  or  coats 
offered  him  than  he  individually  wants ;  he  is,  therefore,  at 
least  as  free  to  choose  in  the  open  market  as  the  buyer  is  to 
sell  in  the  open  market. 

The  purveyors  of  the  supply  in  the  case  of  articles  produced 
in  indefinite  quantities  are  so  scattered  and  operate  under 
such  dfferent  conditions  that  they  cannot  combine ;  they  must 
compete.  Hence  excessive  charges  and  ruinous  demands  by 
tradesmen  in  staple  articles  are  followed  by  bankruptcy  ou 
the  part  of  the  fools  who  insist  upon  them.     How  different  is. 
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the  situation  in  the  case  of  a  great  railway  with  fixed  termini 
and  a  monopoly  control  of  more  or  less  intermediate  territory  ? 

I  want  a  train  from  New  York  to  Utica.  I  have  not  a  mil- 
lion trains  offering  me  to  convey  me  there.  There  is  but  one ; 
jaud  at  the  time  when  I  want  it  I  am  limited  to  but  a  single  in- 
strumentality to  gratify  my  demand,  and  although  the  number 
of  trains  and  the  facilities  for  reaching  that  point  are  adequate 
■compared  with  the  demand,  yet  at  every  given  period  of  time 
there  is  but  one  seller  of  that  service  and  numerous  buyers. 

I  desire  to  ship  goods  to  some  local  point  and  I  am  in  the 
same  position.  And  the  problem  is  not  altered  in  its  condition 
even  as  to  competitive  points,  because  while  there  are  three  or 
iour  sellers  there  are  again  numerous  buyers  of  the  service  to 
these  competitive  points,  and  the  sellers  are  not  so  diverse 
in  interest  nor  so  numerous,  but  that  the  law  of  combina- 
tion instead  of  the  law  of  competition  becomes  the  govern- 
ing element  iq  that  case,  and  even  what  are  called  competitive 
points  in  railway  parlance  are,  or  soon-  come  to  be,  combina- 
tion or  pool  points  in  one  form  or  another. 

They  soon  become  combination  points  because  the  interest 
•of  the  seller  is  to  combine  as  against  the  buyer,  and  combina- 
tion is  only  prevented  and  can  only  be  prevented  by  impossi- 
bility to  combine,  because  even  in  the  trades,  when  confined 
to  but  few,  combination  and  not  competition  is  the  tendency 
and  to  a  large  degree  the  rule  of  the  trade. 

The  theory,  therefore,  upon  which  our  railway  legislation 
has  proceeded  since  the  adoption  of  the  Constitution  of  1848  is 
unsound.  Its  practice  has  cost  us  untold  millions  of  dollars ;  has 
diverted  and  changed  the  character  of  our  industries ;  and 
that  our  State  has  not  been  depopulated  to  a  large  degree,  and 
our  industries  quite  destroyed,  is  due  to  a  native  vitality  which 
overcomes  almost  all  waste  arising  from  gross  governmental 
mismanagement,  and  this  one  among  the  number. 

The  railroads  themselves  have  told  us,  through  Mr.  Blanch- 
arcl,  in  whom  they  have  concentrated  their  defence,  that  the  rail- 
way chiefs  would  be  fools  if  they  would  abandon  the  principle 
of  combination  that  have  they  now  adopted,  and  that  it  is 
the  only  one  which  promises  dividends  upon  stock  and 
a,  return  for  the  capital  invested,  and  safety  as  to  the  main- 
tenance of  rates  to  the  people  of  our  State.  And  he  is  quite  right 
therein.      Instead   of  the  Legislature  anticipating  the  facts 
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with  statesmanlike  foresight,  it  was  necessary  that  a  pool  should 
be  made,  agreed  rates  should  be  fixed  by  twenty-six  different 
railways,  a  combination  should  be  entered  into  which  they 
now  say  is  to  last  for  all  time — an  organization  effected  by  the 
great  trunk  lines,  creating  them  practically  and  substan- 
tially one  great  corporation,  and  openly  aud  avowedly  throw- 
ing aside  all  pretence  of  competition.  It  was  necessary  that 
all  this  should  occur  before  our  Legislature  and  our  people 
would  understand  that  the  basis  upon  which  they  had  pro- 
ceeded as  to  the  legislation  to  govern  this  vast  interest  had 
been,  by  the  railways  themselves  and  in  broad  daylight,  re- 
moved, and  that  our  legislation  was  hung  up  in  mid-air. 

We  are,  therefore,  brought  face  to  face  with  a  condition  of 
facts  which  has  completely  altered  the  relation  of  the  New 
York  public  towards  the  railway,  and  which  makes  all  argu- 
ments based  upon  the  theory  of  competition  seem  child- 
ish prattle,  because  the  competitors  have  combined,  have 
declared  to  our  faces,  here  in  this  room,  that  as  to  through 
traffic  they  mean  to  remain  combined,  and  tell  you  in  answer 
to  the  objection  that  such  combination  is  against  the  policy  of 
the  law,  that  if  competition  is  not  against  the  policy  of  the  law 
in  railways  it  should  be,  as  it  brought  about  and  will  continu- 
ously intensify  all  the  evils  of  which  we  justly  complain,  and  that 
combination  is  not  only  the  law  of  railway  being,  but  will  in 
the  end  produce  beneficial  results  to  the  community  ;  and  in 
that  also  they  are  right.  Only  you,  as  legislators— and  from 
that  position  I,  for  the  moment,  desire  to  regard  the  question — 
must  look  at  the  question  from  a  different  point  of  view  than 
the  railway  interest  choose  to  have  us  regard  it ;  and  to 
this  branch  of  the  subject  I  shall  again  recur  when  we  come 
to  discuss  the  remedies  which  this  combination  of  railways 
makes  necessary. 

dlscbiminations  against  citizens  of   new  toek  state   on 
Local  Teaffic. 

I  now  come  to  the  second  allegation  made  by  the  Chamber 
of  Commerce,  "  That  individual  citizens  in  this  State  are  given 
special  privileges  and  rates  out  of  proportion  to  those  charged 
the  public  in  general." 
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Upon  this  point  the  testimonj'  is  simply  overwhelming. 
'Six  thousand  cases  of  special  contracts  as  to  local  traffic  alone 
are  revealed  by  the  testimony  in  the  case  of  the  New  York 
Central  Railway,  and  these  without  any  pretence  on  their  part 
•of  explanation  or  excuse,  on  the  ground  either  of  regularity  of 
shipments  or  bulk  of  shipments,  but  all  governed  by  the  caprice 
of  a  single  man,  Mr.  Goodman,  who  seems  to  have  had  handed 
•over  to  him  the  community  in  which  he  lives,  and  over  which 
he  has  control,  to  be  dealt  with  as  it  seems  to  him  best,  without 
check  and  without  hindrance. 

It  is  true  that  he  is  under  the  direction  of  Mr.  Rutter,  but 
Mr.  Rutter  has  told  us  that  in  but  rare  cases  is  his  own  su- 
perior authority  invoked,  and  in  still  rarer  cases  is  the  chief  of 
both  Mr.  Rutter  and  Mr.  Goodman  called  upon  to  interfere. 

In  that  connection,  it  is  of  interest  to  cast  a  glance  at  the 
testimony  of  Mr.  Vanderbilt. 

Mr.  "Vanderbilt  was  asked  (p.  1263)  about  the  principle  which 
governs  the  making  of  his  rates  between  Syracuse  and  Utica ; 
he  answered  that  they  changed  very  frequently. 

"Q.  How  frequently?  A.  About  as  frequently  as  a  man 
comes  into  the  office  to  ask  for  it." 

And  he  thereupon  stated,  in  answer  to  the  question  whether 
that  was  the  uniformity  he  was  in  favor  of  : 

"  No  ;  I  am  opposed  to  it ;  I  can't  help  it ;  when  Mr.  Rut- 
ter was  hired  on  onr  road,  we  took  him  from  the  Erie  Com- 
pany ;  we  had  constant  complaints  in  Albany  all  the  time  of 
the  rates;  there  were  hundreds  of  people  there  every  winter 
about  a  pro  rata  bill ;  we  never  had  a  complaint  under  Mr. 
Rutter  ;  he  was  put  there  and  told,  '  Now  you  do  that  business, 
and  you  do  it  to  the  satisfaction  of  all  the  people  throughout 
the  State  ; '  and  he  has  done  it ;  and  we  have  not  had  a  man  in 
Albany  complaining  of  it  since. 

Q.  How  do  you  know  he  has  done  it  to  the  satisfaction  of 
all  ?  A.  Now  and  then,  with  the  magnitude  of  business  that  we 
do,  there  may  be  a  complaint. 

Q.  You  are  determined  in  your  judgment  of  that  matter  en- 
tirely by  the  fact  whether  you  hear  a  complaint  or  do  not  hear 
it  ?  A.  I  am  very  apt  to  hear  it ;  I  get  a  great  many  letters 
on  the  subject ;  I  hand  them  over  to  Mr.  Rutter,  and  he  has  a 
man  to  see  the  party  at  once. 

Q.  So  when  any  individual  complains  he  is  placated?  A. 
He  is  what? 

Q.  He  is  placated  ;  he  is  made  all  right  ?      A.I  don't  know 
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about  that ;  Mr.  Rutter  looks  into  it,  and  he  makes  it  satis- 
factory some  way. 

Q.  And  the  poor  devil  that  don't  complain,  no  attention  is 
paid  to  him  ?  A.  Well,  I  think  that  is  generally  understood 
through  the  State. 

Q.  I  am  asking  you  ?     A.  I  don't  know  what  his  system  is. 

Q.  And  that  is  the  system  on  your  road  ?  A.  He  does  his 
business  satisfactory  to  us. 

Q.  Of  course.  I  have  no  doubt  about  that ;  you  wouldn't  have 
Trim  in  your  employ  if  he  did  not ;  but  the  system  is,  if  any  man 
makes  a  complaint,  the  letter  is  given  to  Mr.  Rutter,  and  that 
man  has  to  be  seen?  A.  I  take  it  for  granted  that  that  is  so  ; 
Mr.  Rutter,  I  suppose,  could  tell  you  all  about  it." 

Here  is  this  great  local  traffic  of  the  State  of  New  York 
•over  a  surface  of  twenty  thousand  square  miles,  tributary  to 
the  New  York  Central  Railway,  handed  over,  to  be  taxed  out 
■of  existence,  or  to  be  fostered  into  life,  to  Mr.  Rutter  and  un- 
der Mr.  Rutter  to  Mr.fGoodmon,  on  no  principle  and  upon  no 
■system,  the  schedule  rate  being  a  mere  sham,  and  a  trap  for 
the  unwary.  Mr.  Barry,  the  great  nurseryman,  of  Rochester, 
says  he  shipped  for  30  years  by  car  loads  without  being  aware 
of  a  special  rate  system.  He  always  paid  the  tariff  rate  on  two 
to  six  thousand  boxes  of  trees  and  shrubs  per  year,  from  fifty 
to  sixty  car  loads  per  season. 

Yet  ninety  per  cent.,  as  Mr.  Goodman  says,  of  the  whole 
business  is,  however,  carried  on  at]  these  special  rates,  done 
tupon  no  principle  than  to  keep  the  people  quiet,  and  differs 
not  in  the  least  from  the  method  adopted  by  an  Eastern  mon- 
arch for  the  government  of  one  of  his  satrapies.  The  Shah 
says:"  I  hear  complaints  from  Lydia.  Go  there,  bring  me 
certain  revenues  to  my  coffers  and  keep  them  quiet.  These 
■claaflors  disturb  my  rest  and  interfere  with  my  pleasures.  I 
desire  repose.  Bring  me  my  revenues  to  my  coffers  from  the 
locality  which  I  thus  hand  over  to  you,  but  let  me  hear  no 
•complaints." 

That  is  the  system,  and  it  results  precisely  as  it  does  in  a 
remote  corner  of  Persia — in  the  despoiling  cf  one  set  of  people, 
in  the  bribing  of  others,  in  the  prosperity  of  the  friends,  in 
the  punishing  of  the  enemies  of  the  satrap  ;  and  the  worst  of 
.all  crimes  is  the  crime  of  complaining  to  the  Shah. 

When  "  with  bended  knee  and  whispered  reverence,"  you 
•come  to  the  satrap  and  let  him  hear  your  cause,  it  is  possible 


for  you  to  get  a  remedy,  but  if  you  have  offended  by  becoming 
too  clamorous, — if  the  word  of  complaint  reaches  headquar- 
ters, so  that  the  monarch's  peace  is  disturbed,  woe  betide  you 
hereafter. 

And  this  system  of  six  thousand  special  rates  within  a 
twelvemonth,  what  is  it  but  a  system  of  bribery  on  the  one 
hand,  cajolery  and  successful  effrontery  on  the  other,  which 
between  them  crush  out  honest,  uncomplaining  toil, — what  is 
it  but  the  building  up  of  monopolies,  the  destruction  of  the 
small  tradesman,  grinding  taxation  for  the  one  and  undue 
profit  to  the  other  ? 

It  is  not  a  remote  comparison  which  I  have  made  ;  but  when 
you  bear  in  mind  that  taxation  and  freight  charges  are  analogous, 
the  system  under  which  the  business  of  this  State  of  New  York 
is  done  by  its  leading  railway  of  a  special  rate  for  the  per- 
sistent and  time-serving  tradesman  and  manufacturer,  the 
schedule  rate  for  the  ignorant  and  well-meaning,  is  the  only 
principle  or  rule  upon  which  this  whole  system  of  special 
rates  was  built  up ;  you  will  agree  that  the  analogy  I  have 
drawn  is  complete. 

Special  Hates. 

I  anticipated  that  part  of  Mr.  Depew's  fine  speech  about 
special  rates.  I  knew  it  would  inevitably  come — that  he  would 
either  deny  that  any  special  rates  had  been  given — the  trifle 
of  six  thousand  special  rates,  proved  to  have  been  made  in  less 
than  twelve  months,  does  not  in  the  least  deter  him  from  say- 
ing that  there  were  none.  Why  indeed  should  he  be  deterred  ? 
Did  not  the  President  of  the  railway  that  he  represents,  on 
page  50  of  these  proceedings,  in  the  "  Joint  Letter,"  say  "  The 
Chamber  of  Commerce  Committee  have  been  informed  that  on 
a  road  of  some  one  thousand  miles  in  length  there  has  been  one 
instance  to  confirm  their  charge  "  (alleging  special  rates),  "  but 
unfortunately  for  the  Committee  this  one  proof  to  their  charge 
is  knocked  from  under  them  by  the  distinct  denial  of  the  man- 
agers of  that  road." 

For  Mr.  Depew  to  admit  that  special  rates  have  been  made 
would  be  to  place  himself  in  direct  contradiction  to  Mr.  Van- 
derbilt's  statement  over  his  own  signature. 

It  is  true  that  there  are  six  thousand  several  denials  of  both 
Mr.  Vanderbilt  and  Mr.  Depew's  statements  upon  the  books  of 
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the  New  York  Central  Railway,  but  that  is  an  incident,  as  all 
the  rest  of  the  testimony  taken  before  this  Committee  seems 
to  be  regarded  by  him,  of  a  trifling  character,  which  does  not 
in  the  least  disturb  Mr.  Depew's  equanimity  or  change  in  the 
slightest  degree  a  single  statement  that  he  was  prepared  to 
make  at  the  outset  of  this  investigation,  before  any  testimony 
had  at  all  been  taken. 

Mr.  Depew,  however,  while  denying,  in  his  argument  that 
there  are  special  rates,  claims  that  whatever  special  rates  have 
been  given  were  made  on  some  fine-spun  theory  of  protection, 
to  transplant  the  jobbing  trade  from  New  York  to  the  interior, 
so  that  the  farmer-grocer  could  do  his  business  with  less  capital 
than  he  might  have  been  compelled  to  use  if  he  was  required 
to  come  to  New  York,  and  "  the  New  York  Central  Eailway 
told  him,  instead  of  using  $10,000  in  your  business  we  tell  you 
you  can  use  but  $2,000  and  you  can  put  your  other  $8,000  upon 
your  farm,  because  we  will  bring  the  goods  to  your  door 
through  the  instrumentality  of  a  Crouse  or  somebody  else 
to  whom  we  give  a  low  special  rate,  to  be  on  our 
behalf  and  on  your  behalf,  a  general  distributor  in  your 
community." 

Very  funny  all  this  in  face  of  the  fact  that  the  man  who  gets 
the  rate  is  pledged  to  secrecy,  and  the  community  was  never 
told  any  such  thing,  nor  did  they  know  the  facts  fully  until 
they  were  extorted  from  unwilling  witnesses  on  the  stand  and 
after  a  fight  for  the  production  of  the  books  of  the  company. 
Hear  Goodman  on  this,  pp.  167-168  : 

"  Q.  Is  there  any  understanding  with  them  as  to  the  secrecy 
of  the  rates  that  have  been  given;  you  have  heard  Mr.  Depew 
say  that  this  was  a  secret  between  the  railway  company  and 
the  shipper  and  consignee;  is  there  any  understanding  as  to 
the  secrecy  to  be  kept  ?  A.  In  many  cases  it  is  understood 
that  the  rates  are  to  be  kept  secret ;  that  they  are  confi- 
dential. 

Q.  Confidential  from  whom?  A.  From  everybody  except 
the  officers  of  our  company. 

Q.  Is  it  understood  with  the  shipper  or  consignee  that  the 
rates  are  to  be  kept  secret  by  him  ?    A.  Not  always. 

Q.  Sometimes  ?     A.  Yes,  sir. 

Q.  What  are  those  cases  in  which  the  understanding  is  with 
the  shipper  or  consignee  that  the  special  rate  that  he  receives 
shall  be  considered  a  secret  between  you  and  him?  A.  A 
49 
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man  may  ship   five   hundred   car  loads   of  freight   over  the 
road 

Q.  I  want  to  know  the  actual  cases ;  when,  and  under  what 
circumstances  you  make  an  arrangement  with  the  shipper,  that 
the  special  rate  that  you  give  him  shall  be  a  secret  between 
him  and  you  ?  A.  When  a  man  ships,  or  agrees  to  ship,  five 
hundred  car  loads  over  the  road,  we  give  him  a  rate  to  cover 
that  shipment — understand  me — extending  over  a  period  of 
time,  it  is  understood  that  he  is  to  keep,  the  rate  to  himself; 
another  man  having  but  twenty  car  loads  gets  a  rate  a  trifle 
higher,  a  little  higher ;  him  we  do  not  bind  to  secrecy  at  all. 
.  Q.  You  bind  always,  therefore,  to  secrecy  the  man  that  gets 
the  lowest  rate ?  A.  Not  particularly  so,  but  we  do  in  some 
cases — not  in  all  cases. 

Q.  Now,  isn't  it  so  ;  what  possible  object  is  there  under  any 
given  circumstances  to  bind  to  secrecy  the  man  that  gets  the 
highest  rate?     A.  To  avoid  annoyance  to  the  company. 

Q.  What  annoyance  do  you  avoid  to  your  company  by 
binding  to  secrecy  the  man  that  gets  the  highest  rate  ?  A.  It 
is  not  the  highest,  but  the  lowest ;  it  is  not  the  highest,  I  stated 
the  lowest. 

Q.  Now,  you  correct  your  testimony?  A.  It  is  not  the 
highest ;  it  is  most   any  rate." 

« 

And  here  let  us  look  at  the  written  clause  in  the  Schoellbopf 
<fe  Matthews "  special  contract  with  the  New  York  Central 
Railroad  : 

"  Provided,  however,  and  this  agreement  is  made  upon  the 
express  understanding  and  consideration,  that  said  second 
party  (Schoellkopf  &  Matthews;  shall  regard  and  treat  this 
agreement  as  confidential,  and  will  use  all  reasonable  precau- 
tion to  keep  the  same  secret "  (page  2126  of  testimony). 

You  may,  however,  look  in  vain  through  this  testimony,  in 
so  far  as  the  officials  of  the  New  York  railroads  are  con- 
cerned who  have  the  power  to  and  do  make  these  special 
rates,  for  one  particle  of  testimony  to  support  any  theory 
whatever  of  any  kind  upon  which  these  special  rates  have  been 
made. 

I  anticipated  that  some  fine-spun  theory  would  be  evolved 
by  Mr.'  Depew.  Therefore  I  wanted  to  know,  during  some 
part  of  this  examination,  whether  Mr.  Depew  was  ever  con- 
sulted in  relation  to  the  making  of  the  rates,  and  I  put  the 
question  distinctly  to  Mr.  Clark,  New  York  Central's  freight 
agent  at  Saratoga,  on  page  1329  : 
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"  Q.  By  tlie  bye,  who  else  lias  anything  to  do  with  the  fixing 
of  rates  in  your  office?     A.  What  rates  have  you  reference  to? 

Q.  The  local  rates  ?  A.  In  the  absence  of  Mr.  Goodman 
his  assistant  has  occasionally  made  rate.*. 

Q.  Is  he  frequently  absent?    A.  Mr.  Goodman;  yes. 

Q.  Is  Mr.  Depew  ever  consulted  about].the  fixing  of  rates  ? 
A.  Not  to  my  knowledge. 

Q.  He  accounts  for  them  after  they  are  fixed,  I  suppose  ? 
A.  Tou  say  so  ;  I  have  no  knowledge  of  it." 

Mr.  Vanderbilt,  on  the  other  hand,  says  that  he  hasn't  any 
theory  about  these  special  rates.  In  his  bluff  way,  his  answer 
is  substantially  this  :  "  I  haven't  any  principle  about  it,  except 
to  keep  my  province  quiet ;  and  Mr.  Butter  gives  the  special 
rates  under  these  general  instructions." 

Much  as  I  dislike  to  quote  testimony  when  there  is  such  a 
mass  of  it  as  we  have  here  to  deal  with,  I  cannot  refrain  from 
following  this  question  of  special  rates  to  the  bottom. 

Mr.  Vanderbilt,  in  his  testimony  on  page  1268,  says  : 

"  Q.  Were  you  consulted,  or  are  you  consulted,  when  a  spe- 
cial rate  is  made?     A.  No. 

Q.  Will  you  tell  this  Committee  what  your  instructions  are  ? 
A.  My  instructions  are  to  do  the  business,  get  our  share  of  it 
as  against  all  competitors,  and  do  the  business  at  the  same 
price  that  they  do. 

Q.  Is  that  the  whole  of  your  instruction  to  your  subordinates 
as  to  the  management  of  the  special  rate  business  ?  A.  Lat- 
teriy,  yes;  for  the  last  two  or  three  years  I  have  left  that  mat- 
ter entirely  with  Mr.  Eutter. 

Q.  What  were  your  instructions  as  to  special  rates — differ- 
ing from  schedule  rates— to  Mr.  Butter,  or  anyone  under  yon, 
since  you  have  been  President  of  that  railroad?  A.  When  we 
employed  Mr.  Eutter 

Q.  Now,  when  was  that — because  we  don't  know  that  ?  A. 
About  1870,  I  think. 

Mr.  Depew— About  seven  years  ago,  I  think. 

The  Witness— 1872  ;  we  had  a  great  many  complaints  from 
all  parts  of  the  State,  and  we  employed  Mr.  Eutter  and  told 
him  to  go  there  and  do  the  business,  so  that  it  would  be  satis- 
factory to  the  people  and  meet  the  competition  with  different 
points"  in  the  State ;  our  road  was  getting  in  the  condition  that 
every  point  became  a  common  point ;  we  were  crossed  by 
many  different  roads,  and  so  on,  and  our  business  had  to  be 
conducted  in  a  different  manner ;  and  he  has  made  arrangements 
with  the  people  living  along  the  line  of  the  road  that  were 
satisfactory  to  them ;  and  the  complaints,  after  Mr.  Eutter  had 
been  there  a  year,  entirely  ceased. 
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Q.  Was  that  all  that  you  said  in  relation  to  these  special 
rates;  this  Committee  would  like  to  know  precisely  the  na- 
ture of  your  instructions?  A.  It  was  a  general  order  to  Mr. 
Rutter. 

Q.  That  was  your  general  direction  to  Mr.  Rutter  ?  A.  A 
general  direction  to  him,  on  the  local  business  of  the  road. 

Q.  And  there  was  not  any  other  theory  or  notion  in  your 
mind  than  the  one  that  you  have  now  stated,  or  no  other 
theory  or  notion  communicated  to  Mr.  Rutter  than  that  which 
you  now  state,  as  the  reason  or  basis  for  these  special  rates  ? 
A.  I  had  several  talks  with  Mr.  Rutter  ;  I  can't  undertake  to 
tell  you  all  about  it ;  I  don't  know  myself  now  ;  I  was  attend- 
ing more  particularly  before  that  time  to  the  details  of  the  road 
myself. 

Q.  In  attending  to  the  details  of  the  road  yourself,  before 
Mr.  Rutter  came  to  be  your  Traffic  Manager,  did  you  make 
special  rates  ?     A.  No,  we  had  not  made  much. 

Q.  Not  much  ?    A.  No. 

Q.  Upon  what  theory  did  you  make  them  when  you  made 
them  ?  A.  A  large  shipper  would  want  a  rate,  and  we  would 
be  the  judges,  and  he  would  get  it  or  not,  according  to  circum- 
stances. 

Q.  As  you  felt  like  it ;  and  that  is  about  the  way  that  it 
continued,  wasn't  it?  A.  No;  we  found  that  there  was  a 
growing  complaint ;  people  v;ere  going  to  Albany,  one  or  two 
hundred  every  year,  complaining  about  it;  Mr.  Drullard  had 
been  the  General  Freight  Manager  ;  Mr.  Rutter  was  up 
there  ;  he  appeared  before  a  committee,  on  behalf  of  the 
Erie  Railway  Company,  at  Albany  (my  father  was  with  me  at 
Albany),  and  I  was  impressed  with  his  manner  and  his  testi- 
mony, and  so  on ;  in  going  down,  I  told  him,  '  I  think  there  is 
a  young  man  we  ought  to  have ;'  and  he  said,  '  Well,  if  you 
want  him,  get  him ;'  and  I  found  that  the  Erie  Railroad,  when 
Mr.  Blanchard  (Mr.  Benjamin  Blanchard,  not  the  present  Mr. 
Blanchard),  was  the  General  Freight  Agent,  was  ready  to  part 
with  Mr.  Rutter ;  and  we  hired  him  and  put  him  in  charge  of 
that  business. 

Q.  Have  you  ever  had  any  conversation  with  Mr.  Goodman 
upon  the  subject  of  special  rates  ?  A.  Mr.  Goodman  receives 
his  orders  from  Mr.  Rutter  generally ;  I  have  had  conversa- 
tion with  Mr.  Goodman,  complaining  to  Mr.  Goodman  of  the 
rates. 

Q.  What  instructions,  if  any  (or  any  conversation  that  you 
had  with  Mr.  Goodman,  that  he  could  translate  into  instruc- 
tions), had  you  with  Mr.  Goodman  in  relation  to  the  special 
rates  made  in  the  State  of  New  York  ?  A.  I  would  send  to 
Mr-  Goodman  to  come  to  my  office,  and  he  would  come;  and 
I  would  complain  to  him  that  the  business  seemed  to  be, 
principally,  about  all  of  it,  done  on  special  rates;  that  the 
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drawbacks  were  immense,  and  that  the  business  of  the  com- 
pany suffered  from  it ;  and  he  would  go  into  the  matter  and 
call  my  attention  to  different  things,  and  satisfy  me  that  it 
had  to  be  done  in  that  way  to  meet  the  competition ;  there 
never  has  been  any  change  ;  I  always  acceded  to  what  he  said 
about  it,  because  he  satisfied  me — convinced  my  judgment-r- 
that  he  was  correct." 

We  have  these  general  directions  from  the  chief  of  the  rail- 
way to  Mr.  Eutter.  Mr.  Butter  delivers  verbal  instructions  to 
his  subordinates,  Clark  and  Goodman,  to  exercise  their  dis- 
cretion, and  when  those  gentlemen  get  puzzled,  they  are  to 
come  to  him. 

What  his  instructions  are  he  has  not  told  us,  though  pressed 
to  do  so.  Mr.  Eutter's  testimony  upon  that  point  is  as  fol- 
lows (pp.  238  and  239) 

"  Q.  The  assistant  general  freight  agent  (Goodman)  has 
testified  that  in  relation  to  these  special  local  rates  he  receives 
his  general  instructions  from  you  ;  that  he  acts  within  the  limi- 
tations of  those  general  instructions,  and  that  in  special  in- 
stances he  submits  the  rate  and  the  proposition  to  you  ;  is  that 
so  ?  A.  He  gets  his  instructions  in  a  very  general  manner ; 
not  very  often  directly  from  me. 

Q.  Now,  can  you  explain  to  this  Committee  the  manner  in 
which  you  issue  those  instructions  to  the  general  freight  agent 
or  his  assistant  ?     A.  Verbally. 

Q.  What  cases  are  there  when  these  gentlemen,  either  Mr. 
Clark  or  Mr.  Goodman,  submit  the  question  of  the  giving  of  a 
special  rate  to  you ;  when  are  they  required  to  do  so  ?  A. 
They  are  not  required  particularly  to  do  so. 

Q.  When  are  they  required  generally  to  do  so  ?  A.  If  they 
should  have  any  doubt  in  their  own  mind  as  to  what  they 
should  do  under  the  general  instructions,  they  would  probably 
refer  it  to  me. 

Q.  Then  their  instructions  are.  that  they  are  to  act  accord- 
ing to  their  best  discretion,  and  only  refer  to  you  when  they 
have  doubts  whether  a  particular  case  comes  within  their  dis- 
cretion ?     A.  Yes." 

'Now  let  us  see  what  Mr.  Clark,  the  General  Freight  Agent 
of  the  New  York  Central  &  Hudson  Eiver  Eailroad,  has  to  say 
upon  this  subject.  He  is  the  immediate  subordinate  to  Mr. 
Eutter.  He  tells  us  that  Mr.  Goodman  is  under  him.  I  put 
the  question  to  him  (p.  1,32.4) : 

"  Q.  What  have  you  to  do  with  fixing  rates?  A.  What 
rates ? 
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Q.  Local  rates  ?     A.  I  have  very  little  to  do  with  it,  sir. 

Q.  If  any  person  throughout  the  State  of  New  York  wants  a 
special  rate  do  you  make  it  for  him  ?  A.  I  should  ordinarily 
refer  him  to  Mr.  Goodman. 

Q.  If  Mr.  Goodman  has  any  difficulty  about  it  he  refers  it 
to  you?    A.  Yes." 

Page  1,328 : 

"  Q.  What  instructions  has  Mr.  Goodman  received  from  you 
in  relation  to  the  theory  or  plan  or  principle  upon  which  that 
business  is  to  be  done  ?  A.  As  I  say,  I  found  these  contracts 
in  existence  when  I  came  there,  and  I  have  had  no  reason  to 
disturb  them  ;  I  really  have  had  very  little  to  do  and  say  about 
it,  except  in  one  or  two  important  instances." 

m  The  instance  that  he  referred  to  was  the  instance  of  Mr. 
Crouse,  in  which  he  said  that  the  only  thing  which  he  took 
into  consideration  was  whether  it  was  not  better  to  give  him  a 
low  rate  than  to  let  the  business  go. 

He  then  proceeds  to  state,  after  being  pressed  to  give  the 
reason  why  it  is  not  good  railway  practice  and  railway  eco- 
nomy, in  reference  to  local  traffic,  to  give  up  the  special  rate 
that  had  been  surrendered  as  to  the  through  traffic,  he  says  he 
does  not  think  that  the  local  business  could  be  done  on  such  a 
basis,  that  they  could  not  publish  a  fixed  tariff. 
He  says  on  page  1,345.  1,346  and  1,347  : 

"  Q.  Why  is  it  not  good  railway  practice  and  railway  econ- 
omy in  reference  to  local  traffic  if  it  is  as  to  through  traffic? 
A.  I  don't  think  that  we  could  do  our  local  business  on  any 
such  basis ;  I  don't  think  we  could  publish  a  fixed  tariff. 

Q.  Won't  you  give  the  Committee  the  benefit  of  your  think- 
ing on  that  subject ;  of  why  it  is  a  sound  railway  economy  and 
railway  practice  not  to  have  special  rates  or  special  contracts 
as  to  through  business,  and  why  it  is  good  railway  economy 
and  good  railway  practice  to  have  special  rates  as  to  local 
business?  A.  Will  not  Mr.  Vanderbilt's  reply  to  about  the 
same  question  cover  it  ? 

Q.  1  want  your  reply  ?  A.  I  cannot  explain  it  any  better 
than  he  did  yesterday. 

Q.  Give  us  your  explanation,  because  it  is  well  to  have  those 
explanations  from  different  points  of  view?  A.  I  think  the 
local  traffic  on  the  line  of  our  road  could  not  be  done  on  any 
such  system  as  that ;  I  think  we  would  lose  it  largely. 
_  Q.  Now,  tell  us  why  ?  A.  Because  we  have  competing  rail 
line  ;  we  have  the  canal  along  the  best  part  of  our  line. 

Q.  But  you  have  a  good  many  more  competing  rail  lines  as 
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to  your  through  traffic  than  you  have  us  to  your  local,  and  there- 
fore to  the  extent  that  competition  comes  in,  that  reason  would 
!)revail  more  largely  as  to  the  through  traffic  than  as  to  the 
ocal?  A.  We  do  not  have  the  same  control  over  western 
rates  as  we  do  over  our  own. 

Q.  You  are  not  answering  my  question ;  perhaps  you  do  not 
understand  it ;  you  say  the  reason  why  you  do  not  think  you 
could  do  the  local  business  on  the  same  principle  that  you  do 
the  through,  is  because  you  have  got  a  competition  on  the 
local ;  now,  I  ask  you  whether  you  have  not  more  competition 
as  to  the  through  than  you  have  as  to  the  local ;  whether  you 
have  not  as  to  the  through  all  the  competition  that  you  have 
as  to  the  local,  plus  the  railways  that  run  to  the  through 
points  ?  A.  The  competition  is  very  much  more  extensive  on 
the  through,  of  course. 

Q.  Therefore  the  reason  cannot  be  the  one  you  have  named, 
that  yon  have  competition  as  to  your  local  ?  A.  Yes,  I  still 
think  so. 

Q.  Is  there  any  other  reason  that  you  think  of  ?  A.  If  you 
go  back  a  little,  t  think  we  would  not  have  carried  Crouse's 
business  at  all,  except  for  that  reason. 

Q.  There  are  some  points,  are  there  not,  on  your  road  where 
you  have  no  competition  at  all  ?    A.  Oh,  yes  ;  a  few. 

Q.  Then,  if  you  give  any  special  rates  at  those  points  differ- 
ing from  a  tariff  rate,  the  reason  of  competition  would  not 
apply  ?     A.  Not  from  that  point. 

Q.  Upon  what  basis  or  reason  do  you  consider  it  good-  rail- 
way economy  to  make  special  rates  as  to  such  points  as  com- 
pared with  the  through  ?  A.  In  those  cases  I  think  you  will 
find  that  it  simply  includes  a  territory  on  our  line,  and  a  man 
operating  all  along  our  line  at  different  points  would  cover, 
in  his  transactions,  points  that  were  non-competitive,  and  we 
make  perhaps  a  general  rate  with  him,  even  going  past  a  non- 
competing  point  to  reach  a  competing  one. 

Q.  If  there  are  cases  to  which  that  does  not  apply,  what 
principle  would  govern  them?     A.  What  is  that? 

Q.  If,  for  instance,  the  Committee  have  before  them  now 
cases  where  that  territorial  district  principle  does  not  apply,  on 
what  principle  then  do  you  make  special  rates  to  such  a  place  ? 
A.  I  cannot  say,  unless  it  is  that  we  can  put  a  man  operating 
from  that  point  pretty  nearly  on  a  level  with  his  competitor 
who  is  operating  from  other  points ;  that  would  be  my  judg- 
ment ;  I  have  not  had  the  management  of  it. 

Q.  You  do  not  enter  into  any  inquiry  about  that  question  ? 
A.  Not  unless  something  unusual  arises. 

Q.  Not  unless  somebody  comes  to  you  and  asks  for  a  special 
fate  ?     A.  Yes.  ■ 

Q.  Then  you  determine  what  it  shall  be  ?  A.  I  usually  turn 
them  over  to  Mr.  Goodman." 
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Now,  we  come  again  to  our  friend  Goodman,  who  after  all 
said  and  done  is  the  man  who  makes  the  special  rates  under 
general  directions  to  use  his  discretion,  and  he  can  tell  us  if 
there  is  any  theory  about  it  at  all,  and  what  it  is.  Now  let  me 
read  to  you  from  his  testimony  (pages  121,  122  and  123) : 

"  Q.  Now,  is  it  not  the  fact  that  you  really  make  the  change 
in  each  particular  case,  naming  the  rate,  and  tha.t  your  change 
is  simply  subject  to  a  veto  on  the  part  of  the  General  Freight 
Agent  and  Manager?    A.  That  is  true  to  a  certain  extent. 

Q.  Theu  you  have  a  discretion?  A.  I  have,  to  a  great 
extent. 

Q.  It  is  left  with  you  ?  A.  Not  altogether,  because  I  have 
got  to  obtain  permission  from  the  General  Freight  Agent. 

Q.  As  a  matter  of  fact  do  you  ask  permission  in  every  com- 
mon case  from  the  General  Freight  Agent  ?  A.  I  do  in 
almost  all  cases. 

Q.  Before  you  make  the  change  ?  A.  Yes,  sir ;  I  suggest 
the  propriety  of  making  it,  when  .he  is  present;  when  he  is 
absent  I  have  to  do  it  myself. 

Q.  How  often  is  he  present  as  compared  with  his  absence  ? 
A.  He  is  there  a  great  deal. 

Q.  That  is  not  very  definite  ?  A.  He  is  there  most  of  the 
time. 

Q.  Isn't  his  time  mainly  occupied  with  the  fixing  of  the 
through  rates  and  general  management?  A.  To  a  great  ex- 
tent ;  yes,  sir. 

Q.  And  the  local  traffic  of  the  New  York  Central  &  Hudson 
Biver  Kailroad  is  to  a  considerable  extent  in  your  own  hands  ? 
A.  Yes  ;  to  a  certain  extent. 

Q.  Do  you  make  a  difference  in  the  local  traffic,  as  between 
summer  and  winter  rates?  A.  Do  you  mean  from  places 
between  TJtica  and  Syracuse,  and  such  points  ? 

Q.  Yes.     A.  We  do,  but  not  as  a  rule  ;  they  are  exceptions. 

Q.  How  often  do  such  exceptions  arise  ;  do  they  swallow  up 
the  rule  ?     A.  It  depends  upon  circumstances  altogether. 

Q.  What  kind  of  circumstances  ?  A.  If  a  gentlemen  comes 
with  a  lot  of  stone  to  go  to  Syracuse,  and  stone  is  worth  in 
Syracuse  $12  a  car,  I  can't  charge  him  $12  to  carry  it  there  ; 
I  have  got  to  carry  it  for  less  if  necessary. 

Q.  Therefore  the  rate  of  tariff  that  you  fix  is  dependent 
upon  what  the  goods  sell  for — what  they  will  bear?  A.  To  a 
certain  extent. 

Q.  It  depends  also  upon  the  question  of  whether  there 
is  another  railroad  between  those  points  willing  to  carry  it 
for  a  little  lower  rate  ?  A.  That  question  is  considered  at 
times.  .-J 

Q.  How  often  is  that  question  considered  ?    A.    Vert/  seldom. 

Q.  Then  the  question  of  the  competition  of  another  railway 
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does  not  enter  into  your  computation  at  all  ?  A.  Not  partic- 
ularly as  to  the  local  business,  the  business  that  you  refer  to 
now  ;  we  have  no  competition  between  Utica  and  Syracuse ; 
we  have  none  between  Syracuse  and  Auburn ;  yes,  we  have, 
but  slight. 

Q.  Havn't  you  a  competition  as  between  those  points  with 
the  canal  V     A.  There  is  no  canal  at  Auburn. 

Q.  Then,  to  those  points  where  you  have  no  competition, 
you  have  no  fixed  published  schedule  rates  ?    A.  No,  sir. 

Q.  And  you  have  no  rates  as  between  towns  on  such  points? 
A.  We  have  a  manuscript  tariff. 

Q.  How  long  would  it  take  you  to  fetch  us  that  ?  A.  I  have 
not  got  it  at  all ;  I  furnished  the  sheets  to  our  agents  ;  each 
agent  has  the  sheet. 

Q.  Then  have  you  no  means  of  knowing  what  that  tariff 
is  ?    A.  I  remember  it  pretty  well. 

Q.  How  long  is  that  manuscript  tariff  in  operation  ?  A.  It 
has  been  in  existence  ten  or  eleven  years. 

Q.  Is  it  not  fifteen  years  without  change  ?  A.  No,  sir ;  it 
has  been  changed  several  times  since. 

Q.  How  often  in  fifteen  years?  A.  Four  or  five  times 
any  way ;  not  the  entire  tariff,  but  there  have  been  changes 
made. 

Q.  You  mean  there  have  been  modification^?     A.  Yes,  sir. 

Q.  But  substantially,  is  not  the  tariff  of  fifteen  years  ago,  as 
to  these  local  points,  the  tariff  now  ?  A.  It  is  the  tariff,  but  is 
not  used  to  a  great  extent. 

Q.  Why  do  you  call  it  the  tariff?  A.  If  a  man  wants  to 
ship  a  box  of  goods  from  Utica  to  Syracuse,  we  can  tell  him 
what  the  price  is — ten  cents,  according  to  the  tariff ;  he  can 
pay  that. 

Q.  If  he  wants  to  ship  more  than  a  box  ?  A.  If  he  wants 
to  ship  five  car  loads,  and  the  sale  depends  on  the  price 
charged,  we  will  make  him  a  tariff. 

Q.  So,  that  whether  you  choose  to  fix  a  tariff  or  not 
depends,  again,  upon  your  volition?  A.  To  a  certain  ex- 
tent. 

Q.  To  what  extent  i  when  you  say  to  a  certain  extent,  do  you 
mean  subject  to  the  regulations  of  the  road  ?  A.  The  regula- 
tions of  the  road  and  the  consent  of  General  Freight  Agent. 

Q.  Subject  to  your  superiors.     A.  Yes,  sir." 

You  will  remember  that  Mr.  Goodman  positively  denied 
that  he  made  any  special  rates.  On  page  12±  he  answers 
thus  : 

"  Q.  So  that  in  each  particular  instance  a  special  rate  is 
named  ?    A.  Yes,  sir. 
50 
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Q.  There  is  no  tariff  of  charges  of  connecting  roads  with 
yours,  then  ?    A.  No,  sir. 

Q.  Have  you  copies  of  special  contracts,  or  the  special  con- 
tracts that  you  have  made,  and  which  are  in  force,  which  you 
have  made  within  one  year  last  past  ?  A.  I  have  no  con- 
tracts. 

Q.  You  have  made  no  contracts  ?    A.  No,  sir. 

Q.  Within  the  year  ?     A.  No,  sir. 

Q.  Have  you  a  book  or  books  which  contain  records  of  such 
special  contracts  ?  A.  I  have  not  made  any;  I  don't  keep  any 
record. 

Q.  Have  you  any  book  or  books  which  contain  rebates  or 
drawbacks  from  schedule  rates?  Ar  I  have  never  made  a 
drawback  or  a  rebate  in  my  life,  at  any  time,  under  any  circum- 
stance. 

Q.  You  have  not  any  such  book,  you  say  ?    A.  No,  sir. 

Q.  Have  you  the  circulars  that  you  have  issued  in  relation 
to  freights  during  the  last  two  years  ?     A.  I  have  no  circulars. 

Q.  Didn't  you  issue  some  ?  A.  Yes ;  but  none  relating  tp 
freight  charges  or  freight  tariffs  ;  I  have  issued  circulars  at 
times  for  the  government  of  agents." 

On  the  same  day  in  the  afternoon  he  admits  having  made 
special  rates,' in  the  following  words  : 

"  Q.  In  what  book  are  your  special  rates  entered  ?  A.  We 
have  a  great  number  of  books — eight  or  ten  books. 

Q.  In  which  your  special  rates  are  entered  ?     A.  Yes,  sir. 

Q.  Now,  these  special  rates  are  to  all  points  on  your  road, 
are  they  ?     A.  There  are  to  different  points  ;  yes,  sir. 

Q.  What  points  are  there  on  your  road  to  which  special 
rates  are  made ;  I  am  speaking  now  locally  ?  A.  You  mean 
from  New  York  ? 

Q.  From  New  York  ?  A.  Sometimes  make  special  rates  to 
Albany. 

Q.  What  other  points?    A.  Sometimes  to  Utica. 

Q.  How  often  to  Utica  ?  A.  I  cannot  tell  you  how  often ; 
when  application  is  made. 

Q.  What  other  points  ?     A.  Syracuse. 

Q.  What  other  points  ?     A.  Loekport. 

Q.  Little  Falls  ?     A.  Little  Falls. 

Q.  Ganandaigua?     A.  Canandaigua?     Sometimes. 
■  Q.  Schenectady  ?     A.  Yes,  sir. 

Q.  Borne  ?     A.  Yes,  sir. 

Q.  Oneiia  ?     A.  Yes,  sir. 

Q.  Auburn?     A.  Yes,  sir. 

Q.  Skaneateles  ?     A.  Yes,  sir. 

Q.  Then  do  you  make  special  rates  between  here  and  Al- 
bany ?     A.  Yes,  sir. 
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Q.  What  points?    A.  Poughkeepsie. 

Q.  What  others  ?     A.  Hudson. 

Q.  What  others  ?    A.  These  are  all 'I  can  call  to  mind  now. 

By  the  Chairman  : 

Q.  Are  there  any  points  you  do  not  make  special  rates  to  ? 
A.  No,  sir,  I  don't  know  of  any." 

The  true  inwardness  of  special  rates  is  given  on  pages  205, 
206  and  223,  by  this  interesting  witness  : 

"  Q.  Upon  the  whole — I  want  your  judgment  as  the  General 
Freight  Agent  of  this  line — the  ratesfrom  these  interior  points, 
say  Syracuse  or  Amsterdam,  to  the  other  interior  points  lying 
fifty  miles  to  the  east,  and  fifty  miles  to  the  west,  are  as  a 
whole  higher,  are  they  not,  than  the  rate  from  New  York  to 
these  points  ?  A.  They  may  be  higher  in  proportion  to  the 
distance. 

Q.  I  don't  like  the  form  in  which  you  put  that  answer, 
because  you  know  I  have  called  you  as  the  first  witness, 
because  I  think  you  know  ?  A.  I  have  not  figured  out  the 
distance  ;  I  presume  they  are  higher. 

Q.  Then  when  you  give  a  special  rate  to  a  merchant  in 
Amsterdam  or  in  Syracuse,  by  virtue  of  which  he  becomes  a 
distributor  of  goods  to  the  east  and  west  of  him,  in  com- 
petitionfwith  the  New  York  merchant,  the  railway  company 
gets  the  benefit  of  that  distribution  by  reason  of  the  higher 
local  rates  from  Syracuse  to  the  points  east  and  to  the  points 
west  on  such  redistribution,  doesn't  it?    A.  Yes,  sir. 

By  Mr.  Bakee  : 

Q.  In  r  fixing  special  rates  to  certain  wholesale  dealers  in 
Syracuse,  Bochester,  or  other  cities  in  the  State,  do  you  de- 
termine the  amount  with  reference  to  the  fact  that  the  com- 
pany is'likely  to  receive  local  or  other  additional  rates  from 
the  customers  of  the  wholesalers  in  retran sporting  such  goods  ? 
A/ We  always  do." 

A  better  explanation  than  Mr.  Depew's  for  the  whole  special 
rate  system  as  it  has  grown  up  in ,  the  State  of  New  York,  is 
that  in  1865  there  was  a  tariff  of  extraordinary-high  war  prices 
for  freights  on  all  the  lines  of  our  railroads.  Instead  of  sub- 
jecting the  local  tariff  to  a  revision  to  keep  pace  downward 
with  the  fall  of  prices  that  came  with  the  gradual  return  to 
a  sounder  currency  and  better  financial  basis,  the  railways  at- 
tempted to  maintain  these  war  rates  as  a  whole,  giving  way 
only  as  individual  pressure  was  brought  to  bear  upon  them 
to  reduce  their  rates. 
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And  when  greater  reductions  in  values  came  after  the  panic 
of  1873,  the  pressure  became  greater  and  greater,  and  there- 
fore without  theory  and  without  principle  governing  any  par- 
ticular case,  the  whole  tariff  was  honeycombed  as  the  railways 
yielded  to  this  pressure,  until  it  has  become  a  structure  without 
foundation,  without  cohesion,  and  injurious  to  every  interest  of 
society. 

And  whatever  theories  Butter,  Goodman,  Vilas  or  Marcy 
may  have  in  their  heads,  pray  what  control  have  they  over  the 
mental  operations  of  the  freight  agents  of  affiliated  lines  in 
Massachusetts,  Pennsylvania,  Connecticut  and  Ohio,  whom 
these  New  York  freight  agents  allow  to  make  local  personal 
rates  from  points  beyond  the  jurisdiction  of  these  New  York 
local  traffic  managers  to  points  within  this  State  ? 

And,  notwithstanding  Mr.  Yanderbilt's  statement  that 
everybody  knew  that  special  rates  could  be  had  for  the  ask- 
ing, and  Mr.  Butter's  statement  that  special  rates  were  given 
to  all  deserving  ones,  and  Mr.  Goodman's  statement  that  it 
needed  but  an  application,  we  have  the  testimony  of  Mr. 
Barry,  of  Barry  &  Elwanger,  of  Rochester,  shippers  by  the  car 
loads,  that  they  were  innocent  enough  to  suppose  that  the 
schedule  charge  for  ten  years — excessive  in  amount — was  an 
unyielding  and  unvarying  one  to  the  inhabitants  of  this  State, 
was  the  rate  at  which  they  could  ship  their  goods  and  none 
other,  and  they  never  dreamed  of  making  application  for  a 
change  of  rates,  because  they  did  not  know  that  the  business 
of  the  railroad  company  could  be  done  or  was  done  on  any 
such  basis.  And,  indeed,  in  no  community  except  this  one, 
misled  as  it  has  been  by  false  theories  upon  this  subject,  by 
legislation  based  on  a  supposed  competition  that  does  not 
exist,  and  a  growth  of  railway  power  out  of  all  proportion  to 
the  development  of  a  corresponding  governmental  power,  re- 
sulting in  the  domination  of  the  corporation  over  the  Com- 
monwealth, cotfld  such  a  condition  of  affairs  have  prevailed. 

It  is  of  course  the  flimsiest  of  all  possible  pretences  that  the 
local  traffic  cannot  be  done  in  any  other  way,  because  as  to 
the  through  traffic,  where  competition  prevails  to  so  much 
larger  an  extent  than  as  to  the  local  traffic,  the  railways  have 
abandoned  special  rates  by  combined  action. 

The  Fink  circular  No.  46,  (Exhibit  No.  1,  August  20th,  1879), 
says  :  "  To  discontinue  hereafter  the  practice  of  contracting 
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for  any  special  or  given  lots,  blocks  or  quantities  of  freight  at 
tariff  rates,  or  at  less  than  tariff  rates,  to  the  seaboard,  on 
home  or  foreign  business,  and  to  give  ten  days'  previous  notice 
of  any  increase  in  the  tariff,"  has  been  adopted  unanimously 
by  the  Joint  Executive  Committee,  in  which  the  following  rail- 
road companies  are  now  represented :  [Here  follow  the  names 
of  the  twenty-six  leading  railways]. 

"  The  practice  of  making  special  contracts  has  heretofore  been 
in  the  way  of  maintaining  the  established  tariffs,  and  of  secur- 
ing equal  rates  to  all  shippers  for  similar  services  performed." 

"  The  above  action  is  taken  by  the  Joint  Executive  Committee 
in  the  interest  of  the  railroad  companies,  as  well  as  in  the  in- 
terest of  the  shippers,  and  it  is  important  that  the  managers 
of  the  roads  represented  on  the  Committee  should  see  that  the 
agreement  is  strictly  adhered  to  by  all  their  agents  and  agents 
of  connecting  roads." 

"  Notice  is  hereby  given  to  all  connecting  roads  not  repre- 
sented on  the  Joint  Executive  Committee  that  the  roads 
named  above  will  not  be  parties  to  special  contracts,  and  will 
exact  their  full  proportion  of  tariff  rates." 

The  railroads  are  willing  even  to  risk  numerous  lawsuits 
rather  than  to  continue  a  system  of  special  rates  on  through 
traffic  mischievous  to  them  and  mischievous  to  the  com- 
munity, and  if  there  are  reasons  why  they  should  be  com- 
pulsorily  abandoned  as  to  through  traffic,  these  reasons 
are  a  thousandfold  intensified  as  to  local  traffic,  where 
there  is  no  outlook  to  him  who  is  compelled  to  pay  the 
tariff  rate  as  against  a  neighbor's  spepial  rate  but  ruin, 
and  where  the  railway  is  the  absolute  arbiter  of  a  man's  for- 
tune. Abnegation  by  the  State  to  perform  its  duty  to  protect 
its  citizens  from  being  unfairly  discriminated  against,  to  pre- 
vent unjust  and  iniquitous  distinctions  between  A  and  B  in 
the  same  locality,  is  a  crime  almost  equivalent  to  a  repeal  of 
a  great  portion  of  the  Criminal  Code  ;  because  if  the  State 
should  remit  the  citizen  to  his  natural  defences  against  the  vio- 
lations of  the  rights  of  property  by  the  highwayman  and  the 
thief,  there  would  be  less  actual  hardship  imposed  and  wrong 
committed.  The  citizen  can  to  some  degree  protect  himself 
against  the  evil-doer  by  violence  with  the  fist  and  the  pistol. 
He  has  no  remedy  but  the  law  against  this  licensed  marauder, 
this  legalized  tax-gatherer,  on  the  highway. 

The  Erie  Railway  Company  and  the  Delaware  &  Hudson 
Canal  Company,  the  other  culprits  in  that  particular  that  we 
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have  had  before  us,  though  less  guilty  than  the  New  York  Cen- 
tral,  are  still  far  from  innocent,  and  every  charge  that  was 
made  against  the  New  York  Central  is  equally  true  as  to  the 
Erie  and  the  Delaware  &  Hudson  Canal  Company,  only  to  a 
minor  degree,  under  this  count  of  the  indictment.  The 
system  of  the  Erie  was  just  as  bad  as  that  of  the  New  York 
Central's  before  the  present  administration,  and  in  some 
respects  worse. 

Exhibit  No.  J,  June  21st,  1879,  gives  a  very  thorough  indica- 
tion of  how  this  method  has,  even  under  so-called  reform 
administrations,  been  permitted  to  extend  itself  down  to  the 
present  time. 

There  is  no  word  of  excuse  or  extenuation  legitimately  to  be 
offered  why  a  common  carrier  should  be  permitted  to  discrim- 
inate as  against  particular  localities,  or  individuals  in  the  same 
locality,  except  upon  the  basis  of  additional  cost  for  the  service. 
If  it  is  impossible  for  our  present  generation  of  railway  managers 
to  determine  what  the  cost  of  service  is,  the  State  must  make 
an  arbitrary  rule  for  them,  because  as  a  choice  of  evils  it  is  of 
more  importance  that  our  people  should  not  be  unjustly  dis- 
criminated against  than  that  the  railways  should  earn  large 
profits.  It  is  within  their  power  to  know  wherein  the  difference 
between  carrying  a  single  package  or  a  car  load  lies,  and  if 
they  do  not  take  the  trouble  either  to  give  to  the  State  the  in- 
formation or  to  find  it  out  for  themselves,  they  should  be  com- 
pelled to  take  the  consequences  incident  to  such  ignorance,  that 
the  State  will  guess  at  a  rate  for  them. 

The  ignorance  displayed  upon  the  witness  stand  by  our 
railway  officials  should  not  be  permitted  to  stand  in  the  way 
of  proper  legislation,  and  it  is  proper  legislation  to  fix  the  unit 
of  a  car  load  as  the  limitation  of  the  wholesale  charge,  and  to 
charge  but  so  much  more  for  the  package  or  packages  less  than 
a  car  load  as  it  costs  more  to  handle  the  smaller  quantity  than 
this  unit,  plus  a  reasonable  profit. 

There  is  no  safety  to  the  community,  except  in  the  com- 
pulsory division  of  the  railway  charge  into  one  item  for  the 
haul,  and  another  charge  for  the  terminals,  with  a  reasonable 
profit  added  thereto.  If  the  railway  managers  refuse  to  tell  us 
the  ascertainable  expense  to  them  of  such  oar  load  shipments 
they  must  take  the  law  as  the  punishment  for  such  ignorance 
if,  in  the  first  instance,  it  is  unjust  to  them,  it  can  readily  be 
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rectified  by  some  little  study  on  their  part  to  show  wherein 
the  law  should  be  corrected.  In  other  words,  it  will  throw  the 
burden  upon  the  railway  corporation  officials  to  study  a  subject 
which  we,  forsooth,  taking  into  consideration  the  high  tone 
which  those  practical  men  adopted  towards  theorists,  had  a 
right  to  suppose  they  at  least  were  fully  instructed  upon. 

The  ignorance  on  the  part  of  the  railway  managers  of  the 
cost  to  them  of  the  service  they  render,  is  one  of  the  best  ear- 
marks of  the  monopoly  or  taxing  character  of  railway  charges. 
It  is  strange  that  any  shrewd  men  should  ever  be  engaged  in 
a  business  which  is  done  without  regard  to  cost,  in  which  the 
return  is  a  mere  matter  of  accident,  and  has  no  relation  what- 
ever to  the  capital  invested.  I  must  confess  that  the  only 
other  occupation — for  business  it  cannot  be  called — that  I  know 
of,  which  is  done  without  regard  to  the  capital  invested,  is  that 
of  the  highwayman.  Dick  Turpin  buys  or  steals  a  horse,  in- 
vests in  a  pair  of  pistols,  and  the  booty  he  may  conquer  upon 
the  highway  bears  no  relation  whatever  to  the  cost  of  his 
equipment.  From  one  poor  fellow  he  captures  five  dollars,  and 
from  a  great  mail  coach  he  may  capture  five  hundred  thousand 
dollars.  The  return  bears  no  relation  to  the  capital  invested 
in  the  enterprise  in  which  he  is  engaged.  One  of  the  charac- 
teristics of  legitimate,  as  contradistinguished  from  illegitimate 
business,  is  that  the  profits  of  legitimate  business  constantly 
oscillate  around  the  cost  of  production  ;  that  in  all  the  illegiti- 
mate businesses — be  it.  slave  trading,  stealing,  receiving  stolen 
goods,  or  what  not: — the  cost  of  doing  the  business  bears  no 
relation  to  the  profits  tbat  are  made  therein. 

This  brings  us  to  the  very  important  element  of  distance 
charges.  The  railway  corporation  imagined  that  by  arguing 
down  a  strictly  pro  rata  freight  bill,  that  they  have  fully  an- 
swered the  justice  of  the  position  represented  in  the  demand 
that  the  advantage  of  proximity  to  a  market  shall  not  be  over- 
come by  artificial  rates  of  freight.  What  they  have  done,  is  to 
show  the  difficulty  of  being  just  to  the  carrier  and  the  com- 
munity at  one  and  the  same  time ;  that  the  element  of  terminal 
charges  enters  so  largely  in  the  freight  service  that  a  strictly 
distance  pro  rata  bills  leave  them  out  of  sight,  as  well  as  some 
few  minor  elements,  such  as  regularity  of  the  shipments  and 
the  haul  of  empty  cars  from  and  to  certain  points,  and  that 
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upon  tlie  proper  consideration  of  these  questions  the  profit  to 
the  carrier  somewhat  depends. 

There  are  many  points  where  the  interest  of  the  carrier  and 
the  public  conflict,  and  simply  to  show  that  the  interest  of 
the  carrier  is  not  precisely  the  same  as  that  of  the  public  is 
no  answer  to  the  public  demand  for  just  rates.  The  public 
may,  and  frequently  does,  waive  the  justice  of  its  demands  so 
that  the  carrier  may  live,  and  in  this  instance  something  must 
and  should  be  done  by  the  public  to  mitigate  the  rigor  of  the 
application  of  a  strictly  pro  rata  law  for  the  purpose  of  meet- 
ing the  interests  of  the  carrier.  I  am  prepared  to  admit  that 
a  strictly  logical  position  should  not  be  insisted  upon  by  the 
community. 

The  right  of  a  man  twenty  miles  from  a  market  to  bring  his 
product  to  market  over  a  highway,  over  a  public  road,  at  a  less 
rate  of  toll  than  he  who  is  thirty  miles  aw°y  is  one  of  those 
normal  common  sense  views  which  no  amount  of  argumenta- 
tion will  beat  out  of  the  heads  of  our  farmers  and  of  our  plain 
men  of  sense. 

If  he  is  told  that  it  may  cost  as  much,  and  sometimes  a 
little  more,  to  serve  him  for  his  twenty  miles  as  it  does  another, 
distanced  a  hundred  miles,  that  a  car  must  be  put  upon  a  sid- 
ing, that  he  uses  it  to  some  degree  as  a  storehouse,  that  at 
the  terminus  the  facilities  for  discharging  the  carload  and 
for  reloading  the  car  overcome  the  mere  mileage,  his  answer  is 
that  the  railway  gets  the  benefit  of  that  additional  terminal 
facility  arising  from  a  larger  demand  for  its  services  in 
the  larger  population,  and  that  at  most  he  should  not  be 
required  to  pay  in  an  additional  freight  rate  more  than  re- 
presents the  terminal  advantages  of  a  more  distant  point ;  that 
he  suffers  enough  disadvantage  in  not  having  a  crowded  pop- 
ulation around  him  and  a  railway  has  advantage  enough  in 
having  the  crowded  centres  of  population  at  many  points  along 
its  line,  and  that  he  will  in  no  event  suffer  himself  to  be  placed 
at  a  greater  disadvantage  as  compared  with  the  more  distant 
place  than  the  additional  cost  of  handling  his  commodity  war- 
rants ;  and  there  is  no  statement  that  has  been  «nade  before 
this  Committee  that  invalidates  that  position.  There  are 
statements  that  modify  it ;  there  are  statements  showing  that 
looking  at  the  question  from  a  larger  point  of  view  we  should 
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not  a  I'outrance  insist  upon  it,  but  there  is  nothing  that  make's 
the  demand  either  a  communistic  or  a  ridiculously  unfair  one. 

And  indeed,  strangely  enough,  the  practice  of  the  railways 
as  against  the  City  of  New  York  fortifies  and  strengthens  the 
position  taken  by  this  farmer.  Whenever  their  interests,  or 
the  purposes  of  their  combinations  make  it  necessary  for  them 
to  talk  of  distance  they  are  more  ultra  pro  rata  freightists 
than  any  member  of  the  granges  of  the  interior  of  the  State 
of  New  York. 

See  how  glibly  they  talk  of  distance  from  Cincinnati  to  New 
York  as  compared  with  Baltimore  as  a  reason  for  the  excessive 
charges  to  which  New  York  is  subjected.  Remember  how 
cavalierly  every  one  of  the  railway  officials  and  counsel  whom 
we  have  had  before  us  disposed  of  New  York's  claim  for  equal 
rates  with  other  cities,  notwithstanding  greater  distance 
from  certain  points,  by  reason  of  the  larger  quantity  of  ship- 
ments made  to  New  York,  by  reason  of  their  getting  sure  re- 
turn freights  from  New  York  west  bound  ;  of  having  a  smaller 
percentage  of  empty  cars  going  from  New  York;  of  being 
able  to  compute  their  round  trip  earnings  -both  ways  upon 
their  cars,  and  how  they  still  insist  and  ever  insist  upon  the 
fifty  miles  farther  distance  from  Chicago  to  New  York  com- 
pared with  Philadelphia,  and  150  miles  greater  distance  com- 
pared with  Baltimore,  and  that  that  justifies— notwithstanding 
the  fact  that  New  York  gives  to  its  railways  a  large  western 
traffic  which  tbe  other  cities  do  not,  and  has  a  traffic  westward 
and  eastward  four  times  that  of  any  other  city— that  that 
justifies  the  discrimination  of  two  to  sis  cents  a  hundred 
against  New  York. 

Therefore  they  cannot  complain — these  very  trunk  lines  that 
have  consented  to  put  New  York  at  a  disadvantage  compared 
with  other  cities— if  their  pro  rata  villainy,  if  so  it  be,  that 
they  teach  by  their  example  is  turned  upon  them  by  the  in 
habitant  of  the  interior  of  the  State  of  New  York,  who  says, 
"  If  vou  place  our  great  commercial  city  at  a  disadvantage, 
compared  with  her  neighboring  cities,  upon  the  sole  ground  of 
additional  distance  of  150  miles  or  50  miles  on  a  thousand 
miles,  notwithstanding  her  larger  traffic,  you  must  give  to  me 
the  advantage  of  a  proximity  to  a  market,  all  your  arguments 
based  upon  larger  centres  of  trade  and  larger  population  and 
return  freights,  to  the  contrary  notwithstanding,  because  you 
51 
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do  not  live  up  to  the  principles  which  you  insist  invalidates  my 
claim  for  pro  rata  freight  charges  whenever  it  suits  your  pur- 
poses to  disregard  them.  Your  charges  are  based  in  all  your 
combinations  with  other  railways  on  a  fro  rata  distance,  and 
you  abandon  it  as  to  me,  not  because  you  do  not  believe  in  it, 
or  because  there  is  no  justice  in  it,  but  because  it  does  not  suit 
your  convenience  in  my  case  to  give  me  the  benefit  of  prox- 
imity, and  because  I  am  at  your  mercy." 
Hear  Mr.  Rutter  upon  this  point. 

Page  329  : 

"Witness — The  distance  by  our  line  to  Cincinnati  is  884 
miles,  and  to  Chicago  963  by  one  route  and  by  another  984. 

Q.  How  do  your  rates  on  eastward  bound  freight,  from  St. 
Louis,  compare  with  your  rates  from  Chicago  ?  A.  They  are 
higher  from  St.  Louis. 

Q.  How  much  higher  ?     A.  Sixteen  per  cent,  higher. 

Q.  How  much  were  they  higher;  since  when  have  they  been 
sixteen .  per  cent  V  A.  About  three  years,  I  think  ;  three  or 
four  years  ;  I  don't  remember  the  exact  date. 

Q.  That  is,  barring  cut  rates  or  special  contracts  ?  A.  If  a 
special  contract  was  made,  I  think  the  same  relative  difference 
would  be  maintained  as  a  rule. 

Q.  Is  that  the  distance  difference  ?     A.  Yes. 

Q.  Calculated  therefor  on  mileage  ?     A.  Yes. 

Q.  All  your  rates  for  these  points  west  of  New  York  are  cal- 
culated on  mileage  rates,  are  they  not  ?     A.  Yes." 


Discrimination  against  New  Yobk  City. 

The  treatment  that  the  City  of  New  York  receives  at  the 
hands  of  the  railway  corporations  is  of  so  peculiar  a  character 
and  requires  so  much  elucidation  to  understand  it  that  it  must 
be  treated  in  this  connection  as  a  separate  branch  of  the  sub- 
ject. 

We  are  told  by  the  railways  whenever  a  local  charge  is  in 
question,  that  terminal  expenses  form  so  important  a  factor, 
and  that  the  bulk  of  traffic  is  of  so  much  consequence  in  the 
estimate  of  a  railway  haul,  that  mere  mileage,  unless  the  mile- 
age be  very  great,  sinks  into  comparative  insignificance  com- 
pared with  these  two  elements,  and  that  for  that  reason  the 
claim  made  by  the  local  shippers  within  the  State  that  they 
^hajl  be  charged   no   more  than  is  charged  to  great  terminal 
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points  beyond  the  borders  of  the  State  for  the  conveyance 
of  their  freight  is  based  upon  a  manifest  and  palpable  error. 

If  that  be  true,  the  treatment  that  New  York  City  receives 
at  the  hands  of  the  railway  companies  is  an  anomaly  utterly 
inexplicable  by  any  of  the  theories  which  railway  people  are 
willing  to  advance. 

Mr.  Fink  in  his  testimony  (p.  567),  says : 

"  Q.  The  mileage,  therefore,  in  long  distances  don't  deter- 
mine the  rate  ?  A.  The  distances  have  very  little  to  do  with 
the  rates ;  only  as  a  general  principle  whevever  it  can  be  ap- 

Elied ;  but  in  most  instances  distances  have  to  be  disregarded, 
ecause  there  are  other  elements  which  determine  the  rates 

— the  elements  of  competition 

Q.  The  longer  the  haul  the  less  the  element  of  distance 
comes  in ;  isn't  that  true  as  to  through  points  ?  A.  As  a 
general  rule  the  distance  disappears  more  and  more." 

And  Mr.  Channte,  ia  his  essay  on  "  The  Elements  of  Cost  of 
Eailroad  Freight  Fraffic,"  Exhibit  No.  5,  October  13,  1879,  on 
page  2,598  of  these  proceedings,  says  : 

"  Even  the  claim,  much  better  founded,  that  a  higher  rate 
shall  not  be  charged  for  an  intermediate  than  for  a  through 
distance,  may  be  unjust  in  practice ;  the  extra  handling 
required,  the  furnishing  of  empty  cars,  or  the  time  lost  by 
demurrage,  may  make  the  cost  greater  for  the  short  than  for 
the  long  distance." 

I  admit  the  justice  of  Mr.  Chanute's  position  and  the  sound- 
ness of  Mr.  Fink's  conclusions,  and  we  therefore  must  look 
for  other  causes  than  any  that  the  railways  are  willing  to 
confess  to  why  New  York  is  treated  in  this  step-motheily  way 
by  the  corporations  which  it  has  chartered.  One  of  the  causes 
of  this  treatment  has  already  been  referred  to  in  the  danger  to 
a  railway  of  driving  its  rival  into  bankruptcy  ;  and  the  other 
cause  of  the  discrimination  against  us  is  really  the  same 
which  underlies  the  difference  between  first  and  fourth  class 
freight — what  the  first  class  will  bear.  New  York  is  treated 
upon  the  basis  of  what  she  will  bear. 

New  York  City  is  still  the  great  metropolis,  because  of  the 
great  start  she  had  in  the  race  for  commerce,  and  because 
whatever  the  railway  rates  may  be,  for  eight  months  in  the 
year  New  York  is  the  tef minus  of  the  commerce  of  the  lakes 
which  comes  by  canal,  and  thus  vast  treasures  are  poured  into 
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her  lap,  a  percentage  upon  which  makes  up  a  considerable 
part  of  the  wealth  of  New  York.  A  discrimination  which 
would  destroy  other  cities  and  other  places  is  bearable  by  New 
York,  and  that  while  in  a  general  sense  the  interests  of  the  rail- 
ways which  centre  in  New  York  City  are  identical  with  the  in- 
terests of  the  City  as  a  whole,  there  is  nevertheless  an  antag- 
onism between  the  City  and  the  railway  as  to  how  the  profits 
or  the  prosperity  which  is  common  to  both  shall  be  divided 
between  them. 

The  New  York  Central  Boad  carries  to  Boston,  for  pur- 
poses of  export,  as  cheaply  as  it  does  to  New  York ;  it 
carries  from  Boston  as  cheaply  as  it  does  from  New  York ;  and 
although  it  is  insisted  that  New  York  should  pay  heavier 
charges,  because  of  the  additional  distance,  Boston  pays,  com- 
paratively speaking,  lighter  charges  because  of  the  still  greater 
distance ;  and  the  answers  which  we  have  had  of  the  reason 
for  this  condition  of  affairs  is  one  which  will  not  bear  scrutiny. 
From  the  New  York  Central,  it  was  "because  it  is  so;"  and 
from  the  Erie  it  is  because  the  New  York  Central  fixes  it  so,  and 
that  it  must  follow  in  the  wake  of  the  New  York  Central  Bail- 
way. 

And  the  general  reason  offered  by  Mr.  Yanderbilt's  letter 
and  by  his  testimony  of  the  discrimination  against  New  York 
of  an  additional  charge  of  from  two  to  six  cents  a  hundred 
from  Chicago  as  compared  with  Philadelphia  and  Baltimore,  is 
that  there  is  an  advantage  of  a  corresponding  amount  in  favor 
of  New  York  in  ocean  freights  to  Liverpoof  as  compared  with 
her  sister  cities. 

"We  have  shown,  I  believe,  conclusively  that  the  differences 
which  are  claimed  to  exist  between  the  respective  ports  rela- 
tive to  Liverpool  do  not,  in  fact,  exist,  and,  even  if  they  did, 
by  what  right  do  our  railways  conspire  to  wipe  out  and  de- 
stroy the  natural  advantages  of  our  great  city  and  place  us  up- 
on a  level  with  Boston,  Baltimore  and  Philadelphia,  Let  us 
look  at  the  evidence  : 

Mr.  Walker,  the  Statistician  of  the  New  York  Produce  Ex- 
change, in  his  testimony  at  page  548,  says  :       ' 

"  Q.  And  Boston  and  Philadelphia  have  the  advantage, 
have  they  not,  over  New  York  about  the  same  ocean  rates  ? 
A.  The  ocean  rates  from  Baltimore,  I  think,  taking  the  aver- 
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age  through  the  year,  are  a  little  higher — not  very  much — than 
the  average  from  New  York  ;  I  gave  the  average  in  here. 

Q.  Isn't  it  any  larger  for  grain  in  bulk  in  sailing  vessels  ?  A. 
I  think  there  is  a  smaller  percentage,  smaller  average,  from 
Baltimore  than  from  New  York. 

Q.  Does  it  represent  anything  like  the  difference  in  the 
freight  charges  by  rail?  A.  Nothing  like  the  difference; 
sometimes  the  rates  are  the  same  and  sometimes  there  will  be 
instances  of  days  when  it  will  be  less ;  of  course  competi- 
tion regulates  that. 

Q.  You  speak  of  ocean  rates '?     A.  Yes,  sir. 

Q.  Sometimes  they  are  the  same  and  sometimes  they  may 
be  less?  A.  Of  course,  it  may  be  for  a  clay,  as  all  these 
prices  and  rates  for  freight  that  go  on  lakes  and  canals  are 
changing  every  day. 

Q.  Are  the  ocean  rates  from  Philadelphia  the  same  ?  A. 
They  are  about  the  same  from  Philadelphia  as-  from  New 
York." 

William  Volc\ens,  page  664,  testified  : 

"  Q.  How  are  the  rates  from  Philadelphia  to  European  ports, 
grain  rates,  compared  with  New  York  ?  A.  They  are  gener- 
ally the  same  as  from  New  York ;  there  are  instances,  espe- 
cially in  the  winter  time,  when  there  is  ice  in  the  Delaware, 
when  of  course  they  are  much  higher,  but  as  a  general  rule  they 
are  the  same  as  from  New  York. 

Q.  How  are  the  rates  from  Baltimore  to  European  ports?  A. 
Grain  freights  from  Baltimore  to  European  ports  are  generally 
three  pence  to  six-pence  higher ;  I  have  known  instances  of 
nine-pence  to  a  shilling  higher  than  from  New  York,  but  now 
in  the  summer  time,  when  the  canal  brings  so  much  more  stuff 
to  New  York,  the  rates  are  about  the  same  as  from  Baltimore. 

Q.  In  the  summer  the  rates  from  Baltimore  are  about  the 
same  as  from  New  York?  A.  Not  always,  but  sometimes, 
frequently  in  the  height  of  summer," 

And  now  let  me  finally  refer  to  and  read  again  the  London 
ship  brokers'  certificates,  page  K539  of  testimony,  given  but  a 
year  ago.  Messrs.  Clarkson,  Pembroke,  Angier  Brothers  and 
D.  M.McHarris,  the  leading  ship  brokers  in  London,  under  date 
of  August  14th,  certify  that  owners  of  steamers  carrying  full 
cargoes  of  grain  from  the  United  States  to  Europe  give  the 
preference  at  the  same  rate  of  freight  to  Baltimore  and  Phila- 
delphia as  against  New  York,  and  also  the  additional  certifi- 
cate, as  follows  : 

"  London,  14th  of  August,  1878. 

We,  the  undersigned  shipbrokers,  certify  that  the  great  ma- 
jority of  charters  made  in  London  for  sailing  vessels  carrying 
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grain  from  the  United  States  to  Europe  give  charterers  the 
option  of  sending  the  vessel  either  to  New  York,  Philadelphia 
or  Baltimore  on  the  same  terms. 

Galbraith  Pembroke, 
H.  Olarkson  &  Co. 


The  railway  imagines  that  the  position  that  we  have  taken 
that  such  a  discrimination  is  unjust  and  violates  that  principle 
of  railway  polity  which  enables  them  to  charge  less  for  longer 
distances  than  for  the  shorter  ones,  because  of  the  greater 
facilities  afforded  at  the  terminal  points,  and  the  enormous 
bulk  of  the  return  traffic,  is  answered  when  they  say  that  not- 
withstanding the  discrimination  New  York  City  still  holds  the 
bulk  of  the  traffic. 

The  testimony  taken  before  this  Committee  shows  that  it 
does  hold  the  bulk  of  the  business,  not  because  of  the  dis- 
criminations, but  despite  it,  as  during  eight  months  of  the  year  it 
carries  on  its  business  without  much  reference  to  the  railway 
and  independent  of  it.  Its  great  water-way,  the  Erie  Canal, 
now  maintains  the  commerce  of  New  York,  which  it  informer 
years  created.  Wipe  out  the  canal  from  the  map  of  New 
York,  and  if  the  railways  persist  in  continuing  the  discrimina- 
tion of  from  two  to  six  cents  a  hundred,  that  would  wipe  out  the 
commerce  of  New  York  as  effectually  as  though  a  bed  of  rock 
were  by  one  of  nature's  convulsions  to  block  up  our  channels 
to  the  sea. 

The  railway  officials  tell  you  that  the  discrimination  was 
greater  in  former  years  than  it  is  now.  And  Mr.  Blanchard 
stated  that  when  he  5rst  became  acquainted  with  freight  mat- 
ters there  was  a  larger  difference  between  New  York  and  Bal- 
timore freights  than  there  exists  now. 

That  discrimination,  greater  than  the  present  one,  did  not 
make  so  vast  a  difference  in  commercial  operations  as  it  does 
now,  nor  resulted  in  so  great  an  ultimate  diversion  of  traffic 
as  will  result  from  the  one  which  has  now  been  fixed  upon  be- 
tween the  railways. 

To  this  branch  of  the  subject  I  ask  your  most  earnest  at- 
tention. 

There  are  two  reasons  to  explain  this  phenomenon.  The  first 
already  referred  to  is  that  the  commerce  of  the  State  and  City  of 
New  York  is  maintained  during  nine  months  of  the  year  by  the 
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Erie  Canal ;  that  all  combinations  that  the  railways  can  make 
cannot  interfere  with  the  benefits  conferred  by  our  wisest 
statesmen,  and  intrenched  by  a  constitutional  provision  from 
being  used  for  private  ends  and  for  private  purposes  by  being 
made  the  property  of  the  State  forever.  The  second  reason  is, 
that  when  we  were  great  importers  of  foreign  merchandise, 
and  before  we  became  the  manufacturing  nation  that 
eighteen  years  of  a  protective  tariff  has  brought  about,  the 
valuable  imported  freight  came  to  New  York  as  a  distributing 
point.  Steamer  after  steamer  came  to  this  port  to  discharge 
her  cargo  of  silks,  and  woolens  and  manufactured  cotton 
goods,  all  first-class  freight,  on  which  enough  was  earned 
to  enable  the  ship  to  go  out  in  ballast.  If  she  obtained 
a  return  cargo  at  any  paying  price  it  was  so  much  ad- 
ditional profit,  which  was  treated  by  vessel  owners  very 
much  as  railways  are  disposed  to  treat  what  they  call  new 
traffic.  Therefore,  as  ships  necessarily  came  to  New  York  to 
discharge  their  outward  cargoes,  they  loaded  here,  although 
port  charges  were  higher  here,  and  possibly  railway  charges  to 
this  point  were  higher  than  to  Philadelphia  and  Baltimore. 
It  was  the  hitherward  bound  traffic,  the  first-class  freight, 
which  determined  the  course  of  the  ship.  And  here  the  ship 
would  load  with  the  third  or  fourth-class  freight  which  it  took 
back.  The  falling  off  in  imports  has  changed  all  this.  The 
larger  part  of  the  sailing  vessels  come  out  here  in  ballast,  and 
must  earn  the  complete  expenses  of  the  round  trip  by  their 
freight  earnings  on  fourth-class  traffic  outward  bound.  It  is 
in  that  condition  of  things  that  a  change  of .  a  half  a  cent  a 
hundred  will,  precisely  as  upon  the  lakes,  divert  the  traffic 
from  one  port  to  another  and  divert  the  current  of  commerce. 
Hence  it  is  that  the  difference  of  six  or  even  sixteen  cents  a 
hundred  might  have  been  but  very  little  felt  by  New 
York  in  the  period  from  1855  to  1870,  whereas  a  cent  or  two 
cents  a  hundred  changed  the  current  of  trade  between  1875 
and  1880  from  New  York  to  Baltimore. 

Philadelphia  and  Baltimore  could  not  in  former  years  compete 
as  against  New  York,  when  the  ship  would  have  to  come  here 
to  discharge,  and  would  then  have  to  proceed  to  those  ports 
as  an  additional  voyage  for  the  outward  cargoes.  Before  the 
railways  which  ended  in  those  cities  had  completed  their  term- 
inal facilities,  the  vessel  never  could  count  upon  securing  a 
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homeward  bound  cargo  in^  any  city  except  New  York.  This 
made  New  York,  for  these  two  reasons,  a  favorite  port,  and 
probably  made  a  discrimination  down  to  1872  against  New 
York  of  not  only  two  and  three  cents  a  hundred,  but  probably 
10  or  15  cents  as  compared  with  Philadelphia  and  Baltimore 
of  little  consequence. 

Improvements  in  our  manufactures,  fostered  by  a  protective 
tariff,  the  diminution  of  prices  which  made  that  tariff  still 
more  protective  in  its  character;  reductions  in  the  rates  of  pro- 
fit at  which  business  is  done  the  world  over,  even  the  increase 
of  the  facilities  of  the  railways  of  Philadelphia  and  Baltimore, 
altered  this  condition  so  that  ships  coming  here  in  ballast  have 
no  longer  the  same  reason  for  selecting  the  port  of  New  York 
in  preference  to  the  other  ports,  and  can  therefore  be  char- 
tered at  the  same  rates  to  touch  at  any  pDrt  upou  the  Atlan- 
tic coast  above  Norfolk  and  at  the  same  rate  of  insurance. 

Another  change  was  brought  about  by  the  Atlantic  cable. 
Instead  of  our  outward  cargoes  going  to  fixed  points  by  the 
regular  lines  of  steamers  and  regular  lines  of  clipper  ships, 
cargoes  would  be  laden  at  Philadelphia,  Baltimore  or  New 
York  to  proceed  to  Cork  for  orders,  and  would  from  that  point, 
as  the  first  European  port  that  they  could  touch,  be  sent  to 
any  port  from  Cadiz  to  Bergen,  depending  upon  the  condition 
of  the  market  for  grain  in  any  country  between  Spain  and 
Norway. 

The  Atlantic  cable  also  very  largely  reduced  the  profits 
upon  transactions  ;  they  were  made  with  such  rapidity  and 
increased  so  much  in  volume  that  competition  reduced  the 
profit  to  a  minimum,  so  that  the  causes  which  always  pre- 
vailed upon  the  lakes  since  the  electric  telegraph  was  in  opera- 
tion for  land  service,  that  a  half  a  cent  a  hundred  would 
divert  the  traffic  from  one  port  to  another,  became  operative  as 
to  ocean  service,  and  therefore  a  difference  which  formerly  pre- 
vailed, of  six  to  twelve  cents  a  hundred,  if  you  please,  before  the 
cable  was  the  great  means  of  transmitting  orders  for  commo- 
dities between  the  continents,  was  a  slight  difference  compared 
with  a  difference  of  two  or  three  cents  a  hundred  when  the 
cable  reduced  profits  on  each  transaction  to  such  a  degree 
that  that  difference,  of  two  or  three  cents  a  hundred  consti- 
tutes a  commercial  profit  or  a  loss  ;  and  hence,  when  railway 
officers  come  before  this  Committee  and  believe  that  they  have 
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justified  the  conduct  of  railways  in  making  a  distinction  of  from 
two  to  sis  cents  a  hundred  as  against  New  York  now,  as  com- 
pared with  from  five  and  six  cents,  to  twelve  cents  a  hundred, 
ten  or  twelve  years  ago,  they  are  still  far  short  of  a  justifica- 
tion when  the  two  and  three  cents  a  hundred  to-day  is  in  its 
effect  upon  commercial  transactions  vastly  in  excess  of  the  five 
to  twelve  cents  a  hundred  a  decade  ago. 

Look  also  at  the  different  condition  under  which  merchants 
are  placed  in  the  City  of  New  York,  as  compared  with  the  sis- 
ter cities  of  Philadelphia  and  Baltimore. 

This  little  strip  of  land  of  Manhattan  Island  is  so  favorably 
located  for  purposes  of  commerce — for  water  communication, 
and  it  seemed  for  a  time  to  have  so  complete  a  monopoly  of 
the  commerce  of  the  northern  half  of  this  continent — that  the 
price  of  land  represented  in  great  part  a  capitalized  share  in 
the  profit  of  commercial  transactions  here,  and  every  spot 
which  could  be  used  for  commercial  purposes  represented  a 
rental  value  far  in  excess  of  corresponding  localities  in  neigh- 
boring cities. 

With  the  economies  introduced  by  the  railways  and  the 
competition  between  them  came  a  considerable  diversion  of 
the  commerce  from  the  lakes  and  the  canal  to  the  railway,  and 
so  long  as  the  railways  actively  competed  with  each  other,  New 
York  City  could  still  maintain  its  natural  advantage  over  other 
cities  by  affording  the  temptation  of  a  greater  return  load  to 
the  eastbound  freight  cars  by  westbound  first  class  traffic  to 
overcome  its  greater  milenge,  compared  with  Philadelphia  and 
Baltimore,  and  the  certainty  of  a  market  which  the  product 
of  the  west  would  find  in  the  harbor  of  New  York,  and  the 
certainty  of  ships  to  take  these  products  to  European  points. 
But  when  the  railways  arbitrarily  combined  for  the  purpose 
of  avoiding  competition,  to  place  New  York  upon  a  level 
with  Philadelphia  and  Baltimore,  it  placed  every  merchant 
who  held  a  lease  of  a  Broadway  warehouse  or  any  street  con- 
tiguous thereto  at  a  disadvantage  with  the  merchant  on  Walnut 
street  in  Philadelphia,  whose  rental  represented  but  half  the 
interest  on  values  of  property  at  Philadelphia,  or  with  the 
merchant  on  Baltimore  street,  Baltimore,  whose  rental  repre- 
sented probably  but  a  third  interest  on  the  value  of  an  equal 
amount  of  land. 

This  gave  to  the  competitor  in  Philadelphia  and  Baltimore 
52 


3938 

at  once  an  advantage  over  the  New  "York  competitor  which, 
were  it  not  for  the  maintenance  of  the  commerce  of  New  York 
by  the  canal  during  a  great  part  of  the  "year,  would  in  the  long 
run  bring  the  New  York  merchant  into  insolvency.  It  is  a 
mere  question  of  time  now,  if  our  protective  tariff  is  main- 
tained and  the  import  commerce  continues  to  be  kept  down  by 
the  growth  and  progress  of  our  own  manufacturing  industry, 
how  long  New  York  City  can  maintain  her  supremacy  against 
this  discrimination. 

Mr.  Vanderbilt  told  us,  and  so  did  Mr.  Blanchard,  that  in 
fixing  the  rates  from  two  to  six  cents  a  hundred  against  New 
York  they  were  largely  influenced  by  the  supposed  difference 
in  ocean  freights.  These  differences  no  longer  exist,  and  yet 
the  tariff  differences  of  the  railways  continue  to  exist. 

This  perpetual  wear  upon  the  commerce  of  New  York  must 
result  sooner  or  later  in  the  diversion  of  the  traffic  of  New 
York  to  her  neighboring  cities,  unless  we  have  the  wisdom  to 
devise  a  plan,  and  the  New  York  railways  the  wisdom  to 
accept  one,  which  ivill  prevent  this  continuing  discrimination 
against  us. 

Let  us  examine  the  special  effect  of  the  pooling  contracts  to 
divide  traffic  and  how  the  agreement  to  maintain  rates  and  dis- 
tance differences  bears  upon  New  York's  prosperity. 

T  answered  a  question  on  this  point  put  to  me  by  Mr.  Nim- 
mo,  the  Chief  of  the  Bureau  of  Statistics,  and  take  the  liberty 
to  quote  my  own  language  : 

"  I  believe  that  great  injustice  has  been  done  to  the  City  of 
New  York  by  the  compact  known  as  the  pooling  arrangement, 
entered  into  between  the  trunk  lines,  i.  t\,  the  New  York  Cen- 
tral, Baltimore  &  Ohio,  Erie,  and  the  Pennsylvania  Bailroads, 
the  details  of  which  are  doubtless  before  you,  in  auswer  to  in- 
quiries addressed  to  others,  and  which  I,  therefore,  do  not  set 
forth.  The  practical  result  of  this  arrangement  places  New 
York  upon  a  seeming  equality  with  its  neighboring  cities, 
Philadelphia  and  Baltimore,  by  the  handicapping  of  New 
York  with  an  arbitrary  additional  railroad  freight  charge, 
claimed  to  be  the  exact  equivalent  of  the  naturally  lower  ocean 
freight  charges  from  Liverpool  to  New  York,  as  compared  with 
such  neighboring  cities.  This  additional  charge  amounts  to 
an  average  of  from  "2  to  6  cents  a  hundred  on  all  classes  of 
freight.  The  justification  put  forth  by  the  New  York  lines  for 
this  additional  charge  is  the  greater  mileage  from  New  York  to 
the  western  distributing  cities  as  compared  with  the  distance 
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from  Philadelphia  or  Baltimore.  This  rate  leaves  out  of  sight 
the  better  gradient,  as  compared  with  all  its  southern  rivals,  of 
the  New  York  Central  .Railway,  aud  the  bulk  and  value  of  the 
business  which  the  City  of  New  York  gives  to  its  main  railway 
as  compared  with  what  its  rivals  receive  from  New  York's 
neighboring  cities.  The  burden  imposed  upon  New  York's 
citizens  by  this  railway  combination  quite  wipes  out  New 
York's  great  advantages  heretofore  derived  from  its  magnifi- 
cent harbor.  The  injustice  done  to  a  New  York  merchant  by 
this  arbitrary  equalization  can  best  be  illustrated  by  an 
example.  Let  us  suppose  that  five  years  ago  a  young 
man  had  placed  into  his  hands  $100,000  to  invest  in  busi- 
ners.  Knowing  the  commercial  supremacy  of  New  York 
City,  he  belieyea  it  to  be  of  a  permanent  character,  for 
the  reason,  1st,  That  New  York  City  has  a  harbor  far  superior 
to  that  of  any  other  city  on  the  Atlantic  seaboard.  2d,  That 
its  main  line  of  railway,  the  New  York  Central,  has  no  moun- 
tains to  cross,  and  therefore  its  superior  gradient  more  than 
makes  up  in  the  estimate  of  competent  engineers  for  the  in- 
creased mileage  to  Chicago,  as  compared  with  the  Pennsyl- 
vania and  Baltimore  &  Ohio  Railroads.  Railway  experts,  from 
Mr.  Pink  down,  have  told  him  that  volume  of  traffic  is  the 
main  element  upon  which  the  co$t  of  the  carriage  per  hundred 
per  mile  depends,  and  that  the  cheapness  or  expensiveness  of 
such  carriage  to  the  terminal  point  is  mainly  determined  by 
reducing  the  general  proportion  that  the  so-called  fixed  ex- 
penses of  a  railway  bear  to  the  operating  expenses  of  trains. 
In  all  these  elements  of  cost  of  freight  he  discovers  that  New 
York  City  has  enormous  advantages  over  its  rivals.  Moreover, 
he  finds  that  New  York  sends  back  more  full  cars  to  the  west 
than  any  other  city,  and  has,  therefore,  an  additional  reason 
for  reduced  charges  eastward ;  also,  that  it  sends  forward  a 
larger  proportion  of  "first-class,"  the  most  profitable  freight. 
He,  therefore,  determined  to  invest  his  hundred  thousand  dol- 
lars in  business  in  New  York  City.  As  these,  what  he  believes 
to  be  permanent  advantages  for  business  purposes  on  the  part 
of  the  City  of  New  York,  have  determined  the  value  of  its  real 
estate,  this  would-be  merchant  is  compelled  to  invest  in  the  pur- 
chase of  a  piece  of  property  for  business  purposes  at  a  much 
higher  rate  than  he  would  pay  for  a  like  piece  of  property  in 
Philadelphia  or  Baltimore.  He  pays,  we  will  say,  $10,000  for 
a  warehouse  wherein  to  I'd o  his  business,  or  he  takes  a  lease 
representing  in  rental  ai'capital  of  $40,000.  Half  that  sum  in- 
vested in  the  purchase,  or  half  the  interest  of  that  sum.  would 
lease  a  like  piece  of  property  in  Philadelphia  or  Baltimore. 
He  invests  his  money,  however,  in  New  York,  upon  the 
theory  that  its  permanent  advantages  are  not  wholly 
capitalized  in  the  excess  of  the  cost  of  the  property 
in  New  York,  as  compared  with  Philadelphia  and  Baltimore, 
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and  that,  for  that  reason,  the  nominally  dearer  is  still  the 
cheaper  property.  But  he  pays,  in  the  increased  price,  as 
compared  with  land  in  Philadelphia  and  Baltimore,  to  some 
degree,  an  equivalent  for  the  supposed  permanent  advantages 
of  New  York  over  neighboring  cities.  A  combination  of  rail- 
way companies  is  thereafter  made,  by  which  the  New  York 
railways  deliberately  overcome,  by  the  imposition  of  an 
additional  freight  charge,  by  agreement  with  the  railways 
to  other  ports,  the  natural  advantages  which  entered  into 
the  payment  of  the  purchase  of  this  property,  which  freight 
charge  is  sufficiently  great  to  level  New  York  down  to  an 
equality  with  her  neighboring  cities.  By  this  means  New 
York's  superior  advantages  are  destroyed,  and  all  that  part  of 
the  value  of  the  investment  of  our  young  merchant,  as  to  every 
single  dollar  he  paid  more  than  he  could  have  obtained  a  like 
piece  of  property  for  in  Philadelphia  or  Baltimore,  is  annihi- 
lated, and  he  is  placed  at  a  permanent  disadvantage,  compared 
with  competitors  in  those  cities,  who,  with  a  smaller  invest- 
ment of  capital,  are  enabled  to  do  the  same  business. 

If  the  New  York  merchant  has  borrowed  the  money  with 
which  to  purchase  the  property,  this  destruction  of  value  may 
ruin  him  ;  hence  a  pooling  which  places  New  York  upon  an 
equality  with  her  sister  seaboard  cities  is  an  unjust  discrimina- 
tion against  New  York's  natural  advantages,  and  operates  op- 
pressively upon  all  the  merchants  who  do  business  in  the  City  of 
New  York,  because  their  investments  in  real  estate  or  leases  are 
all  based  upon  a  valuation  arising  from  such  natural  advantages. 
To  illustrate  still  farther  the  injustice  of  this,  let  lis  suppose 
a  case  resulting  in  a  like  equalization,  made  as  against  a  rail- 
way company  by  artificial  means  to  neutralize  its  natural 
advantages.  The  New  York  Central  Railway  has  just  such 
great  natural  advantages  of  a  better  gradient  over  the  Erie 
Railroad,  hence,  quite  independent  of  its  enormous  local 
traffic,  it  can  permanently  charge  a  less  sum  of  money  for 
carriage  of  freight,  and  yet  get  the  same  interest  on  cost ;  this 
permanent  advantage,  among  a  number  of  others,  is  repre- 
sented in  an  increased  value  of  the  stock  of  the  line  of  the  New 
York  Central  Railroad,  as  compared  with  the  Erie's  stock.  All 
of  Mr.Vanderbilt's  money  investments  in  New  York  Central  stock 
were,  it  is  fair  to  assume,  based  upon  a  careful  consideration  of 
the  increased  permanent  value  of  his  line  arising  from  the  ad- 
vantage of  the  absence  of  the  Allegheny  Mountains  across  his 
path.  If  the  Legislature  of  the  State  of  New  York  were,  for 
the  purpose  of  counteracting  this  natural  advantage,  and  to 
place  the  New  York  Central  upon  a  level  with  the  Erie  Rail- 
way, to  enact  that  the  New  York  Central  Railway  shall  build 
a  series  of  curves  between  Albany  and  Buffalo,  which  shall  in 
their  effect  artificially  produce  a  gradient  of  16^  feet  per  mile 
Ithat  of  the  Erie),  instead  of  less  than  six  feet  gradient  of  the 
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Central,  it  is  quite  clear  that  at  one  blow  tbe  whole  of  the 
value  of  Mr.  Vauderbilt's  investment  in  dollars  and  cents,  in  so 
far  as  such  investment  represents  the  natural  advantages  of 
gradient,  is  completely  wiped  out.  This  is  precisely  what  has 
been  done  by  the  New  York  Central  and  Erie  Eailways,  as  to 
the  real  property  of  New  York  City  by  the  compact  called  the 
pooling  arrangement.  The  commerce  of  New  York  is  deprived 
of  the  natural  and  permanent  advantages  to  which  it  is  en- 
titled by  its  harbor,  the  absence  of  mountains  in  central  New 
York,  the  volume  of  its  traffic,  and  the  density  of  the  popula- 
tion of  the  State.  What  is  a  seeming  equalization  is  in  point 
of  fact  a  leveling  down  of  the  city  having  such  natural  ad- 
vantages to  the  condition  of  its  lees  favored  rivals.  It  is  handi- 
capping the  best  horse,  and  New  York  by  the  pooling  arrange- 
ment has  been  thus  handicapped.  A  New  Yorker  may  justly 
feel  aggrieved  at  such  a  process,  even  if  there  were  such  a 
difference  in  rates  of  ocean  freights  as  this  pooling  freight  table 
presupposes.         *        *         * 

Hence  an  additional  freight  charge,  based  upon  a-supposed 
difference  of  ocean  freight  charges,  is  subjecting  New  York  to 
a  discriminating  rate,  which  in  time  must  prove  destructive  to 
her  commerce,  as  she  gets  no  benefit  from  her  larger  business ; 
no  benefit  from  the  absence  of  mountains  in  the  State,  nor  from 
the  large  local  traffic  which  she  gives  to  her  railway  ;  and  were 
it  not  that  the  Erie  Canal  preserves  to  a  degree  New  York's 
supremacy  her  condition  would  be  critical  indeed.  New  York's 
natural  advantages  have  been  capitalized  to  a  very  large  degreo 
and  are  in  the  coffers  of  private  individuals,  and  the  additional 
charge  is  an  additional  burden  imposed  upon  its  citizens  s^o  as 
to  lure  other  railways  into  a  combination  which  will  prevent 
railway  wars." 

Now  let  me  come  to  an  answer  to  the  "  let-me-alone  "  cry  of 
the  railway  manager  which  he  has  furnished  me  : 

When,  year  after  year,  I  sought  in  vain  to  secure  a  com- 
mission for  the  State  of  New  York,  the  Legislature  was  con- 
siderably influenced  by  an  argument  made  by  the  counsel  for 
the  railroads  that  it  was  not  necessary  to  have  the  intervention 
of  an  independent  body  of  men  to  supervise  a  private  business 
which  was  in  the  hands  of  citizens  who  understood  perfectly 
well  the  nature  of  their  business  and  its  interests,  and  who 
were  shrewd  and  sharp  enough  fein  carry  on  that  business 
successfully  without  either  a  set  of  hair-brained  philosophers, 
merchants,  lawyers,  or  legislators  to  teach  them  how  to  do  it. 

It  was  insisted  that  the  stockholders  did  not  ask  the  protec- 
tion of  the  Legislature,  and  that  the  general  public  had  such 
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protection,  in  the  intelligence  which  obtained  in  the  offices  of 
the  railways ;  and  that  the  general  interest  of  the  public  and 
the  interest  of  the  railways  was  harmonious,  inasmuch  as  the 
community  could  not  suffer  without  entailing  in  its  turn  suffer- 
ing upon  the  railway. 

Nothing  short  of  the  examination  to  which  the  railway 
officials  have  been  subjected  to  in  this  proceeding  could  have 
dissipated  the  illusion  which  couples  knowledge  with  power. 

Standabd  Oil. 

There  is  nothing  that  illustrates  the  shortsightedness  of 
railway  officials,  assuming  them  to  be  honest — the  mere  living 
for  the  day — the  utter  absence  of  anything  like  statesmanlike 
forecast — bo  much  as  that  chapter  of  railway  history  which 
is  known  as  the  "  Standard  Oil "  part  of  it. 

The  imbecility  of  the  conduct  of  railway  officials  in  that  par- 
ticular surpasses  even  the  venality  and  corruption  in  which 
the  Standard  Oil  business  took  its  start. 

Petroleum  is  found  in  two  districts,  now  known  as  the  lower 
and  upper  districts,  but  in  1872  there  was  but  one  —the  lower 
district — wholly  in  Western  Pennsylvania,  in  Venango,  Clarion 
and  Butler  Counties,  distant  about  450  miles  from  New  York, 
and  the  tariff  rate  on  crude  was  then  2.56  per  barrel,  and  on 
refined  2.92  per  barrel  from  the  collecting  points. 

A  few  speculators,  refiners  and  dealers  in  oil  combined  together 
to  obtain  special  advantages  from  the  railways,  and  through  the 
instrumentality  of  a  corporation  called  the  South  Improvement 
Company,  attempted,  in  January,  1872,  to  obtain  a  monopoly 
in  the  sale  of  a  product,  which  then  amounted,  in  crude,  to 
6,000,000  barrels  per  year,  and  in  refined  to  4,500,000  barrels 
per  year. 

The  men  who  organized  this  scheme  and  were  interested 
therein  are  William  Frew,  W.  P.  Logan,  John  P.  Logan,  Chas. 
Lockhart,  Eich'd  S.  Waring,  W.  G.  Warden,  O.  F.  Waring, 
P.  H.  Watson,  H.  M.  Flagler,  O.  H.  Payne,  Wm.  Eockefeller, 
J.  A.  Bostwick  and  John  D.  Eockefeller. 

The  first  outward  and  visible  sign  of  this  combination  to  the 
world  was  a  contiact  entered  into  between  the  New  York  Cen- 
tral Eailway,  the  Brie  Eailway,  the  Pennsylvania  Eailway  and 
the  South  Improvement  Company,  under  the  date  of  January 
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18th,  1872,  in  which  it  was  deliberately  agreed  as  follows : 
'•  That  the  railway  will  at  all  times  co-operate  as  far  as  it  le- 
gally may  with  the  South  Improvement  Company  to  maintain 
the  business  of  the  South  Improvement  Company  against  loss 
or  injury  by  competition,"  which,  of  course,  means  competition 
by  other  producers  and  other  refiners — not  the  competition 
with  the  railways,  because  we  have  it  in  evidence  that  at  that 
time  the  ouly  outlet  for  the  oil  was  these  trunk  lines  ;  that 
there  was  no  water  outlet  eastward  to  tide  water,  and  as  these 
contracts  were  simultaneously  made  with  all  the  trunk  lines, 
the  competition  here  referred  to  was  not  competition  of  the 
railways,  but  competition  between  the  respective  producers 
and  refiners  of  oil. 

But  we  are  not  left  to  conjecture.  The  shameless  fourth 
article  of  the  South  Improvement  Company  contract  says  in 
its  actual  words  that  the  object  of  it  is,  "  that  the  party  hereto 
of  the  first  part,  (the  South  Improvement  Company,)  may  keep 
up  a  remunerative  and  do  a  full  and  regular  business,  and  to 
that  end  the  railways  shall  lower  or  raise  the  gross  rates  of 
transportation  over  their  railroads  and  connections  as  far  as 
it  legally  may  for  such  times  and  to  such  extent  as  may  be 
necessary  to  overcome  such  compdition — the  rebates  and  draw- 
backs to  the  party  of  the  first  part  to  be  varied  pari  passu  with 
the  gross  rates." 

The  6th  article  proceeds  to  say :  "  That  the,  gross  rates  of 
freight  to  the  South  Improvement  Company  shall  at  all  times 
be  kept  as  near  to  the  net  rates  as  is  consistent  with  the  inter- 
est of  the  South  Improvement  Company,  and  that  whenever  in 
the  judgment  of  said  South  Improvement  Company  it  is  ex- 
pedient to  lower  the  rebate  below  the  rate  above  specified,  it 
may  do  so,  and  from  time  to  time  raise  the  same  again,  not, 
however,  above  the  rate  hereinbefore  specified.  The  party 
hereto  of  the  first  part  (the  South  Improvement  Company) 
from  time  to  time  shall  notify  the  railway  in  writing  of  the 
change  required,  whereupon  the  railway  shall  forthwith  make 
a  corresponding  change  of  such  gross  rates." 

How  long  this  contract  lasted,  is  of  no  consequence.  That  it 
was  made,  and  that,  too,  by  the  present  managers  of  the  great 
trunk  lines  in  great  part,  is  of  great  moment.  Here  is  a  logical 
outcome  of  the  special  rate  business,  and  no  example  can  be 
-afforded  in  which  the  special  rate,  from  its  inception  to  its  cul- 
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minating  consequences,  can  so  profitably  be  studied  as  in  the 
history  of  the  Standard  Oil  combination. 

It  began  with  a  corrupt  bargain  between  Harley,  Bostwick, 
Fisk,  and  Gould.  It  continued  through  the  form  of  the  South 
Improvement  Company,  because  by  that  time  the  combination 
had  become  sufficiently  powerful  to  dictate  terms  to  the  various 
trunk  lines,  and  the  trunk  lines  had  already  determined  to  give 
to  certain  people  facilities  through  the  instrumentality  of  freight 
charges  to  crush  out  a'l  opposition,  so  that  they  might  consti- 
tute themselves  practically  the  sole  purchasers  and  purveyors 
of  oil,  and  deliberately  to  overcome  and  destroy  all  the  pro- 
duction of  oil  not  tributary  to  the  South  Improvement  Com- 
pany, and  all  selling  and  all  refining  of  oil  not  tributary  to  it  ; 
and  it  culminated  in  the  recognition  on  the  part  of  the  railway 
of  its  power  to  use  the  railway  freight  charge  as  an  instrument 
destructive  of  the  industries  of  great  numbers  of  people  for 
the  purpose  of  building  up  and  concentrating,  in  the  hands  of 
a  particular  junta,  a  vast  and  profitable  business. 

If  these  contracts  were  made  by  the  railroad  officials  in  good 
faith,  they  aro  an  evidence  of  imbecility  so  great  as  to  justify 
not  a  raihvay  commission  alone,  but  a.  commission  de  lunativo  for 
the  officers  of  the  railway  corporations.  Foolish,  shortsighted 
people,  not  to  have  foreseen  that,  such  a  monopoly  when 
created  would  inevitably  dictate  terms  to  the  railways,  and 
become  a  modern  Frankenstein,  a  monster  that  would  plague 
its  own  inventors.  And  so  it  has  turned  out.  The  existence 
of  this  corporation  created  ;i  clamor  which  extended  over  three 
States.  A  committee  of  producers  came  to  New  York,  deter- 
mined to  break  up  these  contracts.  The  Legislature  of  Penn- 
sylvania was  moving.  The  charter  of  the  South  Improvement 
Company  was  repealed,  and  the  men  who  formed  the  South 
Improvement  Company  felt  that  they  could  not  so  shamelessly 
brave  public  opinion  as  they  had  attempted  to  do  through  the 
form  of  an  open  contract  with  the  railways  without  a  refinery  in 
their  hands  or  a  well  in  their  possession. 

Therefore  a  new  device  had  to  be  excogitated  ;  and  the 
same  men  who  had  organized  the  South  Improvement  Com- 
pany bought  out  the  Standard  Oil  Company  of  Cleveland, 
which  had  started  three  or  four  years  before  with  a  capital  of 
a  hundred  thousand  dollars,  but  which  had  been  increased  by 
that  time  in  the  hands  of  the  Rockefellers  to  some  consider- 
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able  magnitude,  but  was  by  no  means  the  largest  refinery  in  the 
country ;  and  the  Standard  Oil  Company's  refinery  at  Pitts- 
burgh with  its  capital  of  less  than  a  hundred  thousand  dollars ; 
and  they  determined  now,  upon  the  basis  of  having  actual  re- 
fineries, to  re-organize  and  rehabilitate  their  South  Improve- 
ment Company  contract  under  a  different  name. 

In  this  contract  of  the  South  Improvement  Company  for  the 
first  time  we  meet  with  the  term  "  common  points,"  as  desig- 
nating the  oil  gathering  points  in  the  oil  regions,  in  these 
terms : 

"  From  any  point  on  the  Oil  Creek  and  the  Alleghany  River 
Railroad  to  Oil  City,  Union,  Corry  or  Irvineton,  which  are 
herein  designated  as  common  points,  on  each  barrel  of  45  gal- 
lons in  bulk,  and  on  each  barrel  of  47  gallons  in  barrels,  30 
cents." 

and  the  rate  that  was  made  on  crude  petroleum  from  any 
common  point  to  Cleveland-  for  each  barrel  of  45  gallons 
was  80  cents ;  from  Cleveland  to  New  York,  $2  on  refined ; 
from  any  common  point  to  New  York,  $2.92  on  refined.  Thus, 
the  crude  was  taken  140  miles  west  to  Cleveland,  and  after 
being  refined  was  brought  past  the  oil  regions  again  to  New 
York  from  Cleveland  at  12  cents  less  than  a  refined  barrel  of 
oil  could  reach  Neaw  York  fro-n  the  oil  regions.  And  they 
agreed  to  deduct  the  refined  equivalent  of  the  crude  from  the 
crude  so  that  practically  the  barrel  of  refined  came  to  New  York  as 
though  it  came  from  the  ivell  refined. 

Now,  here  is  not  only  setting  at  nought  all  the  theory  of 
railway  classification  of  charging  ov  a  commodity  what  it  will 
bear  by  reason  of  its  increased  value,  but  is  placing  the  re- 
fineries at  Cleveland  in  a  better  position  than  those  situated 
at  the  mouth  of  the  well. 

From  these  rates  there  were  agreed  rebates,  which  run  as 
follows  : 

"  ON     THE   TRANSPORTATION     OK     REFINED    OIL,    BENZINE,  AND    OTHER    PRODUCTS   Of'  THE 
MANUFACTURE    OF    PETROLEUM. 

From  the  gross  rates  from  Pittsburg  to  New  York,  a  rebate  per  bbl.  of 

«  "  "                "        Philadelphia  "  " 

..  »  "                "        Baltimore,  "  " 

•i  "  "    Cleveland  to  Boston,  "  " 

a  "  "                "        New  York  "  " 

«  <•  "                "        Philadelphia,  "  " 

.i  ••  "                 "         Baltimore,  "  " 

<>  "  Any  common  point  to  New  York,  "  " 

„  •■  "                "        Philadelphia,  "  -■■  , 

.<  "  "                "        Baltimore,  "  " 

ii  "  "                "        Boston,  "  " 
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From  the  gross  rates  from  Pittsburg,  Cleveland  and  other 
points  to  places  west  of  the  meridian  of  Pittsburg  and  Cleve- 
land, a  rebate  or  drawback  of  one-third  of  the  gross  rate  shall 
be  paid." 

This  was  followed  by  the  significant  agreement  that  the  rail- 
ways would  charge  to  other  parties  the  gross  rates  as  follows  : 

"  5.  To  charge  to  all  other  parties  (excepting  such  as  are 
referred  to  in  Article  yd)  for  the  transportation  of  petroleum 
and  its  products,  rates  which  shall  not  be  less  than  the  gross 
rates  above  specified." 

After  the  South  Improvement  Company  was  broken  up,  and 
the  members  of  i*;  had  purchased  out  the  Standard  Oil  Com- 
pany's works,  these  same  terms  and  rebates  were,  by  a  secret 
contract  or  understanding,  substantially  continued  to  the 
Standard  Oil  people. 

Still  there  was  some  freedom  left  in  the  movement  of  crude 
petroleum,  notwithstanding  these  rebates,  which  were  then 
rapidly  destroying  the  refineries  not  in  the  Standard  combina- 
tion, so  long  as  the  pipe  lines  remained  under  the  control  of 
producers  and  parties  independent  of  the  Standard  combina- 
tion. The  pipe  line,  as  the  Committee  will  remember,  not 
only  connects  the  mouth  of  the  well  with  the  railway,  but  per- 
forms for  the.  oil  producer  the  same  functions  that  the  elevator 
does  for  the  farmer,  it  stores  the  product,  issues  negotiable 
certificates,  and  gives  the  producer  the  option  of  an  immediate 
market  or  a  choice  of  time  when  he  choses  to  sell  It  was 
therefore  necossary,  with  the  view  of  obtaining  the  supremacy 
which  was  originally  contemplated  by  the  South  Improvement 
Company,  to  obtain  control  of  the  pipe  lines,  as  well  as  to 
destroy  refineries,  and  this  was  accomplished  by  the  logical 
results  of  the  Eutter  circular,  as  Mr.  Patterson  testifies. 

After  the  Eutter  circular  appeared  the  independent  pipe 
lines  died  off  like  sheep,  and  were  all  bought  up  by  the 
Standard  Oil  Company. 

The  circular  is  dated  September  9th,  1874,  and  is  with  un- 
important matter  left  out,  as  follows  : 

"  The  New  York  Central  &  Hudson  Eiver  Eailroad  Co. ) 
General  Freight  Agents'  Office,  Grand  Central  Depot,  ) 

New  York,  Sept,  9th,  1874. 

Dear  Sir, — Commencing  October  1st,  1874,  the  following 
rates  on  Eefined  and  Crude  oil  shall  govern  all  lines  : 

The  rates  on  Eefined  oil  from  all  refineries  at  Cleveland, 
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Titusville  and  elsewhere  in  and  adjacent  to  the  Oil  Eegion 

shall  be  as  follows  : 

*  *  *  *  *  *  * 

To  New  York,  $2  per  barrel. 

*  *  *  *  *  *  # 

From  which  shall  be  refunded  the  amount  paid  for  the  trans- 
portation of  crude  oil  by  rail  from  the  mouth  of  the  pipes  to 
the  said  refineries,  upon  the  basis  of  fourteen  barrels  of  crude 
oil  to  the  refineries  for  every  ten  barrels  of  refined  oil  for- 
warded by  rail  from  them  (the  refineries)  to  the  eastern  points 

named. 

*  *  #  *  *  *  # 

On  crude  oil  the  rates  from  all  initial  points  of  rail  ship- 
ments in  the  oil  regions  shall  be  as  follows  : 

*  *  *  *  *  *  # 

To  New  York,  $1.50  per  barrel. 

*  ■  *  *  *  *  # 

From  which  shall  be  refunded  twenty-two  cents  per  barrel, 
only  on  oil  coming  from  pipes  which  maintain  the  agreed  rates 

of  pipeage. 

*  *  *  *  #  #■  * 

You  will  observe  that  under  this  system  the  rate  is  even 
and  fair  to  all  parties,  preventing  one  locality  taking  advantage 
of  its  neighbor  by  reason  of  some  alleged  or  real  facility  it  may 

possess. 

*  *  *  *  *  *  * 

Respectfully  yours, 

J.  H.  Butter, 
Gen'l  Freight  Agent." 

This  brings  us  to  the  meaning  of  the  Butter  circular  as  the 
first  step  in  the  conspiracy  to  re-establish  the  South  Improve- 
ment Company  contract  after  the  popular  indignation  had 
driven  the  company  out  of  existence. 

Let  us  look  at  the  situation  at  that  time  as  the  railways  them- 
selves saw  fit  to  present  it  to  us  through  the  instrumentality  of 
Mr.  Scheide : 

(P.  2773 :) 

"  Q.  You  were  the  only  shipper  over  the  Erie  Bailroad  of 
crude  oil  ?     A.  Yes,  sir ;  practically. 

Q.  Where  did  you  ship  that  oil  to  ?     A.  To  Weehawken. 

(P.  2774 :) 

"  Q.  Why  were  you  shipping  over  the  Pennsylvania  Eoad 
and  not  over  the  Brie  ?  A.  For  the  reason  that  the  Pennsyl- 
vania was  most  eligibly  situated  for  our  purposes. 
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Q.  How  did  you  come,  then,  to  ship  over  the  Erie  at  all  ? 
A.  We  came  to  ship  over  the  Erie  because  of  what  we  con- 
sidered very  bad  treatment  on  the  part  of  the  Pennsylvania 
Eailroad. 

Q.  What  was  that  bad  treatment  that  you  received  at  the 
hands  of  the  Pennsylvania  Eoad  ?  A.  It  consisted,  princi- 
pally, in  a  discrimination  against  us  in  furnishing  us  with 
cars. 

Q.  They  refused  you  transportation  ?     A.  Yes,  sir. 

Q.  Were  they  refusing  you  transportation  in  the  interest  of 
the  combination?  A.  In  the  interest  of  a  peculiar  idea  that 
they  had,  that  all  shippers  should  be  placed  upon  the  same 
basis. 

Q.  And  in  consequence  of  that  peculiar  idea,  they  gave  to 
other  shippers  transportation  and  did  not  give  it  to  you  ?  A. 
Yes,  sir. 

(P.  2775  :) 

Q.  When  you  speak  of  their  "  shipper,"  in  the  singular,  do 
you  mean  that  you  were  their  sole  shipper,  as  you  subse- 
quently became  on  the  Erie  ?  A.  I  mean  we  had  better  rates 
of  freight  than  anybody  else  could  have  obtained  over  the 
Pennsylvania  Railroad  at  that  time. 

Q.  And  therefore  monopolized  the  business;  go  on?  A. 
And  the  consequence  is  that  in  consequence  of  this  change  in 
the  demand  that  when  there  comes  a  season  that  there  is  a 
little  money  in  it,  the  Pennsylvania  Railroad  would  encourage 
these  numerous  small  shippers,  who  would  come  iD,  and  they 
woiild  pro-rate  cars  with  them  ;  they  would  only  allow  us  to 
put  in  a  requisition  lor  a  certain  number  of  cars,  and  they 
would  allow  anybody  else,  an  entire  stranger,  a  man  who  never 
shipped  any  before,  to  put  in  aa  equal  requisition,  and  they 
would  pro-rate  with  him,  and  the  consequence  was  in  the  pay- 
ing business  we  were  out  and  the  unpaying  business  we  were 
in. 

Q.  And  you  left  it  ?     A.  Yes,  sir. 

Q.  Because  you  could  not  get  rates  better  than  other  peo- 
ple ?  A.  No,  sir ;  because  we  could  not  stand  it  ;  because  we 
were  losing  money. 

(Pp.  2778  and  2779  :) 

Q.  The  Erie  then  adopted  the  policy  that  the  Pennsylvania 
had  abandoned  in  your  case  with  Neyhart?     A.  Yes,  sir. 

Q.  You  became  the  exclusive  shipper  ?  A.  Practically  ;  yes, 
sir ;  excuse  me  one  moment ;  in  saying  I  was  the  exclusive 
.shipper  I  don't  mean  to  say  that  I  shipped  every  barrel  of 
crude  oil  that  came  over  the  road. 

Q.  The  bulk  of  the  traffic  was  put  into  your  hands?  A. 
Yes,  sir. 
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Q.  You  had  practically  all  the  cars  ?     A.  Yes,  sir. 

Q.  And  contracted,  the  cars  ahead?     A.  No,  sir. 

Q.  How  were  all  the  cars  placed  at  your  disposal  ?  A.  I  had 
better  explain  —I  did  explain  earlier  in  this  examination  that 
the  Erie  Railway  Company  only  reached  the  oil  regions  as 
they  were  at  that  time,  at  one  point,  and  that  was  at  Oil  City; 
they  had  a  broad  gauge ;  all  the  roads  through  the  regions  are 
narrow  gauge :  there  was  no  production  around  Oil  City  of 
any  account  whatever,  not  over  oOO  or  600  barrels  a  day,  and 
perhaps  not  as  much  as  that  ;  the  oil  had  to  be  brought  to 
the  Erie  Road  in  narrow  gauge  cars,  and  then  transferred  to 
broad  gauge-  cars ;  the  reason  why  the  Erie  was  compelled, 
therefore,  to  adopt  this  system  of  a  single  shipper  was  that  it 
would  not  have  paid  any  more  than  one  party  to  have  gone  to 
the  expense  of  building  cars,  and  of  building  means  of  trans- 
ferring the  oil  from  the  narrow  gauge  to  the  broad  gauge  ;  this 
we  did  after  leaving  the  Pennsylvania  Railroad,  and  the  reason 
why  we  did  not  leave  the  Pennsylvania  Railroad  before,  and 
the  reason  why  we  shipped  over  the  Pennsylvania  Railroad  in 
preference  to  the  Erie  was  that  the  expenses  at  the  region  end 
was  not  necessary  in  their  case. 

Q.  With  whom  did  you  make  the  arrangement  on  the  Erie 
Railroad  at  that  time  ?  A.  With  Mr.  Blanchard  and  Mr.  Dev- 
ereaux. 

Q.  General  Devereaux  representing  the  Atlantic  &  Great 
Western  ?     A.  Yes,  sir. 

Q.  You  then  began  negotiations  with  the  Erie  through  Mr. 
Blanchard,  this  Mr.  Blanchard  who  has  just  been  examining 
you?    A.  Yes,  sir. 

Q.  Did  you  state  to  them  that  you  wanted  this  sort  of  ex- 
clusive occupation  of  their  road  for  the  transhipment  of  oil? 
A.  I  don't  remember  that  I  did  ;  I  presume  that  that 

Q.  It  was  the  basis  of  negotiation,  wasn't  it?  A.  I  presume 
they  understood  it  because  theyiknew  we  would  have  to  go  to 
a  large  expense  in  fitting  up  facilities  for  doing  business  over 
their  linp. 

Q.  Was  not  the  American  Transfer  Company  then  deliver- 
ing oil  in  1875,  at  all  ?     A.  I  don't  think  so. 

(P.  2782  :) 

Q.  Now,  state  what  was  done ;  what  was  said  and  done  be- 
tween you  ?  A.  I  told  General  Devereaux  that  in  coming  to 
his  road,  we  came  because  we  were  dissatisfied  with  the  way 
transportation  was  afforded  us  on  the  Pennsylvania  Railroad, 
and  that  if  he  would  give  us  his  cais,  and  an  equitable  rate 
of  freight — we  didn't  ask  for  a  low  rate  and  did  not  get  as  low 
a  rate  at  that  time  from  the  Erie  Road,  as  we  had  had  from 
the  Pennsylvania  Road — that  we  would  agree  to  keep  those 
cars  running  constantly ;  we  did. 
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(P.  2785  :) 

Q.  Suppose  that  other  shippers  had  done  precisely  what 
you  did,  put  up  tank  cars,  and  delivered  to  the  Erie  Kailway 
at  Oil  City,  would  not  you  then  have  been  treated  precisely  as 
you  were  treated  on  the  Pennsylvania  if  they  had  given  the 
same  rate  to  everybody  else  and  the  same  facilities  of  trans- 
portation to  everybody  else  ?     A.  Yes,  sir. 

Q.  Then  you  would  have  left  the  Erie  ?     A.  Yes,  sir. 

Q.  So  that  the  condition  of  your  staying  on  the  Erie  was 
that  you  were  to  be  the  sole  shipper  at  a  special  rate  ?  A. 
That  we  were  to  be  the  sole  shipper  ;  yes,  sir. 

Q.  At  a  special  rate  ?     A.  No,  sir. 

Q.  Didn't  you  provide  that  you  were  to  have  a  rate  special 
to  yourselves  ?    A.  We  didn't  ask  for  anybody  else's  rate. 

Q.  Didn't  you  provide  for  a  rate  which  was  impliedly  under- 
stood at  all  events,  if  not  expressed  that  no  one  else  was  to 
get  ?  A.  I  did  not  really  think  it  my  business  to  go  around 
getting  rates  for  anybody  else. 

The  Chairman — His  answer  that  they  were  to  be  exclusive 
shippers  covers  that  ;  there  could  not  be  but  one  rate. 

Mr.  Shipman  —  I  take  it  it  was  the  fact  that  they  were  the 
exclusive  shippers,  and  would  have  been  any  way. 

The  Witness — There  was  nobody  else  to  have  it  at  that 
time  ;  allow  me  to  state,  the  Erie  Railway  Company,  up  to  the 
time  that  we  shipped,  had  no  shipper ;  from  the  winter  of 
1871  and  1872,  when  the  Gould,  Fisk  and  Harley  crowd  went 
out,  they  did  not  ship  any  crude  oil  of  any  account  until  we 
began  with  them ;  there  was  not  anybody  that  would  go  near 
them  ;  there  was  this  expense  of  starting  up  making  connec- 
tions for  them,  and  nobody  else  would  go  to  that  expense  for 
the  business. 

(PP.  2787  and  2788  :) 
By  Mr.  Stekne  : 

Q.  Was  your  business  a  profitable  business  in  1875,  when 
you  sold  out  ?    A.  Yes,  sir  ;  fairly  profitable. 

Q.  Had  it  ceased  to  be  as  profitable  as  it  had  been  thereto- 
fore ?     A.  Yes,  sir. 

Q.  What  reason  was  there  for  that?  A.  The  reason  for 
that  was  that  the  refining  business  in  the  City  of  New  York 
had  been  largely  bought  up  by  the  Standard  Oil  Company  so 
that  we  had  no  customers  that  we  could  rely  on. 

Q.  Therefore  the  crude  shipment  had  necessarily  to  cease? 
A.  Yes,  sir. 

Q.  So  you  would  have  been  dried  up  in  any  event  if  you  had 
not  sold  out?  A.  It  has  proved  that  we  would  not,  but  it 
looked  so. 

Q.  It  looked  so  to  you  then  ?     A.  Yes,  sir. 
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Q.  That  the  Standard  Oil's  absorption  of  the  refineries 
would  dry  you  up  ?  A.  They  had  bought  the  refineries,  and, 
of  course,  they  would  not  buy  oil  from  us,  they  would  bring  it 
themselves. 

Q.  Over  what  roads  were  the  Standard  Oil  Company  then 
shipping  ;  they  were  excluded  from  the  Erie,  you  say  ?  A.  In 
crude  oil ;  yes,  sir. 

Q.  Through  what  channel  were  they  shipping  their  crude 
oil  ?.     A.  Over  the  other  two  roads, 

Q.  The  New  York  Central  ?  A.  The  New  York  Central  and 
the  Pennsylvania. 

Q.  Had  they  exclusive  possession  of  the  New  York  Central 
at  that  time  ?  A.  I  don't  know  anything  about  the  New  York 
Central. 

Q.  Don't  you  know  from  the  course  of  trade  and  from  your 
knowledge  of  the  business  that  they  had  exclusive  possession 
of  the  New  York  Central  Road  at  that  time  for  the  shipment 
of  crude  oil?  A.  The  New  York  Central  never  owned  any 
crude  petroleum  cars,  and  consequently  they  could  not  haul 
anybody's  oil  who  did  not  have  cars  to  put  it  in. 

Q.  They  did  not  haul  anybody's  cars  except  the  Standard 
cars  ?     A.  Yes,  sir. 

Q.  That  is  true,  is  it?  A.  Yes,  sir;  they  did  haul  other 
cars  ;  they  haul  anybody's  cars — anybody  that  had  cars. 

Q.  Who  ?     A.  I  guess  forty  or  fifty  different  parties. 

Q.  Do  you  know  parties  who  had  cars  that  were  not  in  the 
Standard  Oil  arrangement  that  were  hauled  over  the  NewYork 
Central  at  that  time?  A.  Yes,  sir  ;  the  local  refiners  in' central 
New  York  and  Boston  and  New  England  ;  the  New  York  Cen- 
tral hauled  all  their  cars. 

Q.  To  New  York  City?  A.  No,  sir;  I  don't  know  anybody 
that  shipped  to  New  York  City  except  Mr.  Bostwick. 

Q.  When  you  sold  out  to  the  Standard A.  Excuse  me, 

I  didn't  sell  to  the  Standard. 

Q.  To  Charles  Pratt  &  Co.  ?     A.  Yes,  sir. 

Q.  You  had  interviews,  you  said,  however,  with  Mr.  Rocke- 
feller in  reference  to  that  sale  ?  A.  No,  sir ;  I  did  not  say 
anything  of  the  kind,  because  I  did  not  have  any  such  inter- 
view. 

Q.  With  whom  did  you  conduct  your  negotiation  with  refer- 
ence to  the  sale  of  J  your  establishment?     A.  With  Mr.  Pratt. 

Q.  When  you  sold,  what  did  you  sell  ?  A.  I  sold  our  cars 
and  our  shipping  facilities  at  Oil  City,  that  is  all ;  we  got  just 
what  it  cost  us  to  put  those  facilities  there. 

Q.  $41,000  ?     A.  $49,000,  I  think  it  was. 

Q.  They  paid  you  that  ?     A.  Yes,  sir. 

Q.  And  then  they  took  possession  of  those  facilities,  did 
they?     A.  Yes,  sir. 

Q,  And  they  have  carried  on  business  ever  since,  and  they 
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are  the  exclusive  shippers,  as  you  were  before  ?  A.  I  don't 
know  anything  about  their  business  ;  I  presume  they  are. 

Q.  You  say  your  negotiations  were  with  Mr.  Pratt?  A. 
Mr.  Pratt,  at  that  time,  was  not  known  to  be  connected  with, 
the  Standard  Oil  Company. 

Q.  But  you  know  since  that  he  was  connected  with  it  at  that 
time  ?     A.  Yes,  I  do. 

Q.  That  at  that  time  he  was  already  in  connection  with 
them  ?     A.   Yes,  sir. 

Q.  Didn't  you  make  an  effort  to  maintain  your  business 
when  you  found  that  the  Standard  Oil  Company  was  buying 
up  the  New  York  refineries  ;  to  find  another  outlet  for  your 
oil?     A.  No,  sir." 

In  face  of  these  statements  that  Neyhardt  was  the  only  ship- 
per, how  ingenious  was  the  question  put  by  Mr.  Blanchard  on 
page  2,773. 

"  Q.  Did  you.  at  any  time,  have  any  reason  to  believe  that 
the  Erie  Company  was  discriminating  in  favor  of  the  Standard 
or  not,  placing  you  upon  an  equality  with  all  other  shippers  in 
every  respect,  both  as  to  furnishing  cars,  transportation  and 
yardage  ?  A.  I  don't  think  we  ever  hau  anything  to  complain 
of,  of  the  Erie  Railroad's  treatment  of  us." 

And  here  let  me  draw  your  attention  to  the  testimony  of 
Mr.  Bernheimer  as  to  the  condition  of  the  trade  and  the  posi- 
tion of  the  independent  refiner  in  it,  down  to  the  period  of 
1875. 

Early  in  1860  or  1861,  the  refinery  with  which  Mr.  Bern- 
heimer was  connected,  was  established  as  a  copartnership,  had 
possession  of  works  at  Greenpoint,  Long  Island.  They  were 
in  business  long  before  the  Standard  were  in  it ;  they  refined 
oil  as  well  as  the  Standard  refined  it,  and  they  had  command 
of  at  least  as  much  capital  as  anybody  connected  with  the 
Standard  Oil  Company  could  by  any  possibility  have  com- 
manded, except  through  the  instrumentality  of  the  wealth 
which  was  accumulated  in  recent  years  by  a  few  individuals 
connected  with  the  Standard  combination  through  their  special 
freight  advantages. 

Messrs.  I.  &  S.  Bernheimer  are  well  known  merchants  in  the 
City  of  New  York,  who  retired  from  active  business  many 
years  ago,  with  an  accumulated  capital  of  several  millions  of 
dollars.     They  then  engaged  in  oil  refining. 

They  were  ready  to  follow  it,  as  Mr.  Bernheimer  stated  upon 
the   witness  stand,  with  as  much  capital  as  was  needed,  be- 
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cause  it  was  an  excellent  business  and  would  have  remained  so 
if  the  railroads  had  not  ruined  their  own  incomes  and  that  of 
all  outside  refiners,  at  one  and  the  same  time. 

The  Oleophine  Oil  Works  grew,  until  1872,  in  influence  and 
power,  and  then  Messrs.  Bernheimer  discovered  that  they 
could  no  longer  do  business  at  a  profit,  not  because  they  could 
not  refine  as  well  as  anybody  else,  nor  because  they  could  not 
purchase  as  well  as  auybody  else  in  the  oil  regions,  but  be- 
cause they  could  not  make  as  good  terms  with  the  railways  as 
other  people,  although  they  were  car  load  and  train  load  ship- 
pers. 

Mr.  Bernheimer  testifies  that  he  was  willing  to  enter  into 
arrangements  to  guarantee  the  railways  as  large  shipments  as 
the  Standard,  if  the  railways  would  agree  to  put  him  and  the 
refiners  outside  of  the  Standard  monopoly,  upon  a  par  with 
Standard's  rates  over  other  lines.  That  was  denied.  He  con- 
tinued his  business  at  a  loss  down  to  1875,  and  then  felt  con- 
strained to  sell  out,  through  the  instrumentality  of  Rockefeller, 
to  Charles  Pratt  &  Co.,  one  of  the  aliases  of  the  Standard  com- 
bination, and  thus  the  Oleophine  Oil  Company,  one  of  the 
largest  and  most  successful  refineries  in  the  Unite  J  States,  situ- 
ated in  the  State  of  New  York,  passed  out  of  existence  as  an 
independent  organization. 

By  that  time  the  Standard  Oil  Company  had  already,  under 
the  form  of  secret  rebates  and  drawbacks,  absorbed  a  large 
proportion  of  the  property  of  other  people  (because  a  rebate 
or  drawback  not  common  to  the  general  community  is  in  its 
nature  and  essence  the  absorption  of  the  profits  of  other 
people),  and  onCe  more  the  South  Improvement  Company  con- 
tract was  in  existence  in  spirit  if  not  in  terms.  Every  one 
except  the  Standard  must  be  crushed  out  of  business,  and  that 
for  the  interest  of  the  Standard  Oil  combination. 

By  that  time  Bostwick  had  possession  of  the  Erie  Oil 
Docks  at  Weehawken,  the  terminal  oil  depot  of  that  rail- 
way ;  he  had  possession  of  the  New  York  Central  Railway 
Company's  Oil  Depot.  The  New  York  Central  Railway  Com- 
pany, with  all  its  capital,  pretended  that  it  had  not  a  dollar  to  put 
into  an  oil  tank  car,  although  this  traffic  was  of  sufficient  im- 
portance to  justify  the  building  of  a  special  railway  by  the  com- 
pany to  obtain  a  part  of.it,  but  it  relied  wholly  and  completely 
jupon  the  Standard's  cars  fpr  the  transportation  of  that  product, 
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The  Erie  Railway  Company,  which,  through  its  connection 
with  the  Atlantic  &  Great  Western,  had  considerable  control  of 
the  oil  business,  would  not  put  money  enough  into  building 
oil  cars  to  enable  it  to  do  the  necessary  traffic,  but  allowed  the 
Standard  Oil  Company  to  put  cars  upon  the  track,  and  gave 
them  a  mileage  contract  which  enable  them  to  pay  back  the 
value  of  their  car  in  less  than  three  years.  For  a  time  the 
Standard  shipped  no  oil  over  the  Erie.  At  that  time  Mr.  Ney- 
hardt  was  the  only  shipper  ;  and  Mr.  Scheide  was  produced,  on 
the  part  of  the  Erie  Railway  Company,  as  a  witness,  to  show 
that  he  was  treated  fairly — had  no  discriminations  to  complain 
of.  Forsooth,  he  was  at  that  time  the  Erie's  Standard,  and  he 
had  no  hesitation  in  saying  so. 

So  demoralized  had  the  oil  business  become  between  1872 
and  1874  that  it  was  already  considered  an  exceptional  condi- 
tion for  shippers  to  be  treated  alike,  and  a  source  of  complaint 
on  the  part  of  him  who  had  been  placed  on  a  level  with  others, 

Then  with  the  selling  out  of  Neyhardt,  the  Standard  had 
a  monopoly  of  shipments  to  tide-water  at  New  York.  By  that 
time  the  Standard  Company  had  grown  to  be  a  great  monopo- 
list, and  had  in  the  purchase  and  dismantling  of  many  re- 
fineries become  largely  the  master  of  the  crude  production  and 
exclusive  refiner  in  the  oil  regions. 

A  change,  however,  was  threatened  by  the  use  of  the  power 
of  the  Pennsylvania  Railroad  Company  to  build  up  a  rival  to 
the  Standard  in  the  Empire  Transportation  Company.  The 
Empire  Transportation  Company  was,  as  the  Committee  is 
probably  aware,  a  fast  freight  line— not  co-operative  in  char- 
acter— in  which  some  persons  connected  with  the  Pennsylvania 
Railroad  Company  were  interested.  It  was  the  oil  business 
agent  of  the  Pennsylvania  Railroad  Company,  and  owned  many 
pipe  lines  in  all  parts  of  the  oil  regions,  and  were  large  pur- 
chasers of  oil  from  the  wells.  It  started  refineries  in  Jersey 
City  and  at  Philadelphia,  and  as  it  had  control  of  the  oil  busi- 
ness of  the  Pennsylvania  Railroad,  it  thus  made  to  itself  living 
rates. 

.  Then  commenced  a  contest  to  drive  the  Empire  Transpor- 
tation Company  out  of  the  business  of  refining.  We  have 
before  us  Mr.  Cassatt's  testimony ;  we  have  heard  Mr.  Blanch- 
ard,  and  we  can  draw  our  own  inferences  from  the  facts.  I 
say  it  is  wholly  an  idle   pretense  for  the  New  York  railway 
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companies  to  claim  that  their  indignation  against  the  Penn- 
sylvania Company  arose  from  the  fact  that  the  Pennsylvania 
Company  was  indirectly  a  refiner.  It  was  none  of  their  busi- 
ness whether  the  Pennsylvania  Company  was  a  refiner  or  not. 
Whether  the  Pennsylvania  Company  was  acting  beyond  the 
powers  of  its  corporate  capacity  and  entering  into  manufac- 
turing was  a  matter  with  which  the  New  York  companies  had 
no  concern.  This  objection  comes  with  particularly  bad  grace 
from  the  Erie,  which  is  a  coal  miner,  a  dock  company,  a 
steamboat  company  and  McHenry's  and  Barlow's  stock  broker. 
It  was  the  fight  of  the  Standard  Oil  combination  against  the 
Empire  Transportation  Company,  which  was  carried  on 
through  the  instrumentality  of  the  New  York  railways  ou 
the  one  side,  and  the  Pennsylvania  Eailroad  Company  on 
the  other,  in  which  our  two  corporations,  and  that  one  Penn- 
sylvania corporation  were  carrying  on  the  contest  for  private 
parties  behind  them,  and  not  for  themselves.  It  was  not  a 
carrying  contest,  but  a  contest  between  two  manufacturers,  the 
one  to  drive  the  other  out  of  existence,  and  so  it  resulted.  The 
New  York  companies  prevailed.  The  Empire  went  to  the  wall. 
Its  pipe  lines  and  its  effects  and  its  refineries  passed  into  the 
hands  Of  the  Standard  Oil  Company  for  a  million  dollars  in 
cash,  and  the  one  great'  competitive  refiner  remaining  was 
driven  out  of  existence,  as  the  result  of  that  contest. 

It  is  shown  that  this  destruction  of  the  only  rival  refinery 
of  magnitude  in  this  country,  resulted  not  only  in  additional 
power  to  this  monopoly  but  threatened  a  very  serious  injury 
to  the  business  in  so  far  as  European  export  was  concerned  by 
reason  of  the  deterioration  in  quality  of  the  oil  which  was 
thereupon  exported  to  Europe  by  this  monopoly.   , 

Like  all  monopolies,  it  relied  not  upon  the  excellence  of  the 
product  for  a  market,  but  upon  being  able  to  control  the  manu- 
facture. 

It  is  pretended  or  it  may  be  pretended  that  this  driving  out 
of  existence  of  the  Empire'  Transportation  Company  was 
simply  incidental  to  a  railway  contest  as  to  rates.  Our  railway 
officials  confess  that  they  did  not  know  at  what  rates  the 
others  were  carrying ;  that  they  did  not  care  at  what  rates 
the  others  were  carrying.  Mr.  Cassatt  testified  as  to  the 
Empire  Transportation  Company ;  he  wanted  it  and  a  few  out- 
side" refiners  to  live  as  against  the  Standard "  Oil  Company. 
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The  New  York  companies  were  carrying  on  the  contest  for  the 
Standard  ;  they  were  as  much  in  the  daik  as  the  Pennsylvania 
Company  was  as  to  the  rates  at  which  the  other  was  carrying, 
and  the  business  had  to  find  an  outlet  through  these  various 
trunk  lines ;  there  was  none  other,  and  hence  the  competition 
between  them  was  not  for  the  business,  but  as  before  observed, 
for  the  powers  behind  them,  in  whose  behalf  the  contest  was 
made.  The  conditions  under  which  the  sales  were  made  are 
detailed  by  Mr.  Cassatt. 

He,  the  Vice-President  of  the  Pennsylvania  Railrond 
Company,  in  his  testimony,  taken  in  Pennsylvania  in  the 
case  of  the  Commonwealth  of  Pennsylvania  vs.  Pennsylvania 
Railroad  Company,  stated  that  a  meeting  of  the  representa- 
tives of  the  Standard  Oil  Company  and  of  the  Pennsylvania 
Railroad  Company  took  place  in  September,  1877,  in  reference 
to  the  cessation  of  the  contest  between  the  Standard  Oil  Com- 
pany and  the  Empire  Transportation  Company. 

He  said  that,  in  the  discussion,  "  they  (the  Standard)  insisted 
that  they  could  not  make  any  arrangement  with  us  lor  the 
transportation  of  their  oil  so  long  as  that  transportation  was 
carried  on  by  an  organization  which  was  their  rival  in  the  re- 
fining business.  They  insisted  that  the  first  step  towards 
making  a  specific  contract  with  them  must  be  that  we  or  our 
representatives  in  the  oil  business  must  go  out  of  the  refining 
business.  In  that  they  were  supported  by  the  New  York 
Central  Railroad,  the  Erie  Railroad,  and  by  the  Baltimore  & 
Ohio  Railroad ;  all  of  which  companies  looked  with  a  great 
deal  of  jealousy  upon  our  having  any  control  of  the  refining 
interest  which  we  had  through  the  Empire  Line.  They  claimed 
it  was  not  our  legitimate  business,  and  that  it  gave  us  a  con- 
trol of  the  business  they  did  not  have,  and  it  ivas  a  constant 
menace  to  them." 

Mr.  Cassatt  stated  that  he  had  no  doubt  that  the  United 
Pipe  Line  was  at  the  time  of  these  negotiations,  co-operating 
with  the  Standard  Oil  Company. 

He  was  asked  to  state  what  the  Standard  insisted  upon  as 
a  condition  for  coming  on  the  Pennsylvania  Road,  and  he  an- 
swered, "  They  insisted  that  the  first  condition  of  their  coming 
back  on  our  line  to  ship  oil  over  our  road  must  be  that  the 
Empire  Transportation,  which  company  did  all  our  oil  busi- 
ness, represented  us  in. the  oil  business,  must  cease  the  rerin- 
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ing  of  oil  in  competition  with  them.  The  Empire  Transporta- 
tion Company  objected  to  going  out  of  the  refining  business, 
and  called  upon  us  to  buy  them  out,  and  close  their  contract. 
They  said  they  would  prefer  to  be  bought  out,  and  go  out  of 
the  business  entirely,  rather  than  to  go  out  of  the  refining  busv- 
ness."  That  is,  the  Standard  insisted  that  they  should  cease 
to  refine  oil  as  a  rival  of  theirs,  in  which  insistance  they  were  . 
supported  by  the  trunk  lines. 

"  Mr.  Vanderbilt,  on  many  occasions  objected  to  our 
having  any  interest,  directly  or  indirectly,  in  the  business. 
Mr.  Jewett  took  the  same  position.  Both  on  many  occa- 
sions strongly  objected  to  our  company,  directly  or  indirectly, 
or  through  any  of  its  agencies,  being  interested  in  the  refining 
business;  so  did  the  Baltimore  &  Ohio  Bailroad  through  Mr. 
King,  Mr.  Garrett  and  others  at  various  times." 

He  goes  on  to  testify  that  the  question  then  came  up  as  to 
who  should  buy  the  plant  of  the  Empire  Transportation  Com- 
pany. The  Standard  wanted  the  Pennsylvania  Company  to 
buy  the  Pipe  Lines  ;  but  it  resulted  in  the  Standard  buying 
the  Pipe  Lines  and  the  refining  property.  They  bought  it 
direct  from  the  Empire  Transportation  Company.  Mr.  John 
D.  Kockefeller  and  Mr.  Flagler  represented  the  Standard  in 
these  negotiations. 

Now,  it  seemed  at  last  at  the  end  of  this  fight  as  though  the 
Standard  had  complete  control  of  the  market  and  that  there^ 
after  there  would  be  no  further  occasion  for  railway  contests  to 
maintain  the  Standard's  business.  But  there  were  a  few  small 
outside  refiners  and  producers  who  could  neither  be  cajoled 
nor  bullied  into  the  combination,  and  who  survived  every  at- 
tempt to  ruin  them  and  who  contrived  to  find  an  outlet.  This 
was  done  by  using  a  road  to  Buffalo — building  canal  boats  con- 
taining tanks,  and  thus  through  the  slow  avenue  of  the  canal 
bring  their  product  to  market.  This  was  necessarily  so  tedious 
and  slow  a  method  that  it  gave  to  the  Standard,  even  had  it 
been  charged  higher  rates,  considerable  advantage  over  the 
outside  shippers.  Yet,  not  satisfied  with  this  advantflgej 
another  war  of  rates  was  commenced  as  against  the  outside 
shipments  by  way  of  canal,  and  the  Standard  once  more 
dictated  to  the  railway  companies  a  further  reduction,  which 
brought  down  the  rate  to  the  Standard  to  GO  cents  net  a 
barrel  from  about  82  cents  which  it  had  been  just  previous. 


3958 

At  that  time  the  Standard  combination  comprised — the 
Standard  Oil  Companies  of  Cleveland  and  Pittsburg,  Acme 
Oil  Company,  Devoe  Manufacturing  Company,  Charles  Pratt 
<fe  Co.,  J.  A.  Bostwick,  Warden,  Frew  &  Co.,  Eclipse  Penning 
Company,  Galena  Oil  Works,  Imperial  Oil  Company  and  others. 

And  now  comes  upon  the  scene  a  new  figure — the  American 
Transfer  Company.  We  have  upon  the  point  of  22  cents  a 
barrel  on  crude  paid  to  it  two  inconsistent  statements  as  to  the 
New  York  lines,  and  a  third  statement  from  the  Pennsylvania 
Company,  differing  from  the  two  explanations  that  we  have 
from  the  New  York  companies. 

The  twenty-two  cents  a  barrel  which  the  American  Transfer 
Company  obtained,  Mr.  Cassatt  states  was  in  the  nature  of  a 
rebate  and  not  for  any'  services  rendered  by  the  American 
Transfer  Company,  and  he  frankly  confesses  that  the  American 
Transfer  Company  did  not.  furnish  any  oil,  and  that  the  com- 
putation was  made  upon  every  barrel  of  crude  that  the  com- 
pany transported  to  tide-water,  and  that  this  payment  was 
made  after  becoming  satisfied  that  a  like  or  a  larger  payment 
was  made  under  like  circumstances  by  the  New  York  roads. 

The  Erie  Company  insist  upon  it  that  it  pays  the  20  cents 
pipeage  to  the  American  Transfer  Company,  only  upon  all  oil 
transported  through  the  pipes  of  such  company.  And  that 
they  get  no  oil  except  through  the  pipes  of  the  American 
Transfer  Company. 

The  disingenuousness  of  this  answer  is  best  appreciated  by  a 
glance  at  the  map  furnished  by  Mr.  Blanchard  and  his  connec- 
tion with  it — but  of  this  more  presently.  The  New  York 
Central  insists  that  it  pays  nothing  to  the  American  Transfer 
Company,  but  pays  the  twenty  cents  direct  to  the  Standard  Oil 
Company.  If  the  statements  of  the  New  York  companies  are 
true  it  exhibits  a  curiously  loose  condition  of  the  administra- 
tion of  the  Pennsylvania  Railroad  Company,  a  corporation 
which  we  were  led  to  believe  is  closely  and  skillfully  man- 
aged, to  have  paid  rebates  and  drawbacks  amounting  in  a 
single  month  to  $64,000.  This  payment  being  made  upon  a 
representation  on  the  part  of  the  American  Transfer  Com- 
pany, for  Which  there  was  no  warrant  or  authority,  which, 
if  the  statements  made  by  the  New  York  companies  before 
this  Committee  are  true,  was  a  complete  fabrication,  accom- 
panied  by  pretended   documents   showing  payments   which 
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never  were  made.  Indeed,  the  inference  is  raised  by  Cassatt's 
testimony  and  these  denials  that  the  American  Transfer  Com- 
pany and  tbe  Standard  Oil  Company  resort  to  false  pretenses 
as  one  of  their  methods  of  doing  business. 

Now  let  us  take  a  glance  at  this  map  which  Mr.  Blanchard 
has  presented. 

The  Committee  will  see  that  there  is  a  vast  number  of  lines 
running  through  the  Bradford  District,  which  are  marked  in 
blue  here  without  any  names  appended  thereto  :  that  there  are 
two  little  spurs  marked  "A.  T.  Co.,"  which  lead  to  the  infer- 
ence that  the  whole  of  this  vast  property  belongs  to  the 
American  Transfer  Company.  These  spurs  are  colored  on  the 
map  so  closely  like  the  main  body  of  the  lines  representing 
the  pipe  lines  as  to  lead  a  careless  observer  to  suppose  that 
they  are  all  one  system  ;  and  they  were  presented  to  this 
Committee  as  one  system — as  that  of  the  American  Transfer 
Company.  And  when  Mr.  Blanchard  was  asked  about  the 
meaning  of  the  different  colors  upon  this  map  he  testified  that 
it  was  the  different  years  when  they  were  built.  And  the  fol- 
lowing day  when  he  came  before  the  Committee,  on  being 
again  interrogated  upon  the  subject  he  stated  that  he  first 
learned  that  morning  that  the  great  body  of  these  lines  marked 
in  blue  had  been  leased  by  the  American  Transfer  Company 
to  the  United  Pipe  Lines  this  year,  aud  that  these  spurs  were 
all  that  remained  to  the  American  Transfer  Company. 

Now,  the  truth  is  that  the  spurs  only  were  all  that  ever  be- 
longed to  the  American  Transfer  Company,  and  they  were  built 
simply  for  the  purpose  of  rendering  to  the  railroad  corpora- 
tions an  excuse  to  pay  that  rebate,  as  represented  by  Mr.  Cas- 
satt's testimony,  and  not  for  the  actual  purposes  of  pipeage. 

There  was  no  reason,  clearly,  why  the  United  Pipe  Lines 
themselves  could  not  have  built  these  petty  spurs  without  the 
instrumentality  of  the  American  Transfer  Company. 

Mr.  Welch's  testimony  is  adequate  and  complete  upon  the 
point  that  the  American  Transfer  Company,  neither  as  a  trans- 
fer company  nor  as  a  storer  of  oil,  is  known  in  the  oil  regions, 
and  the  United  Pipe  Lines  is  the  only  organization  there 
known  representing  the  system  of  pipes  shown  upon  that  map. 

This  map,  put  before  us  by  Mr.  Blanchard  with  so  much  pa- 
rade as  showing  what  the  American  Transfer  Company  owns, 
I  now  propose  to  submit  to  an  analysis.    It  pretended  to  show 
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what  the'American  Transfer  owns  in  the  way  of  lines,  and  the 
skill  with  which  that  map  is  drawn  is  another  piece  of  adroit- 
ness which  I  trust  does  not  find  its  home  anywhere  else  except 
in  the  offices  of  railway  companies  and  Standard  Oil  people. 
The  lines  are  all  in  dark  blue  and  blue  green,  and  require  almost 
a  microscope  for  the  purpose  of  discerning  the  distinctions  in 
color.  There  are  but  two  points  marked  on  that  whole  map  as 
belonging  to  anybody,  and  those  two  points  are  "  A.  T.  Co.," 
so  as  to  lead  to  the  inference  on  the  part  of  this  Committee 
and  the  counsel  of  the  Chamber  of  Commerce  that  this  is  a 
map  of  lines  belonging  to  the  American  Transfer  Company, 
and  that  no  other  organization  nor  persons  had  any  interest  iD 
these  lines.  A  cursory  look  at  this  map  does  not  produce 
upon  the  sensory  nerves  any  distinction  of  color ;  and  it  can- 
not produce  upon  the  nerves,  however  delicate,  of  anybody, 
any  sensation  that  there  is  any  other  pipe  line  marked  there 
except  that  of  the  American  Transfer  Company,  and  when  Mr. 
Blanchard  was  confronted  with  the  denial  of  the  claim  he  had 
made,  that  the  lines  in  green  meant  construction  in  a  different 
year  from  the  lines  in  blue,  he  took  the  position  that  he  under- 
sood  that  very  morning,  forsooth,  that  some  of  these  lines  had 
been  leased  by  the  American  Transfer  Companj'  to  the  United 
Pipe  Lines.  ,  Now,  therefore,  there  is  in  this  map  one  of 
those  instances  of  giving  information  while  witholding  it  of 
which  we  have  had  such  numerous  examples  from  the  railway 
corporation  during  this  investigation.  It  is  worse  than  that ; 
it  is  a  suggestio  fulsi,  as  the  lawyers  say,  of  the  worst  possible 
description.  The  cunning  of  making  these  lines  dark  blue 
and  blue  green,  and  of  putting  this  "A.  T.  Co."  at  both  ends  in 
blue  green,  is  one  that  justifies  to  some  degree  the  remark  of 
Mr.  VaucWbilt  that  "  those  oil  fellows  are  very  smart." 

What  is  the  fact  in  relation  to  this  map?  There  is  no  such 
concern  as  the  American  Transfer  Company  in  the  oil  regions. 
It  is  known  only  as  a  transferer  of  money  from  the  pockets  of 
the  railroad  corporation  to  the  Standard  Oil  Company.  That 
is  its  only  transferring  business,  besause,  according  to  tli9 
laws  of  Pennsylvania,  every  incorporated  pipe-linj  must  report 
monthly  what  pipeage  it  does  and  what  tankage  it  has,  for  the 
purpose  of  giving  information  to  the  State,  and  the  American 
Transfer  Company  does  not  transfer  a  barrel  or  a  gallon  of  oil, 
nor  does  it  hold  a  gallon  of  oil  in  its  tanks. 
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There  can  be  no  question,  however,  but  that  the  American 
Transfer  Company  and  the  Standard  Oil  Company  are  identi- 
cal in  character,  that  they  have  the  same  officers  and  same 
disbursing  agents,  that  it  is  the  same  instrumentality  under  a 
different  name,  and  that  whatever  lines  the  American  Transfer 
Company  has  in  the  way  of  pipe  lines  is  a  mere  extension  of 
the  United  Pipe  Line — part  of  the  old  property  of  the  Empire 
Transportation  Company,  called  the  United  Lines-  and  that 
through  the  instrumentality  of  these  three  organizations,  all 
controlled  by  the  Standard,  the  pipe  line  system,  with  but' 
trifling  exceptions,  in  the  oil  regions,  passed  also  into  the  hands 
of  this  great  monopoly. 

But,  says  the  Erie  Company :  "We  make  a  contract  with  the 
American  Transfer  Company  to  give  ns  oil."  It  was  a  contract 
to  tap  the  United  Pipe  Lines  under  the  name  of  the  American' 
Transfer  Company,  for  the  purpose  of  giving  to  the  United 
Pipe  Lines  an  additional  rebate.  It  is  another  one  of  these 
pretenses  that  we  have  had  before  us  in  the  shape  of  the  offer 
to  Mr.  Olin  to  transport  his  petroleum  if  he  would  build  the 
cars,  and  on  the  part  of  the  New  York  Central  Company,  that 
they  could  not  act  with  decency  to  other  exporters,  because 
they  had  not  the  facilities  for  transportation. 

But  there  seems  to  have  been  nothing  that  escaped  the  de- 
vices and  ingenuity  of  the  Standard  Oil  Company,  coupled 
and  connected  with  nothing  short  of  mental  paralysis,  that 
seized  upon  the  railway  transportation  departments.  No 
chance  was  permitted  to  escape  from  the  hands  of  the  monop- 
oly for  the  purpose  of  securing  to  it,  if  possible,  for  all  time, 
the  absolute  control  of  this  traffic  and  of  the  railways. 

Not  content  with  getting  in  advance  possession  of  the  whole 
transportation  facilities  of  the  Erie  Company;  not  content 
with  owning  all  the  transportation  facilities  over  the  New  York 
Central  Bailway,  not  content  with  having  driven  the  Pennsyl- 
vania Company  out  of  business  as  au  oil  refiner  and  carrier  ex- 
cept for  itself,  it  determined  to  have  possession  of  the  terminal 
facilities  of  the  two  great  New  York  lines ;  and  the  wicked- 
ness of  that  is  only  equaled  by  the  wickedness  of  the  other 
things  that  were  done  by  the  railway  corporations  in  connec- 
tion with  the  Standard. 

The  Erie  Bailway  Company  deliberately  leases  to  the  Stand- 
ard Oil  Company  those  terminal  facilities  which,  with  so  much, 
55 
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pride,  they  exhibited  to  this  Committee  when  we  went  round 
the  harbor  some  six  months  ago.  We  saw  the  oil  come  in, 
saw  it  put  into  tanks,  and  we  saw  vessels  there  laden  with  oil 
and  we  were  told  :  "  These  are  the  Brie  Railway  Company's 
facilities  ;"  and  we  witnessed  with  what  pride — the  just  pride, 
as  we  thought — that  the  officers  of  the  Erie  seemed  to  take,  in 
the  fact  that  they  afforded  as  to  this  product  some  reasonable, 
fair  facilities  to  this  great  port  of  New  York.  They  did  not 
tell  us  then  that  this  "  terminal  facility"  point  was  in  the  hands 
of  the  Standard  Oil  Company ;  that  we  were  there  not  as 
guests  of  the  Erie  Eailway  Company,  but  trespassers,  so  far 
as  the  Standard  Oil  Company  was  concerned,  and  that  they 
had  not  any  right  even  to  show  us  about  that  quarter.  They 
did  not  tell  us  that  if  by  any  possibility  a  barrel  of  refined  oil 
or  a  tank  of  crude  oil  should  be  able  to  get  over  that  road,  the 
Standard  Company  has  its  maw  ready  for  it.  If  there  was  any 
treachery  in  the  office  of  the  Erie  Company  against  the  interests 
of  the  Standard  Company,  if  by  any  accident  there  should  be 
any  oil  run  over  that  road  that  did  not  come  by  the  Standard, 
the  Standard  wanted  positive  assurance  that  they  could  get 
control  of  it.  The  astute  heads  of  the  Standard  combination 
felt  that  there  was  no  security  for  them  except  by  having 
physical  hold  at  both  ends  of  the  line.  They  trusted  the  rail- 
way companies  no  more  than  they  deserved  to  be  trusted, 
although  they  controlled  them  and  mounted  them.  There  was 
no  safety  for  them  unless  they  had  the  terminal  facilities  in 
their  own  hands,  so  that  nothing  could  be  shipped  from  the 
port  of  New  York  that  did  not  pass  through  the  hands  of  the 
Standard.  So  that,  notwithstanding  the  contract  made  with 
the  Erie  Company,  which  said,  "  we  will  carry  your  oil  for  you, 
and  for  you  exclusively,"  if  the  Erie  Eailway  Company  should 
secretly  break  that  contract,  and  give  to  some  poor,  needy 
man  the  facilities  for  transportation  which  he  wanted,  the  Stand- 
ard would  know  it  and  would  stop  it,  and  that  is  the  meaning 
why  the  terminal  facilities  of  the  great  Erie  Railway  Company, 
after  all  the  expense  to  which  they  were  subjected  in  providing 
these  facilities,  were  placed  in  the  hands  of  this  Standard  Com- 
pany. The  Standard  Company  probably  said,  "  We  can't 
trust  you  railway  people  ;  no  contract  which  can  be  made  with 
you  do  you  regard  as  binding.  We  must  have  possession  of 
your  road  at  its  terminal  points,  otherwise  we  can  have  no 
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safety  with  you."  And  they  were  probably  right.  But  the 
wickedness  of  the  act  by  which  the  terminal  facilities,  provided1 
at  great  expense  by  this  great  corporation,  for  the  purpose  of 
affording  the  City  of  New  York  facilities  to  ship  its  oil  in  com- 
petition with  its  sister  cities,  and  placing  them  in  the  hands  of 
.this  monopoly,  so  that  nobody  else  could  get  any  oil  from  the 
road,  is  made  transparently  clear — and  remember,  too,  that 
with  the  Erie  Railroad  this  was  not  a  new  question.  Under 
the  corrupt  Fisk-Gould  regime  Bostwick  had  possession.  Gen- 
eral Dix  put  him  out.  Under  the  virtuous  Jewett-Blanchard 
administration,  we  find  Bostwick,  with  all  his  Standard  rela- 
tives, back  again  in  possession.  At  the  same  time  the  New 
York  Central,  that  corporation  which  comes  before  us  with  a 
pretence  of  honest  indignation  that  in  the  building  of  its  ter- 
minal facilities  it  was  not  aided,  by  the  State  of  New 
York ;  that  in  building  elevators  it  was  required  to 
expend  millions  of  dollars  for  the  purpose  of  facil- 
itating the  traffic  in  grain ;  they,  forsooth,  had  not 
a  dollar  in  their  coffers,  and  could  not  raise  a  dol- 
lar from  others,  for  the  purpose  of  getting  terminal  facilities 
for  oil,  and  were  required  to  go  to  Bostwick  with  his  limited 
capital  (large  as  it  is,  it  is  limited  as  compared  with  the  New 
York  Central)  and  say  to  him,  "  Mr.  Bostwick  ;  build  us  our 
terminal  facilities."  Why,  the  pretence  cannot  for  one  instant 
mislead  the  Committee.  It  does  not  for  one  instant  mislead 
me.  The  conditions,  I  say,  which  the  Standard  people  made, 
at  that  time  doubtless  were,  "  We  cannot  trust  you,  New  York 
Central,  no  more  than  we  can  trust  the  Erie,  that  you  are 
going  to  keep  your  contract  with  us  ;  we  must  have  possession 
of  your  terminal  facilities,"  and,  to  afford  the  New  York  Cen- 
tral an  excuse,  governed  as  it  is  by  a  shrewder  or  less  shame- 
less policy  than  that  which  governs  the  Erie — (and  of  "a  piece 
with  the  policy  that  had  no  tank  cars  for  Mr.  Olin's  oil) — they 
say  :  "  We  have  nothing  kfor  individuals  to  receive  oil  in ;  the 
Standard  has  it  all."  It  cannot  bejpretended,  any  more  than 
as  to  the  terminal  facilities  necessary  for  the  handling  of  oil, 
that  it  had  not  the  money  to  provide  cars.  But  this  monopoly 
was  to  be  built  up  at  any  expense  and  the  terminal  facilities 
of  our  two  great  corporations  are  in  their  hands,  not  because 
they  need  those  facilities,  but  as  a  guarantee  that  the  contracts 
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that  they  have  with  the  railways,  that  they  are  to  be  the  ex- 
clusive shippers  of  oil  shall  be  maintained. 

Of  course  there  is  in  the  contract  under  the  would  be  moral 
conditions  under  which  the  railway  companies  manage  so  far 
as  outward  appearances  and  the  world  are  concerned — there 
is  in  the  Erie  contract  a  statement  that  every  shipper  of 
oil  over  the  road  shall  be  treated  with  "  fairness "  by  the 
Standard  Oil  Company,  and  our  attention  was  drawn  to  that. 
How  careful  and  how  honestly  the  Erie  Railway  Company 
protects  the  "  outside  world !  "  Why,  those  "sharp  fellows,"  as 
Mr.  ^anderbilt  described  them,  are  not  going  to  pay  much  at- 
tention to  that  part  of  the  contract.  In  the  first  place,  they  have 
the  exclusive  shipment  of  oil  and  therefore  nobody  could  ship 
oil,  and  there  was  no  oil  handled  for  anybody  else.  But  if  the 
Erie  Company  should  send  some  for  somebody  else,  why,  the 
sloop  could  not  get  to  the  dock,  and  the  machinery  at  the 
dock  would  not  and  could  not  work  by  any  possibility  so  as  to 
get  that  oil  out  of  that  clock  and  into  a  ship  (except  at  the  end 
of  a  law  suit).  It  is  too  preposterous  for  a  moment  to  suppose 
that  except  with  the  consent  of  the  Standard  Combination,  and 
on  the  payment  to  them  of  what  they  choose  to  exact  from  the 
trade,  they  would  allow  a  barrel  of  oil — "  smart  fellows  "  as 
they  are — to  get  away  from  that  dock  which  they  have  in 
their  possession,  into  the  hull  of  a  ship. 

Now  we  have  here  an  illustration  of  the  conduct  of  these  two 
great  railway  corporations  in  the  "  Standard  "  matter,  which 
tears  every  shred  of  the  garb  of  respectability  from  the  backs, 
and  annuls  all  the  claims  of  superior  intelligence,  of  the  rail- 
road managers.  They  cannot,  in  the  face  of  this  record,  pretend 
that  they  have  managed  their  vast  concerns  with  any  degree  of 
intelligence,  because  the  result,  as  Mr.  Vanderbilt  said  at 
Saratoga,  is  that  the  business  of  carrying  oil  has  gone — has 
dried  up,  and  is  doomed,  and  they,  the  railroads,  have  dried  it 
up.  The  desperate  effort — having  closed  the  door  to  every 
possible  escape  by  means  of  railway  companies — that  the  peo- 
ple of  the  oil  regions  had  to  make  to  get  rid  of  the  Standard, 
produced  the  Tide  Water  Pipe  Line.  Nothing  short  of  the 
ingenuity  that  is  born  of  necessity  and  desperation  produced 
tnat  Pipe  Line.  But  they  produced  it  because  the  producers 
felt  themselves  in  the  hands  of  the  Standard.  They  were  be- 
ing ground  to  powder  by  the  fact  that  the  Standard  had  pos- 
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Session  of  their  local  pipes,  their  tankage  and  their  railways. 
They  could  not  get  an  outlet  over  the  Trunk  Lines,  and  they 
were  bound  to  find  an  outlet,  no  matter  where  or  how.  They 
first  sought  it  by  a  little  line  to  the  Erie  Canal,  shipping  by 
canal-boats  to  New  York  City  in  competition  with  the  rate 
that  was  made  against  them — lower  than  the  canal  could  carry 
it,  or  the  branch  line  could  carry  it — by  the  Standard  Com- 
pany, and  they  had  a  longer  haul.  As  the  oil  refiner  could  not 
get  out  in  that  way,  lie  determined  to  cut  a  way  out  for  him- 
self. Therefore  the  Pipe  Line  suggested  itself.  It  was  not 
to  get  a  cheaper  line,  because  they  did  not  care  what  the  rate 
of  transportation  was.  The  producer  does  not  care  what  the 
rate  of  transportation  is,  so  long  as  it  is  not  so  high  as  to  stop 
his  shipment. 

This  conduct  on  the  part  of  these  great  railway  corporations 
which,  during  this  period  of  time  were  spending  millions  of 
dollars  for  coal  lands,  elevators  and  third  tracks,  and  what 
not,  in  refusing  to  supply  transportation  facilities,  and  that  too 
while  the  New  York  Central  was  paying  eight  per  cent  dividend 
on  its  stock,  is  only  one  additional  step  in  the  conspiracy  to  give 
to  this  oil  monopoly  absolute  control  of  the  business. 

Enterprise  after  enterprise  was  compelled  to  go  under  before 
this  corrupt  combination  between  the  railways,  the  storer  of  oil, 
and  manufacturer,  and  no  ingenuity,  no  improvement  in  the  pro- 
cess of  refining  oil,  no  advantages  of  proximity  to  market,  no 
superior  pluck  or  energy  could  prevail  against  the  almost  entire 
absorption  of  this  vast  business  in  a  product  which  had  in- 
creased to  15,265,476  barrels  of  crude  in  1878,  yielding  about 
12,000,000  barrels  of  refined  oil,  in  the  hands  of  the  greatest 
commercial  monopoly  in  the  history  of  the  world.  This 
monopoly,  remember  well,  was  brought  about  entirely  by  a 
combination  between  comparatively  small  capitalists  originally 
and  the  freight  rate  determining  powers  of  the  railway  -man- 
agement. 

.And  here  we  have  an  illustration  in  its  most  complete  form 
of  the  evil  mentioned  in  a  recent  number  of  the  Journal  des 
Economists,  as  the  reason  why  freight  tariffs  should  not  by  any 
possibility  be  permitted  to  remain  under  the  absolute  control 
of  the  railway  manager.  The  writer  says  :  "  that  the  power  is 
dangerous,  which  by  differential  tariffs  gives  into  the  hands  of 
those  companies  the  fortune  or  ruin  of  all  industry  and  trade." 
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The  ruin  that  was  wrought  is  illustrated  by  the  testimony. 
Mr.    Isaac    L.    Hewtit,  testified    that  his    business    was 
ruined  by  the  Standard  Oil  Company  (p.  2528). 


"  Q.  Had  you  any  interview  with  Mr.  Rockefeller,  the  Presi- 
dent of  the  Standard  Oil  Company,  in  relation  to  the  purchase 
of  your  works?    A.  Yes,  sir. 

Q.  AVhen  was  that?  A.  You  mean  to  ask  what  date  that 
was? 

Q.  About  what  period ;  I  do  not  ask  you  to  fix  the  exact 
day  ?  A.  It  was  the  latter  part  of  1869  or  1870 ;  I  am  not 
clear  which. 

Q.  What  passed  between  you  ?  A.  My  partners  advised  me 
that  the  effect  of  this  movement  had  been  to  destroy  the  com- 
mission business,  which  was  a  large  part  of  our  business  and 
it  affected  the  manufacturing  somewhat  in  the  same  way  and 
wanted  me  to  come  out  there,  and  the  result  of  my  going  out 
there  was  to  verify  the  fact  and  under  the  circumstances  to  do 
the  best  I  could  to  protect  my  interests. 

Q.  What  was  the  condition  of  affairs  when  you  got  there — 
at  Cleveland  ?  A.  A  large  share  of  the  refining  interests  had 
been  compelled  to  sell  out  to  the  Rockefellers,  or  to  the  South 
Improvement  Company  it  was  called  then  ;  Rockefeller  was 
acting  for  the  South  Improvement  Company  at  that  time. 

Q.  Did  you  find  that  you  could  get  oil  to  market?  A.  I 
found  no  trouble  about  that;  no  trouble  about  getting  oil  to 
market  all  the  while. 

Q.  But  at  rates  which  would  enable  you  to  compete  with 
others  ?  A.  At  rates  that  cost  us  largely  more  than  anybody 
else. 

Q.  Now  go  on  with  your  interview  with  Mr.  Rockefeller  ? 
A.  I  verified  the  fact,  and  made  up  my  mind  that  I  had  better 
get  out. 

Q.  What  steps  did  you  take  to  get  out ;  what  propositions 
were  made  to  you,  and  what  was  your  interview  with  Mr. 
Rockefeller  in  relation  to  it  ?  A.  A  good  deal  of  it  was  through 
Scofield  and  Alexander ;  they  visited  Mr.  Rockefeller  ;  I  visited 
him.  once,  and  the  result  was  that  he  was  the  only  party  that 
would  buy,  and  he  offered  me  fifty  cents  on  a  dollar,  on  the 
Construction  Account,  and  we  sold  out. 

Q.  Would  you  have  sold  out  but  for  this  arrangement  between 
the  Standard  Oil  Company  or  the  South  Improvement  Com- 
pany with  the  railways  ?  A.  I  would  not  have  sold  out  if  I 
could  have  got  a  fair  show  with  the  railways  ;  my  business,  in- 
stead of  being  an  enterprise,  to  buy  and  sell,  became  degraded 
into  running  after  the  railways  and  getting  an  equal  chance 
with  others  ;  that  was  the  business  of  the  oil  trade." 
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Mr.  Charles  L.  Morehouse,  testified  to  the  same  effect  on  p. 
2628. 

"  Q.  What  became  of  your  refinery  ?  A.  My  refinery  was  built 
with  the  express  understanding  from  John  D.  Rockefeller, 
that  I  should  have  all  the  stock  I  wanted  to  run  the  works  with 
if  I  would  build  the  works  ;  I  went  on  in  good  faith  and  built 
the  works,  and  soon  after  that  I  was  cramped  down,  and  instead 
of  having  85  barrels  a  day  of  residuum  run  by  them,  for  re- 
running into  distillate,  (25  gravity),  I  was  cramped  down  to . 
12  barrels  ;  I  saw  readily  what  that  meant;  that  meant  squeeze 
you  out — buy  your  works  ;  they  have  got  the  works,  and  ure 
running  them  ;  I  am  without  anything. 

Q.  What  rate  did  they  buy  you  out  at  ?  A.  They  paid  about 
$15,000,  for  what  cost  me  $41,000. 

Q.  Had  you  a  difficulty  in  getting  your  product  to  market  ? 
A.  I  had  not  if  I  would  pay  $2  and  $1.50  freight ;  I  could  get 
all  I  wanted. 

Q.  But  you  could  not  get  their  rate  ?     A.  No,  sir. 

By  the  Chairman  : 

Q.  Do  you  know  what  their  rate  was  at  that  time?  A.  I 
was  told  it  was  about  70  or  75  cents,  but  I  never  could  reach 
any  such  freight. 

By  Mr.  Stenee  : 

Q.  Was  the  difference  sufficiently  great  to  cause  your  ruin 
and  their  profit?  A.  I  think  they  are  making  a  profit  over  my 
ruin. 

Q.  I  mean  was  the  difference  sufficiently  great  to  drive  you 
necessarily  out  of  the  business,  and  rob  you  of  profit  ?  A. 
Certainly  it  was  ;  I  had  the  capital  right  there  with  me  to  in- 
vest and  push  this  thing  to  the  utmost  extremity,  aud  make 
money ;  for  we  had  always  made  money  from  the  start,  but 
we  could  not  get  but  twelve  barrels  a  day,  and  they  had  the 
oil  in  their  tanks  at  that  time,  for  I  know  a  man  in  this  city 
that  saw  it  there." 

And  now  what  has  been  the  result  of  this  wonderful  com- 
bination of  venality  and  imbecility  ? 

The  people  of  the  oil  regions  were  restive  under  this  corrupt 
domination  and  they  joined  hands  with  the  outside  refiners,  and 
the  producer  to  find  a  market ;  and  they,  after  much  opposition, 
extended  an  independent  pipe  line  to  Williamsport,  Pennsyl- 
vania, a  distance  of  about  105  miles,  and  there  connected  with 
rail  by  the  Reading  and  the  New  Jersey  Central  Companies  to 
New  York  and  Philadelphia. 
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The  pretence  has  been  put  forward  that  this  tide  water,  com- 
pany serves  the  interests  of  people  outside  of  the  State  of  New 
York,  and  carries  this  oil  mainly  into  Philadelphia,  Baltimore, 
etc.,  and  that  the  New  York  roads  are  performing  a  duty  to 
the  citizens  of  this  State  in  fighting  the  tide  water  line  on 
behalf  of  the  Standard  Oil  Company. 

A  complete  answer  to  all  this  is  the  one  furnished  by  Mr. 
Welch,  that  94  per  cent,  of  all  the  oil  that  was  moved  by  the 
tide  water  line,  from  its  inception  to  November  1st,  1879,  went 
to  New  York  ;  six  per  cent,  went  to  all  other  points  ;  whereas  the 
oil  pool  of  the  Standard,  embracing  the  Pennsylvania,  Erie  and 
New  York  roads,  carries  from  the  oil  regions  to  New  York  but 
50t*jj-  per  cent,  of  all  the  oil  that  it  takes  from  the  oil  region. 
Therefore  the  Standard  pool  of  the  railways  under  the  direc- 
tion of  the  Standard  combination  takes  a  very  much  larger 
proportion  of  their  traffic  to  cities  other  than  New  York  than 
the  tide  water  line. 

What  so  readily  might  have  been  foreseen  if  our  railway 
managers  had  had  the  slightest  regard  for  their  duty  to  the 
public,  not  to  speak  of  their  duty  to  stockholders,  has  come  to 
pass — that  they  have  lest  all  profits  on  this  enormous  traffic 
which,  at  a  dollar  per  barrel  crude  must  have  brought  to  them 
at  least  $10,000,000  per  year,  which  they  so  easily  could  have 
continuously  earned  if  they  had  dealt  with  equal  fairness  to  all 
producers  and  refiners. 

Now  let  us  see  what  would  have  happened  if  they  had,  in- 
stead of  attempting  to  benefit  a  particular  corporation  by  a 
rebate,  dealt  with  equul  fairness  with  all  producers  and  re- 
finers. The  open  rate  was  $2.80  a  barrel  in  1872.  The 
product  then  cost  $3.84  per  barrel  on  cars  ;  laid  down  at  New 
York  it  yielded  $6.64  per  barrel.  The  refined  product  cost 
about.  50  per  cent.  more. 

This  product  even  then — before  the  Butler  and  Bradford 
district  lessened  its  price  and  added  largely  to  its  produc- 
tion—was  the  cheapest  lubricating  and  illuminating  product 
in  the  world.  There  was  absolutely  nothing  that  could  be 
brought  in  competition  with  it. 

Export  was  carried  on  at  remunerative  rates,  and  the  export 
traffic  was  constantly  increasing.  Everybody  would  have 
been  willing  to  have  paid  this  rate,  because  added  to  the 
commodity  it  would  largely  have  fallen  upon  the  consumer  in 
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Europe.  Mr.  Bernheiiner  testifies  that  lie  had  no  fault  to 
find  with  the  rate  ;  it  was  the  discrimination  that  drove  him 
out.  In  that  respect  a  freight  charge  upon  petroleum  differed 
from  the  freight  charge  upon  grain,  because  as  we  had  in  petroli- 
uin  the  monopoly  of  the  product  the  ultimate  rate  to  the  consum- 
er was  an  arbitrary  one — the  price  yielded  being  the  amount 
fixed  for  the  product,  plus  the  freight  charge  and  the  profit 
thereon — instead  of  being,  as  in  the  case  of  grain,  a  price  fixed  or 
determined  by  the  competition  with  Austrian,  Russian  and 
Egyptian  cereals.  And,  therefore,  practically,  almost  for  an  in- 
definite period  of  time,  this  product  would,  in  railway  parlance, 
have  borne  a  high  freight  charge  if  its  storage  by  pipe  lines  had 
been  in  the  hands  of  numerous  people,  its  refining  in  the 
hands  of  large  numbers  of  refineries,  who  would  have  vied 
with  each  other  in  bringing  their  product  to  market,  and  who, 
if  they  all  had  qtood  an  equal  chance  at  the  hands  of  the  rail- 
way, could  all  have  done  business  at  an  average  remunerative 
rate,  varied  by  the  skill  in  the  business,  proximity  to  market, 
intelligence  in  the  location  of  refineries,  and  facilities  for  ob- 
taining the  crude  oil.  As  Mr.  Bostwick  himself  says  in  these 
proceedings  : 

"We  don't  want  you  (the  railroad)  to  put  your  rate  up  so  as 
to  affect  that  (successful  foreign  competition),  but  anything  this 
side  of  that  it  don't  make  any  difference  to  us ;  it  don't  make 
any  difference  to  the  producer,  it  don't  make  any  difference  to 
anybody  whether  you  get  a  fair  paying  rate  or  whether  you 
are  hauling  the  oil  for  nothing." 

This  normal  condition  of  the  market  would  have  been  a 
benefit  to  the  railway,  because  there  would  have  been  compe- 
tition for  the  railway  facilities  for  transportation  instead  of 
the  railway  being  dependent,  as  it  has  become  of  late  years, 
entirely  upon  a  single  customer. 

All  this  natural  condition  was  changed  and  reversed  by  the 
conduct  of  the  railway  corporations  themselves.  They  created 
a  monstrous  monopoly,  which  ruthlessly  crushed  out  by 
the  aid  of  the  railways — they  could  not  have  done  it  without 
the  aid  of  the  railways — all  competition.  They  demoralized 
the  whole  trade ;  the  railways  abstained  from  being  carriers 
in  the  sense  of  affording  transportation  facilities  by  means  of 
cars  ;  they  mocked  the  man  outside  of  the  monopoly  by  a 
pretense  of  offering  facilities  when  they  never  meant  to  give 
56 
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any,  and  in  that  respect  Mr.  Jewett's  testimony  is  interesting 
in  character,  when  he  offered  Mr.  Ohlen  to  allow  him,  when 
he  desired,  to  bring  ten  thousand  barrels  of  oil  to  market  to 
fill  an  order,  that  he  would  do  so, if  he,  Mr.  Ohlen,  would  build 
oil  cars.  And  this  monopoly  dictated  terms  at  which  the  rail- 
way was  to  carry  the  product  of  which  it  had  the  sole  control, 
and  it  resulted  in  the  end  in  making  the  carrying  of  the  product 
utterly  unprofitable  by  reason  of  the  desperate  expedients  to 
which  it  forced  those  not  in  the  .monopoly  to  resort,  and  this 
monoply  now  is  withdrawing  this  business  from  the  railways 
by  building  its  own  pipe  line  to  the  lake,  and  the  time  may 
shortly  be  at  hand  when  the  railways  will  not  carry  for  pur- 
poses of  export  a  dollar's  worth  of  oil. 

This  chapter  of  American  railway  history  exhibits  the  most 
shameless  perversion  of  the  duties  of  a  common  carrier  to 
private  ends  that  has  taken  place  in  the  history  of  the  world. 
It  exhibits  more  clearly  than  any  other  example  could  have 
exhibited  the  fact  that  railway  charges  are  in  the  nature  of 
taxes  and  that  the  description  given  by  the  Supreme  Court  of 
the  United  States  of  the  power  of  taxation,  that  it  is  the  power 
to  destroy,  is  absolutely  true  of  railway  tariffs. 

In  no  example  can  the  manner  in  which  the  special  rate 
originates,  develops  and  destroys  its  own  purposes,  plagues  the 
inventors  and  injures  the  railways  themselves,  be  better  fol- 
lowed and  studied  ;  in  no  way  can  the  future  student  of 
American  railway  history  be  better  instructed  as  to  the  conse- 
quences of  leaving  railway  management  to  take  care  of  itself 
than  by  a  careful  examination  of  the  history  and  the  rise  and 
progress  of  the  Standard  Oil  combination. 

Except  in  so  far  as  the  railway  officers  who  have  an  actual 
interest  in,  and  honestly  mean  to  manage  in  that  interest  their 
railway,  may  be  taught  a  lesson  by  the  results  of  their  Stand- 
ard Oil  arrangements,  which  may,  at  least,  deter  them  from 
attempting  to  repeat  their  experience  again,  what  is  there  to 
prevent  the  creation  of  like  monopolies  in  any  other  product 
of  our  country?  If  the  great  trunk  lines  should  determine, 
in  the  language  of  the  South  Improvement  Company  con- 
tract, to  overcome  in  behalf  of  the  particular  corporation 
or  individual  all  competition,  there  is  no  reason  why  one 
set  of  millers  should  not,  by  special  rates  in  their  favor 
and  special  rates  against  other  millers,  absorb  the  milling  in- 


3971 

terests  of  the  United  States ;  or  one  set  of  pork-packers  absorb 
the  pork-packing  interests  of  the  United  States ;  one  firm  or 
corporation  absorb  the  fresh-meat  industry  of  the  United 
States,  and  thus  create  monopolies  in  every  branch .  of  food- 
products  with  which  we  supply  European  countries  and  which 
form  important  elements  of  export ;  indeed,  a  combination  of 
the  South  and  Southwestern  railways  with  certain  cotton  factors 
could  monopolize  the  cotton  business  in  the  hands  of  a  few 
men. 

The  railway  charge  is  so  important  an  element  in  the  price 
of  every  commodity  that  is  carried  from  a  distance  in  the 
United  States  and  intended  for  export,  that  it  is  within  the 
power  of  our  railway  magnates  to  become  partners  in  every 
special  line  of  occupation,  and  it  is  this  power  to  destroy  and 
to  build  up  which  no  community  can  allow  to  ream  and  exer- 
cise itself  unchecked,  which  must  be  restrained,  curbed  and 
rendered  subservient  to  the  general  public  weal  through  the 
instrumentality  of  wise  legislation  rigidly  enforced. 

We  did  not  get  the  benefit  of  the  information  that  the 
Standard  people  could  have  given  as  to  how  these  rates  to 
them  originated,  and  how  their  business  was  developed  ;  we 
were  made  dependent  upon  information  outside  of  what  they 
might  have  given. 

The  indictment  in  Pennsylvania  against  them  as  conspira- 
tors, threatening,  as  it  did,  a  possible  and  now  a  probable  re- 
quisition for  their  delivery,  to  be  dealt  with  by  a  neighboring 
commonwealth,  gave  them  a  convenient  excuse  for  withhold- 
ing all  information  from  this  Committee. 

I  hope  that  the  incoming  Legislature  will  have  sufficient 
dignity  and  character,  upon  the  report  of  this  Committee,  to 
visit  with  immediate  punishment  their  refusal  to  answer.  And 
here  let  me  say,  that  it  is  not  within  my  province  to 
characterize  the  offence  of  the  men  who  were  willing 
by  an  unfair  advantage  over  their  competitors,  and 
by  means  of  an  unlawful  combination  with  railroad  managers, 
to  ruin  vast  enterprises,  laborious  achievements,  and  destroy 
well  grounded  hopes  of  a  reasonable  profit  in  a  fairly  remuner- 
ative business  of  numerous  heads  of  families,  whose  only 
wrong  was  that  they  were  engaged  in  a  business  which  they 
had  a  right  to  believe  was  free  and  open  to  all.  But  as 
already  said,  the  claim  made  by  .Fudge  Shipman   and   Mr. 
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Depew,  that  our  railway  managers  are  governed  by  ordinary 
sound  business  and  moral  principles  is  negatived  by  this 
exhibit  of  what  they  were  willing  to  do  in  tbis  case,  and  what 
it  is  fair  to  assume  they  will,  under  like  temptations,  do  in  any 
other  case. 

THROUGH  TRAFFIC. 

Let  us  take  up  the  general  question  of  railway  tariffs ;  first 
as  to  through  traffic. 

The  second  of  the  four  cardinal  rules  laid  down  by  Adam 
Smith,  in  relation  to  taxation  is  : 

"  2.  The  certainty  of  what  each  individual  ought  to  pay  is,  in 
taxation,  a  matter  of  so  much  importance,  that  a  very  consider- 
able degree  of-  inequality,  it  appears,  I  believe,  from  the  ex- 
perience of  all  nations,  is  not  near  so  great  an  evil  as  a  very 
small  degree  of  uncertainty." 

You  will  see  from  this  that  he  puts  more  stress  upon  cer- 
tainty of  amount  and  impossibility  of  escape  from  taxation, 
and  that  it  shall  be  collected  without  favoritism,  than  upon  the 
question  of  whether  the  tax  be  high  or  low. 

Of  course,  if  the  tax  is  too  high,  it  destroys  the  object  it  was 
taxing.  Shakespeare  makes  Henry  VIII.  say,  when  Queen 
Katherine  presents  to  him  the  petition  of  the  tax-ridden  peo- 
ple, showing  the  commissions  that  Wolsey  had  authorized  for 
taking  the  sixth  part  of  all  men's  possessions  : 

"  Sixth  part  of  each  !     A  trembling  contribution. 

Why,  we  take  from  every  tree,  lop,  bark,  and  part  of  timber, 

And  though  we  leave  it  with  the  root,  thus  hacked 

The  air  will  drink  the  9ap." 

I  have  before  observed  that  railway  charges  are  in  the  na- 
ture of  taxes  ;  they  enter  into  each  article.  The  commerce 
of  the  world  has  long  ago  made  it  unprofitable  that  commodi- 
ties should  be  produced  and  consumed  within  a  small  area,  ex- 
cept in  but  very  small  part,  but  that  they  would,' like  the  sea, 
find  their  natural  level  all  the  world  over,  and  in  finding  this 
natural  level,  the  railway  is  the  main  factor  in  the  distribu- 
tion. 

The  railway  charge,  therefore,  permeates  and  enters  every 
commodity  as  part  of  its  price,  to  be  taken  either  out  of  the 
consumer  or  the  producer,  as  the  markets  of  the  world  or  the 
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peculiar  circumstances  of  the  case  warrant.  And  in  their 
rough  and  practical  way  the  railway  people  understand  this. 
Thus  you  will  see,  therefore,  again,  that  they  could  not  charge 
more  than  the  thing  will  bear.  In  other  words,  that  they  will 
not  often  make  such  trembling  contribution  "  as  will  take  from 
the  tree,  lop,  bark  and  part  of  timber,  so  that  the  air  may 
drink  the  sap." 

The  Pooling  Arrangements. 

Yet  they  do  offend,  as  in  the  instances  of  the  Eochester  and 
Buffalo  millers,  against  the  rule  laid  down  by  Adam  Smith 
against  inequality  of  taxation  and  certainty  of  taxation  by  sub- 
stituting capriciousness  of  taxation  and  personal  favoritism ;  and 
they  have  offended  severely  in  all  these  particulars  in  the 
through  traffic ;  they  have  demoralized  trade  in  every  depart- 
ment to  such  a  degree  that  although  a  great  offence  was  made 
to  the  very  principle  and  underlying  basis  of  our  whole  railway 
legislation  that  competition  was  to  prevail  between  the  parallel 
lines  of  rail,  and  although  a  great  increase  of  taxation  in  the 
way  of  an  increase  of  rates  was  consequent  upon  the  action 
of  the  railways  by  what  is  known  as  "  pooling,"  yet  the  commu- 
nity accepted  with  satisfaction  the  condition  of  affairs  brought 
about  by  the  pooling  contracts  and  accompanying  agreement 
to  maintain  the  rates,  rather  than  to  continue  to  suffer  the  ills 
to  which  they  were  subjected  by  the  system  that  prevailed 
immediately  theretofore. 

The  mental  attitude  of  our  merchants  toward  the  railways 
in  that  particular  was  somewhat  analogous  to  the  mental  con- 
dition of  Eichelieu  towards  the  offices  of  France.  He  wrote 
an  elaborate  treatise  in  favor  of  making  offices  hereditary ; 
and  although  he  confessed  that  there  was  a  condition  readily 
conceivable  better  than  hereditary  office-holding,  yet,  he  said^ 
as  compared  with  the  favoritism  which  prevailed  at  court,  in 
the  distribution  of  offices,  the  caprices  of  monarchs,  and  the 
utter  disregard  of  fitness  iu  selection,  and  that  the  selection 
was  determined  mainly  by  courtiers'  intrigues,  and  the  per- 
formance of  mean  services,  that  he  preferred  to  trust  to  the 
kind  offices  of  nature  to  give  through  heredity  a  proper  set 
of  office-holders  than  to  the  caprices  of  monarchs. 

It  is  upon  a  basis  aualagous  to  that  expressed  by  Eichelieu 


3974 

that  the  pooling  contracts  and  the  accompanying  agreement  for 
the  maintenance  of  rates  is  deemed  a  better  condition  of 
affairs,  and  was  greeted  with  satisfaction,  and  gives,  to-day, 
satisfaction  to  the  mercantile  community,  because  it  is  bet- 
ter compared  with  the  condition  that  prevailed  immediately 
prior  thereto. 

Remember  the  evidence  upon  this  point,  undisputed  and 
indisputable.  Messrs.  Bingham  and  Orr,  merchants,  Messrs. 
Rutter  and  Blanchard,  traffic  managers,  Mr.  Fink,  commis- 
sioner of  traffic  for  all  the  combined  trunk  lines,  all  have 
united  in  depicting  that  condition,  from  different  points  of 
view  and  with  a  desire  to  shield  as  much  as  possible  them- 
selves and  the  interests  that  they  represented  from  too 
severe  a  censure  by  reason  of  the  existence  of  that  condition. 
And  yet  they  could  not  disguise  from  you  the  fact  that 
there  were  some  thirty  different  fast  freight  lines  down  to 
1878,  each  one  of  which  had  power  to  make  special  contracts, 
and  many  of  them  made  different  special  contracts  to  the 
same  place  on  same  clay.  The  accounts  of  these  lines,  and 
the  books  of  the  New  York  Central  Railway,  as  well  as 
the  books  of  the  Erie,  exhibit  to  you  this  condition,  that 
to  Milwaukee  and  to  Chicago,  to  St.  Louis  and  to  Louisville, 
on  the  same  day,. on  the  same  class  of  goods,  different  rates 
for  same  shipments  in  amount  and  quality  of  goods  were 
made  to  different  merchants,  and  that,  as  a  result  of  this  fact, 
as  Mr.  Fink  stated,  a  train  could  be  leaving  New  York 
with  forty  freight  cars,  each  one  belonging  to  a  different  fast 
freight  line,  each  car  laden  with  goods  of  the  same  character 
as  the  other  car,  going  to  the  same  place  and  each  one  carrying 
at  a  different  rate.  Indeed  the  contents  of  the  car  might  go  to 
two  different  houses  in  the  same  street,  in  the  same  line  of 
business,  at  different  rates. 

This  condition  necessarily  made  all  commercial  transactions 
uncertain  in  their  character  and  speculative  to  the  last  degree. 
Each  merchant  supposed  that  by  the  special  contract  he  was 
getting,  he  had  an  advantage  over  his  neighbor ;  each  one  was 
cheated,  and,  more  than  all,  the  railways ;  because  they  were 
compelled  to  maintain  a  war  of  rates  between  their  own  fast 
freight  lines,  between  their  own  agents  and  their  own  corpora- 
tion, in  reality  a  competition  between  the  different  members  of 
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the'  same  body,  not  only  unremunerative  but  even  destructive 
to  the  revenues  of  the  corporation. 

This  condition  was  considered  so  inseparable  from  our  rail- 
way system  that  Mr.  Bingham  testified  that  although  he  was  by 
far  the  largest  shipper  of  grain  from  this  port,  he  did  not 
know  that  there  was  a  tariff ;  he  did  not  care  if  there  was  one  ; 
he  paid  no  attention  at  any  time  to  tariff  rates.  He  made  his 
special  contract  without  the  slightest  regard  thereto,  and  did  his 
business  upon  the  basis  of  a  special  contract  for  each  ship- 
ment since  he  has  been  in  the  business. 

Mr.  Blanchard  states  upon  this  point  that  all  that  has  been 
said  against  the  system  of  special  through  rates  was  true,  and 
it  was  as  bad  as  bad  could  be. 

It  is  true  that  there  is  no  evil  in  society  so  great  that  it 
does  not  find,  sooner  or  later,  even  if  let  alone,  some  corrective 
or  ending.  A  conflagration  stops  when  there  are  no  more 
houses  to  burn;  a  pestilence  ceases  when  the  inhabitants 
have  all  fled  or  died,  and  therefore  this  demoralized  condi- 
tion of  rates  found  its  corrective  after  it  had  ruined  and  bank- 
rupted Western  and  Eastern  railways,  in  the  pooling  contract, 
dividing  traffic,  and  the  accompanying  contract  of  April  5th, 
1877,  agreeing  to  maintain  certain  fixed  rates  and  differences 
between  the  cities.  Mr.  Fink  tells  us  that  the  best  thing  that 
the  State  can  do  is  to  recognize  the  pooling  arrangement  and 
accompanying  contract  for  the  maintenance  of  rates,  to  legalize 
it  and  enforce  this  compact  by  appropriate  remedies  and  pun- 
ish the  various  railway  companies  for  its  infraction.  To  do  so  is 
to  reverse  the  policy  of  the  State,  is  to  ad  mil  that  the  theory 
upon  which  our  railway  legislation  was  based  is  totally  a  mis- 
take ;  is  to  start  a  new  building  on  old  foundations  which  have 
been  admittedly  undermined. 

If  the  foundations  have  been  laid  in  quicksand  we  can  do  a 
great  deal  better  by  building  upon  firmer  and  better  ground 
than  upon  that  which  the  railway  corporations  see  fit  to 
invite  us  to.  Bemember  that  the  very  basis  of  our  railway 
legislative  structure  was  the  theory  that  to  allow  free  rail- 
way building  would  insure  competition  between  the  lines,  and 
thus  secure  to  the  inhabitants  of  the  State  the  best  service  at  the 
lowest  possible  price  as  the  result  of  competition.  It  was  thought 
that  combination  would  be  excluded  by  the  very  fact  that  every- 
body could  exercise  the  right  of  eminent  domain,  and  that 
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there  was  upon  our  statute  book  a  law  which,  rightly  inter- 
preted, would  regard  a  combination  such  as  the  pooling  com- 
pact and  the  accompanying  contract  for  the  maintenance  of 
rates  a  conspiracy  against  the  rights  of  citizens  of  New  York> 
and  punish  it  as  a  misdemeanor. 

The  statute  provides  that,  "If  two  or  more  persons  shall 
conspire  *  *  to  commit  any  acts  injurious  to  *  *  * 
trade  or  commerce,  they  shall  be  deemed  guilty  of  a  misde- 
meanor." 

In  the  case  of  People  against  Fisher  (14  Wendell,  y),  de- 
cided by  Chief  Justice  Savage,  it  was  held  that  a  combination 
of  shoemakers  to  raise  their  wages  came  under  the  act  as  be- 
ing injurious  to  trade  ;  that  competition  was  the  life  of  trade  ; 
and1  that,  while  each  individual  shoemaker  had  the  right  to 
refuse  to  do  work  at  less  than  a  certain  amount,  his  combining 
with  other  shoemakers  that  they  shall  refuse  to  do  so  was  a 
combination  subjecting  them  to  the  pains  and  penalties  of 
a  misdemeanor  defined  by  the  foregoing  statute. 

Now,  apply  this  reasoning  to  this  railway  compact,  and  see 
where  it  leaves  it  before  the  law. 

There  is  no  pretense  that  this  combination  is  intended 
for  any  other  purposes  than  to  protect  the  railways  against 
the  competition  of  each  other.  They  deliberately  surrender 
a  right  to  make  their  own  arrangements  or  agreements  with 
their  own  customers  as  they  see  fit,  to  secure  to  themselves  the 
benefit  of  having  a  like  surrender  from  other  corporations  of 
their  like  right  to  make  the  best  terms  that  they  see  fit  with 
their  customers.  Nay,  more,  they  deliberately  surrender  all 
superior  judgment,  management  or  skill  in  obtaining  business, 
because  however  complete  may  be  the  machinery  for  collect- 
ing the  business,  the  facilities  for  its  transportation,  the  advan- 
tages to  the  consumer  that  is  offered  by  celerity  of  transport 
and  safety  of  transport  over  the  New  York  Central  Railway,  the 
New  York  Central  deliberately  says  that  it  will  carry  of  all 
the  shipments  that  may  be  offered  in  the  City  of  New 
York  but  forty  per  cent,  and  surrender  the  rest  to  its  competi- 
tors, and  that,  under  no  other  circumstances  or  conditions  will 
it  convey  any  traffic  originating  in  New  York  and  terminating 
beyond  the  State,  however  adroit  and  skillful  its  fast  freight 
agents  may  be,  its  own  organization  of  the  freight  depart- 
ment may  be ;   however  desirous  the  community  may  be  to 
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avail  itself  of  the  superior  gradient  and  greater  celerity  and 
greater  dispatch,  and  of  the  facilities  of  the  New  York  Central, 
it  surrenders  all  those  advantages  of  its  own  organization,  of 
its  own  gradient,  and  everything  else,  for  the  purpose  of  secur- 
ing stability  of  rates  on  the  part  of  its  competitors.  There  is, 
therefore,  no  more  competition  under  this  pooling  contract,  and 
accompanying  agreement  for  the  maintenance  of  rates,  than 
though  all  these  trunk  lines  were  under  one  head,  had  but  one 
stock  ledger,  and  were  but  one  organization.  Mr.  Fink  and  his 
office  have  killed  competition,  and  Mr.  Blanchard  tells  you  that 
it  is  well  done ;  that  unless  railway  men  are  fools  they  will 
never  return  to  that  condition  of  competition ;  that  it  works 
satisfactorily,  so  far  as  ♦hey  are  concerned  ;  and  he  speaks  for 
all  the  railway  companies  when  he  says  this ;  and  that  the 
community  must  look  elsewhere  than  to  competition  to  secure 
to  them  in  this  particular  what  it  does  in  other  departments  of 
human  activity — the  best  result  at  the  lowest  price. 

And  I  say,  well  done,'  that  this  sham  of  competition  between 
railway  companies  should  end  if  the  only  alternative  is  be- 
tween poolings  and  the  condition  that  prevailed  immediately 
before  the  pooling  arrangement  went  into  effect.  It  has  brought 
about  a  change  for  the  better  from  that  which  prevailed  im- 
mediately before  the  pool  was  made,  and  in-  that  respect  re- 
sembles a  violent  alterative  in  medicine  which  brings  a  disease 
which  has  been  lurking  in  vital  parts  to  the  surface,  so  that  it 
may  be  dealt  with  by  the  healing  art. 

As  the  law  now  stands,  however,  these  pooling  arrangements 
are  illegal.  They  are  not  only  against  public  policy  as  that 
policy  is  now  declared  in  the  existing  condition  of  our  legis- 
lation, they  are  not  only  against  the  statute  as  to  unlawful  com- 
binations, but  also  are  against  the  very  structural  basis  of  these 
corporations. 

It  is  a  principle  so  well  established  that  the  merest  tyro  in 
the  law  understands  it,  that  a  corporation  is  confined  within  the 
four  corners  of  its  charter  and  cannot 'go  one  step  beyond ;  a 
railway  authorized  to  carry  for  hire  passengers  and  goods  from 
New  York  to  Buffalo,  is  not,  save  by  special  legislative  author- 
ity so  to  do,  empowered  to  enter  into  a  copartnership  either 
as  to  traffic  divisions  or  as  to  divisions  of  profits  with  another 
corporation  in  another  State  authorized  to  carry  passengers 
from  Baltimore  to  Parkersburgh  or  from  Philadelphia  to  Pittsr 
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burgh,  and  yet  this  pooling  contract  and  its  accompanying 
agreement  for  the  maintenance  of  rates  is  nothing  short  of  a 
copartnership. 

Upon  this  point,  as  to  the  less'flagrant  violation  of  the  law 
attempted  by  the  English  railways,  the  learned  Commission 
that  sat  in  1872,  says  : 

"  Whether  division  of  traffic  receipts  on  the  joint-purse  prin- 
ciple is  valid  at  law  or  not  is  open  to  considerable  doubt.  It 
is  clear  that  the  courts  will  not  set  aside  such  an  arrangement, 
on  the  ground  that  it  is  illegal,  in  the  sense  of  being  contrary 
to  public  policy.  But  the  doubt  is  whether  such  an  arrange- 
ment, which  is,  in  fact,  a  sort  of  partnership,  is  not  ultra  vires 
of  each  company,  and  whether  it  may  not,  therefore,  be  set 
aside  at  the  instance  of  a  shareholder.  »This  doubt,  the  Com- 
mittee are  advised,  is  such  as  to  make  it  unsafe  for  compauies 
to  enter  such  arrangements  without  the  sanction  of  Parliament, 
although  there  is  evidence  that  they  sometimes  do  so." 

And  yet  the  necessities  of  our  railroads  were  such  that  they 
could  not  wait  for  legislation  to  authorize  them  to  do  all  these 
several  acts ;  they  trusted  to  their  power  to  carry  them  through 
in  defiance  of  legislation  and  courts,  and  more  than  all,  their 
main  reliance  rests  upon  a  public  opinion  in  favor  of  these  com- 
binations, because  they  replace  a  condition  which  was  alto- 
gether intolerable ;  they  practically  say  to  this  community  : 
You  must  allow  us  to  combine,  or  we  shall  continue  our  war  of 
rates  as  we  did  heretofore ;  and  you  all  admit  that  such  a  war 
of  rates,  while  it  gives  you  lower  traffic  charges  than  those 
which  now  prevail,  gives  them  to  you  at  the  price  of  uncer- 
tainty in  business,  and  proves  destructive  to  your  local  in- 
terests ;  and  the  community  says  :  Set  law  at  defiance  if  you 
will,  rather  than  that  that  condition  should  once  more  prevail. 
And  here'  we  come  to  the  most  complete  demonstration  of 
which  the  break-down  of  a  legal  system  is  capable — that  the 
community  does  not  dare  to  maintain  the  laws  which  it  has 
enacted,  nor  to  assert  a  policy  which  underlies  its  legislation, 
because  both  the  laws  and  the  policy  were  based  upon  error, 
have  brought  about  a  condition  of  affairs  which  was  so  in- 
tolerable, that  the  community  prefers  to  permit  au  open  de- 
fiance of  its  legislation  for  the  purpose  of  getting  rid  of  the 
bnrdens  that  had  previously  been  borne '  rather  than  by  an 
enforcment  of  the  law  relapse  into  such  prior  condition. 

This  brings  me  to  the  larger  consideration  of  the  concentra- 
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tion  of  power  on  the  part  of  the  community  necessary  to  meet 
the  concentration  brought  about  by  the  railways  themselves. 
So  obvious  has  this  necessity  become  even  to  those  who  came 
to  consider  the  subject  from  the  railway  point  of  view,  that 
Mr.  Fink,  in  recommending  a  corporation  of  corporations 
through  the  instrumentality  of  poolings,  a  concentration 
of  the  railway  power  of  the  United  States,  felt,  that  it  was 
necessary  for  him  to  suggest  that  a  similar  concentration  of 
power  should  take  place  by  the  people  of  the  United  States  by 
clothing  Congress  with  the  necessary  authority  to  enforce  the 
contracts  which  the  inter-State  railways  may  between  each 
other  make,  and  to  subject  these  railways  through  the  instru- 
mentality of  a  commission  to  constant  supervision  and  pub- 
licity. 

I  assume  that  if  the  people  of  the  United  States  had  had  the 
faintest  conception  of  the  extension  which  the  railway  would 
take — that  they  would  become  the  possessors  and  managers  of 
the  great  public  highways  of  the  country,  and  that  the  ordi- 
nary highway  around  which  the  law  has  thrown  from  time  im- 
memorial its  protection  to  prevent  the  levying  of  improper  toll 
thereon  and  to  make  it  safe,  bears  about  the  same  relation  to 
this  modern  steel  highway  as  the  stage-coach  does  to  the  rail- 
way train — if  all  this  had  been  foreseen — the  people  of  the 
UnitedjStates  would  have  taken  some  proper  precautions  to  curb, 
control  and  make  subject  to  their  will  the  gigantic  power  which 
has  since  grown  up.  Had  it  been  foreseen  that  between  1835 
and  1879  our  railroads  would  increase  from  five  hundred  miles 
to  seventy-five  thousand,  it  would  also  have  been  foreseen  that 
State  power  is  in  many  respects  inadequate  to  cope  with  the 
concentrated  power  which  five  thousand  million  dollars  would 
represent,  and  that  one  after  another  of  the  States  would  suc- 
cumb and  its  governmental  machinery  give  way  under  the 
pressure  of  money  power  so  concentrated,  so  active,  and  so 
continuous  in  its  operations  as  that  wielded  by  our  railway 
magnates.  But  we  must  deal  with  our  institutions  as  they  are, 
not  as  we  would  make  them. 

If  all  the  consequences  which  a  hundred  years  of  experience 
have  shown  to  flow  from  our  social  organization  and  institu- 
tions as  they  exist  had  been  presented  to  the  minds  of  our  early 
statesmen  they  would  of  course  havechanged  many  things  which 
have  proved  anomalous,  have  thrown  away  some  safeguards 
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that  are  unnecessary  and  substituted  others  wherein  they  are 
insufficient. 

The  determination  of  the  men  who  framed  our  institutions 
manifests  itself  in  every  line  of  our  earlier  written  constitu- 
tions to  have  'been  the  destruction  of  the  privileges  of  class  or 
individuals  in  the  past,  and  to  protect  the  community,  as  far  as 
their  pre-vision  and  knowledge  permitted,  against  the  organiza- 
tion of  a  privileged  class  or  set  of  individuals  in  the  future. 

We  forbade  the  granting  of  patents  of  nobility,  so  that  there 
shall  be  no  distinction  of  rank.  We  prohibited'  the  entailing 
of  real  property,  so  that  there  shall  be  no  tying  up  of  the  soil 
in  the  hands  of  great  families.  We  forbade  primogeniture,  so 
that  property  shall  be  equally  distributed  by  the  natural  limi- 
tations of  death,  and  to  prevent  a  transmission  of  influences 
that  depended  upon  wealth  beyond  a  single  generation.  We 
inhibited  perpetuities,  entails  and  accumulations  beyond  a  life 
or  lives  in  being  and  a  few  years  thereafter,  so  that  the  great 
leveler  of  mankind,  mortality,  shall  operate  also  upon  the  in- 
fluences gathered  by  individuals  and  prevent  the  person  or 
persons  whose  tenacious  grasp  enabled  them  to  accumulate 
millions  during  their  lifetimes  from  projecting  themselves  into 
future  ages  by  tying  up  their  property  in  the  hands  of  de- 
scendants, disassociated  from  the  intelligence,  vigor  and  pre- 
vision which  enabled  the  ancestor  to  accumulate  this  property. 
And  yet  the  wise  organizers  of  our  Government  failed  to  see  that 
in  what  was  then  but  a  mustard  seed  (the  corporation)  existed 
the  germ  of  all  the  evils  against  which  they  had  so  carefully 
closed  the  door.  They  failed  to  see  to  that  social  distinctions, 
entailments,  perpetuity  and  accumulation  were  possible 
through  the  instrumentality  of  corporate  perennial  existence  • 
and  that  thus  an  artificial  individual,  a  mere  manufacture  by 
State  machinery,  could  become  an  engine  for  the  accumulation 
and  absorption  of  wealth,  which  by  the  law  of  its  existence  was 
prevented  from  being  operated  upon  by  that  natural  distribu- 
tor of  influences,  death,  and  that  this  brought  in  its  train  all 
the  evils  against  which  the  fathers  of  our  institutions  had  so 
carefully  guarded  us,  with  several  in  addition,  of  which  the 
most  prominent  one  is  the  fact  that  it  is  a  being  without  con- 
science, without  direct  responsibility,  without  the  possibility  of 
the  small  good  to  the  people  which  arises  from  the  danger  to 
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the  individual  who  exercises  power  unscrupulously  of  being 
assassinated. 

I  am  not  unmindful  of  the  fact  that  the  State  Constitutions 
reserve  to  the  various  States  the  right  to  alter,  modify  or 
abolish  corporate  rights,  yet  corporations  have  so  thoroughly 
taken  possession  of  State  organizations  that  this  right  has  been 
exercised  to  but  a  very  limited  degree,  and  has  thus  become  at 
best  but  a  theoretical  reservation  of  rights. 

And  iu  this  connection  it  is  well  for  us  to  cast  a  glance  at 
the  men  who  wield  the  vast  powers  of  these  corporations. 

Huntington,  Jewett,  Scott,  Garrett,  Gould  and  Vanderbilt  are 
the  great  masters  of  our  trunk  line  system,  and  between  them 
they  wield,  and  combinedly  they  control,  a  conglomerate  capital 
of  thousands  of  millions  of  dollars.  Some  of  them  you  have  had 
before  you.  They  are  shrewd,  intelligent  and  adroit  ;j>they  are 
powerful  men,  butj  they  are  men  of  very  different  type  from 
the  great  inventors,  who  originally  devised  and  perfected  the 
locomotive  and  the  iron  way  upon  which  it  runs.  These  latter 
day  men  have  entered  the  railway  world  as  great  operators  and 
speculators.  Without  characterizing  their  conduct  with  oppro- 
brious names.it  is  safe  to  say  that  there  was  no  thought  of  pub- 
lic ends  or  public  good,  no  conception  of  benefiting  any  one  but 
themselves  and  their  own  families,  which  induced  any  one.  of 
those  men  to  take  possession  of  the  roads  which  they  respect- 
ively govern,  and  there  is  no  thought  of  public  duty  in  connec- 
tion with  the  exercise  of  their  functions.  If  the  public  is  served 
by  what  they  conceive  to  be  their  private  interests,  so  much  the 
better  ior  the  public.  If  the  public  interest  does  not  subserve 
their  private  interest,  the  public  interest  must  give  way  to  their 
private  interest.  There  can  be  no  question  about  this.  Mr. 
Vanderbilt  s^told  you,  Mr.  Jewett  so  told  you,  Mr.  Blanch- 
,ard'so  admitted,  and  all  the  men, we  have  had  before  us, 
while  they  prate  about  public  interests,  concede  that  the 
first  interests  entitled  to  respect  at  their  hands,  are  those  of 
the  stockholders,  and  they  will  serve  that  interest  first.  And 
this  investigation  has,  upon  the  minds  of  some  of  these  gentle- 
men, let  in  the  first  ray  of  light  that  there  is  as  to  the  public 
highway  a  public  duty,  to  which  they  have  hitherto  been  ut- 
terly regardless.  Although  they  claim  that  the  pooling  ar- 
rangement answers  the  public  purposes  better  than  what 
preceded  it  was  instituted  because  it  served  the  private  pur- 
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poses  of  the  railway  better  than  the  chaotic  condition  that 
previously  existed.  We  are  to  remember  how  Dew  is  the  light, 
even  as  to  the  pooling  arrangements,  and  how  recent  are  the 
contests  which  they  admit  were  destructive  pf  both  public  and 
private  interests  ;  and  these  contests  were  waged  by  the  same 
men  who  now  have  control  of  the  great  railway  interests  of  this 
country,  and  who  had  control  of  these  same  interests  when  these 
violent  wars  raged  between  railway  corporations,  and  who,  in 
principle,  disregard  the  public  or  the  private  interests  of  those 
of  their  stockholders,  as  they  are  now  willing  to  admit,  when 
such  a  war  rages,  and  are  willing  to  carry  on  their  contests  to 
the  destruction  of  their  own  interests  as  well  as  to  that  of  the 
larger  interests  of  the  State. 

If  therefore  the  passions  which  are  now  dormant  should, 
between  these  great  magnates,  break  out  once  more — it  they 
should  suspect  or  know  that  one  of  the  contracting  parties 
had  played  false — what  guarantee  has  the  State  but  that  once 
more,  for  the  purpose  of  punishing  an  enemy,  the  dogs  of  war 
will  be  let  loose,  and  the  same  utterly  demoralized  condition 
of  rail  rates — a  condition  which  has  destroyed  our  milling 
interests,  which  necessitated  emigration  from  our  State,  which 
was  rapidly  destroying  our  agricultural  interests — may  once 
more  set  its  destructive  engines  at  work  and  consummate  a 
ruin  which  was  threatened  before. 

No  community  can  in  the  long  run  allow  its  great  publio 
highways  to  remain  in  the  hands  and  under  the  exclusive  con- 
trol of  private  interests.  Were  it  but  suggested  that  the  Hud- 
son river  be  placed  into  the  hands  of  a  private  corporation, 
with  power  to  levy  toll  thereon  as  it  may  see  fit,  there  would  be 
a  general  outcry  against  subjecting  a  community  to  the  out- 
rageous exactions  that  may  thus  be  levied  ;  and; yet  the  Hud- 
son river  is  less  of  a  highway  than  the  iron  ways  on  its  shores, 
and  carries  to-day  upon  its  broad  bosom  a  less  tonnage  than 
the  railways  which  centre  in  New  York  pour  upon  her  docks. 

The  members  of  the  Committee  may  have  noticed  how  fre- 
quently Judge  Shipman  has  seen  fit  to  twit  me  that  I,  as  a  dis- 
ciple of  Cobden  and  of  Mill,  a  believer  in  free-trade,  should  be 
so  strongly  iu  favor  of  some  regulative  power,  on  the  part  of 
the  State,  in  the  case  of  the  railways,  and  it  appeared  to  him, 
as  it  has  to  many  of  my  friends  in  New.  York,  an  inconsistent 
position  for  me  to  hold. 
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I  really  would  be  open  to  the  charge  of  being  a  doctrinaire, 
which  I  claim  to  be  an  unfounded  charge  as  against  me,  if  I  were 
to  ride  a  principle  so  far  to  death  as  not  to  recognize  obstacles 
and  difficulties  as  to  its  application  when  they  have 
become  patent  after  thirty  years  of  experience.  But  even 
the  very  men  at  whose  feet  I  have  learned  my  political  econ- 
omy have  never  for  one  moment  claimed  that  the  railway  was 
to  be  let  free  in  making  its  charges  and  enter  into  its  contracts. 
Gladstone,  in  his  early  career,  was  chairman  of  the  first  railway 
committee  to  take  into  consideration  what  steps  should  be 
taken  to  remedy  the  defects  that  had  already  cropped  out  in 
the  legislation  of  England  in  not  sufficiently  subjecting  to  con- 
trol the  railway  system  of  that  country. 

Mr.  Mill,  in  his  book  on  Political  Economy  lays  down  the 
rule  :  "  The  third  exception  which  I  shall  notice  to  the  doctrine 
that  the  government  cannot  manage  the  affairs  of  individuals 
as  well  as  the  individuals  themselves,  has  reference  to  the  great 
class  of  cases  in  which  individuals  can  only  manage  the  con- 
cern by  delegated  agency,  and  in  which  the  so-called  private 
management  is  in  point  of  fact  hardly  better  entitled  to  be 
called  management  by  the  persons  interested  than  administra- 
tration  by  a  public  officer. 

Whatever,  if  left  to  spontaneous  agency,  can  only  be  done 
by  joint  stock  associations  will  often  be  as  well  and  sometimes 
better  done  so  far  as  the  actual  work  is  concerned  by  the 
State.  _     ***** 

Against  the  very  ineffectual  security  afforded  by  meetings  of 
shareholders  and  by  an  individual  inspection  and  inquiries, 
maybe  placed  the  greater  publicity  and  more  active  discussion 
and  comment  to  be  expected  in  free  countries  with  regard  to 
the  affairs  in  which  the  general  government  takes  part. 

The  defects,  therefore,  of  government  management  do  not 
seem  to  be  necessarily  much  greater,  if  necessarily  greater 
at  all,  than  those  of  management  by  joint-stock." 

Appleton's  2d  Ed.,  Vol.  II,  page  582. 

And  at  the  conclusion  of  his  excellent  chapter  on  Compe- 
tition, he  says  : 

"  These  observations  must  be  received  as  a  general  correc- 
tion, to  be  appLed  whenever  relevant,  whether  expressly  men- 
tioned or  not,  to-  the  conclusions  contained  in  the  subsequent 
portions  of  this  treatise  ;  our  reasonings  must  in  general  pro- 
ceed as  if  the  known  and  natural  effects  of  competition  were 
actually  produced  by  it  in  all  cases  in  which  it  is  not  re- 
strained by  some  positive  obstacle. 
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Where  competition,  though  free  to  exist,  does  not  exist,  or 
where  it  exists,  but  has  its  natural  consequences  overruled  by 
any  other  agency,  the  conclusions  will  fail  more  or  less  of  be- 
ing applicable. 

To  escape  error  we  ought,  in  applying  the  conclusions  of 
political  economy  to  the  actual  affairs  of  life,  to  consider,  not 
only  what  will  happen,  supposing  a  maximum  of  competition, 
but  how  far  the  result  will  be  affected  if  competition  falls  short 
of  the  maximum." 

Vol.  1.   page  312,  ibid. 

"  Id  many  cases  the  community  needs  some  other  security 
for  the  fit  performance  of  the  service  than  the  interest  of  the 
managers,  and  it  is  the  part  of  government  either  to  subject  the 
business  to  a  reasonable  condition  for  the  general  advantage,  t 
or  to  retain  such  power  over  it  that  the  profits  of  the  mon- 
opoly may  at  least  bo  obtained  for  the  public.  This  applies 
to  the  case  of  a  toad,  a  canal  or  arailway.  These  were  always 
in  a  great  degree  practical  monopolies,  and  the  government 
which  concedes  such  monopoly  unreservedly  to  a  private  com- 
pany does  much  the  same  thing  as  if  it  allowed  an  individual 
or  association  to  levy  any  tax  they  chose  for  their  own  benefit 
on  all  the  malt  produced  in  the  country  or  on  all  the  cotton 
imported  iiito  it. 

To  make  the  concession  for  a  limited  time  is  generally  justi- 
fiable on  the  principle  which  justifies  patents  for  inventions; 
but  the  State  should  either  reserve  to  itself  a  reversionary 
property  in  sucb  public  works  or  should  retain  and  freely 
exercise  the  right  of  fixing  a  maximum  of  fares  and  charges, 
and  from  time  to  time  varying  that  maximum." 

Vol.  II,  page  584,  ibid. 

It  took  some  considerable  time  before  it  was  discovered  both 
in  England  and  in  this  country  that  competition  was  not  the 
proper  regulator  of  railway  charges  ;  and  that  therefore,  leav- 
ing the  railway  free  warren  to  impose  what  it  pleased  in  the 
way  of  toll,  was  an  abnegation  of  that  primary  function  of  gov- 
ernment which  demands  at  its  hands  that  it  shall  protect  the 
governed  from  the  effects  of  monopoly,  and  that  it  itself  shall 
not  create  monopolies.  And  the  reason  of  this  lies  deep  in  the 
nature  of  things — particularly  the  nature  of  the  roadways.  Two 
communities  separated  at  considerable  distance  from  each  other 
are  united  by  a  canal ;  a  railway  is  built  bringing  them  into  much 
closer  proximity  and  enabling  an  intercourse  which  theretofore 
between  those  two  places  was  unknown.  Instantly  the  benefits 
permeate  both  communities.     The  surplus  product  of  the  one 
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overflows  into  the  other  and  the  general  prosperity'  of  both 
places  increases.  Therefore,  in  the  case  of  all  the  early  rail- 
ways, although  their  charges  may  have  been  relatively  higher 
as  compared  with  the  railway  charges  of  to-day,  yet  as  no  means 
of  inter-communicatiou  had  theretofore  existed  at  all  to  be  com- 
pared with  the  inter-communication  then  established,  an  ad- 
vantage so  great  resulted  therefrom  as  though  at  both  places 
new  and  important  departments  of  industry  had  been  discovered 
and  were  being  exploited.  This  state  of  affairs  continues  until 
the  question  of  relative  profit  comes  in,  because  all  the  relations 
of  life  in  the  two  communities  quickly  adjust  themselves  to  the 
new  conditions,  and  what  was  yesterday  possibly  an  undreamed 
of  luxury  becomes  to-day  a  necessity,  to  which  all  modes  of  life 
adapt  themselves. 

After  the  prosperity  of  this  community  has  been  established 
by  this  new  means  of  inter-communication,  and  the  circum- 
stances which  attend  that  prosperity  have  created  an 
adaptation  of  modes  of  life  and  systems  of  doing  business  to 
this  new  means  of  inter- communication,  then  and  thereafter 
the  railway  company  is  not  in  a  position  to  say  to  that  same 
community  :  "  No  matter  what  I  charge  to  other  people,  you 
are  still  better  off  than  you  were  by  the  canal  (if  forsooth  it 
should  make  lower  rates  to  a  more  disianf  point  than  to  an 
intermediate  one),  and  the  prosperity  that  you  had  when  the 
canal  alone  served  you  still  continues,  although  some  one  else 
is  better  served."  But  the  mere  fact  that  the  railway  goes  to 
some  other  point  and  puts  this  community  in  competition  with 
such  farther  point,  makes  the  prosperity  of  a  given  com- 
munity thereafter  dependent  upon  the  railway  serving  it 
fairly  as  compared  with  such  other  points  ;  although  as  com- 
pared with  the  time  when  such  community  was  solely  served 
by  such  canal,  when  all  were  served  by  the  canal,  its  pros- 
perity had  very  largely  increased. 

This  brings  in  the  further  question  of  terminal  points,  or 
competitive  points,  which  detrimentally  affect  intermediate 
points  where  competitive  rates  are  not  made,  and  where  abso- 
lute charges  are  fixed.  Whether  sincere  or  insincere  is  not  to 
the  purpose;  the  railway  manager  says  to  this  Committee 
substantially,  that  Utica  has  no  right  to  complain  if  the  New 
York  Central  refuses  to  make  as  favorable  terms  for  it  as  it  does 
for  a  competitive  point  in  the  W^st,  because  after  all  said  a,nd 
58 
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done  Utica  is  to-day  better  served  by  the  railway  than  itever  was 
by  the  canal.  That  would  be  an  answer  if  Utica  were  not  in  com- 
petition with  other  points  as  to  its  business,  and  the  moment 
that  that  competition  prevails  the  railway  service  is  no  longer 
to  be  measured  by  the  lessened  past  service  of  the  canal,  but  by 
the  increased  service  or  better  service  of  the  competitive  lines 
or  Utica's  own  line  of  rail. 

To  illustrate  my  point  more  clearly.  Two  manufacturers, 
side  by  side,  have  passed  through  the  various  stages  in  the 
weaving  of  silk,  from  the  hand  loom  to  the  power  loom,  and 
both  of  course  enlarged  their  works,  their  operations  and  their 
profits  by  the  substitution  of  steam  driven  shuttles  for  the  old 
hand  weaving  stool. 

One  of  the  manufacturers  secures  a  monopoly  of  the  Jac- 
quard  loom,  and  is  enabled  to  make  cheaper  and  better  silks 
than  his  neighbor  next  door.  Little  consolation  to  that  neigh- 
bor next  door,  who  is  driven  to  the  wall  and  in  danger  of  bank- 
ruptcy, that  he  is  better  off  than  he  was  with  the  hand-loom.  In 
point  of  fact,  the  question  whether  he  shall  be  prosperous  or 
not  is  no  longer  dependent  upon  a  reverting  to  the  hand-loom 
or  the  profits  that  he  made  by  the  first  substitution  of  the  power 
loom,  but  he  must  keep  abreast  of  all  competitors  or  go  to  the 
wall. 

Therefore,  it  is  little  to  the  purpose  and  idle  for  railway  ad- 
vocates to  speak  of  the  immense  advantages  that  society  has 
reaped  from  the  substitution  of  the  railway  for  the  slower  and 
more  difficult  means  of  inter-communication  that  preceded  it ; 
society  has  reaped  all  these  advantages,  but  great  classes  in 
society  and  great  communities  are  subjected  to  disturbances  of 
trade,  to  ruin  and  desiruction  by  the  very  engine  which  creates 
vast  advantages  on  the  instant  that  that  engine  of  civilization 
and  of  progress  distributes  its  favors  unequally.  Hence  it  took 
time  before  the  community  discovered  that  the  railway  may^  to 
certain  individuals,  by  an  unequal  distribution  of  its  benefits, 
involve  ruin,  from  the  moment  that  the  wider  competition 
brought  about  by  the  railways,  as  between  localities  and  other 
lines,  began  to  make  itself  felt. 

Again,  the  fact  pointed  out  by  Mr.  Morrison,  M.  P.,  in  a 
speech  to  which  I  shall  again  refer,  was  lost  sight 
of,  that  to  obtain  competition  in  railroads  you  have  to  expend 
so  large  a  sum  of  money  that  governmental  regulation  is  a,  very 
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much  more  economical  method  of  administration  than  the 
wastefulness  involved  in  building  new  lines. 

Take  the  case  of  a  dock,  or  a  series  of  docks.  It  is  conceiv- 
able that  a  private  company  may  offer  to  build  for  the  harbor 
of  New  York  a  series  of  superb  docks,  on  the  condition  that 
it  shall  be  permitted  to  charge  certain  tonnage  tolls  on 
vessels  making  use  of  them ;  if  the  government  were  to 
surrender  our  water  front  to  such  a  private  corporation  for- 
ever, to  charge  such  tolls  as  it  saw  fit,  it  would  be  perfectly 
clear  that  it  was  creating  a  monopoly  power  which  in  time 
would  become  quite  intolerable.  Although  it  might  reserve 
to  itself  the  right  to  organize  other  dock  companies  or  allow 
other  dock  companies  to  be  formed,  still  the  dock  company  first 
in  possession  of  the  best  part  of  the  water  front  would  have 
in  itself  a  natural  monopoly  and  advantage' over  the  second 
company.  And  if,  as  it  happens  with  railroad  property,  the 
dock  facilities  which  the  first  company  would  construct  are  abun- 
dant for  all  the  commerce  for  generations  to  come,  it  would 
be  necessary  to  invest  millions  upon  millions  of  dollars  in  a 
second  company's  works  for  the  purpose  of  having  anything 
approaching  competition  between  the  two.  And  yet  how 
quickly  would  even  here  our  reliance  upon  competition  be 
found  to  be  illusory  and  deceptive,  because  the  two  dock  com- 
panies would  combine  upon  a  rate  of  toll  which  will  probably 
be  as  much  in  excess  of  what  the  original  dock  company  would 
have  charged  as  was  necessary  to  pay  interest  upon  the  unneces- 
sary capital  invested  in  the  second  company  for  the  purpose  cf 
creating  a  competition  which  in  the  end  ceased  to  compete. 

Now,  this  is  a  case  strictly  analogous  to  our  railway  system. 
Our  railways  are  chartered  upon  the  basis  or  supposition  of 
competition.  Instead  of  mapping  out  our  country  and  creat- 
ing great  trunk  lines  and  feeders  thereto,  we  have  made  to 
certain  points  four  or  five  trunk  lines,  when  one  would  have 
sufficed  to  do  the  whole  business,  and  what  with  stock  water- 
ings and  knavish  manipulations  of  capital  and  construction 
accounts,  these  respective  four  or  five  roads  represent  a  capital 
and  fictitious  valuation  probably  ten  times  the  amount  of 
capital  necessary  to  supply  the  particular  want  for  transporta- 
tion to  pay  interest  on  which  rates  must  be  artificially  main- 
tained. 

It  is  this  peculiarity  of  the  railway,  in  addition  to  all  .those 
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that  I  have  already  mentioned,  thatjits  fixed  charges  are  ofso 
permanent  a  character  and  bear  relatively  so  large  a  propor- 
tion on  a  small  amount  of  business  to  the  transportation 
charges  or  movable  charges,  that  takes  the  railway  out  of  all 
rules  -which  affect  competitive  enterprises.  The  service 
rendered  by  it  can  be  indefinite^-  extended  with  but  a  very 
limited  additional  outlay  of  capital ;  because  to  render  a  like 
service  even  to  a  limited  degree  requires  an  enormous  outlay 
of  new  capital ;  consequently  there  is  a  constant  temptation  on 
the  part  of  the  one  in  business  to  regard  each  new  business 
after  the  amount  of  traffic  on  the  road  pays  outlay  on  the 
capital  as  so  much  gained  to  the  road,  that  the  question  with 
the  corporation  is  whether  they  are  willing  to  take  it  at  any 
price  rather  than  lose  it;  and  that  is  what  the  witnesses  who 
have  been  examined  before  this  Committee  mean  when  they  say 
we  do  not  treat  the  new  business  upon  the  basis  of  what  it  will 
cost  us  to  do  the  work.  But  the  question  is,  having  a  certain 
amount  of  rolling  stock  and  a  certain  investment  of  permanent 
capital  in  permanent  way  &c,  whether  we  are  willing  to  let  the 
business  take  other  directions  or  to  take  it  at  any  rate  above 
the  actual  cost  of  the  haul. 

This  condition  gives  to  the  existing  lines  of  rail  an  enormous 
advantage  over  any  new  competitor,  and  necessarily  takes  the 
business  out  of  the  general  law  of  competition,  even  were  other 
conditions  the  same  ;  and  that  is  also  the  reason  why  railway 
officials  say  that  the  price  of  transportation  has  nothing  to  do 
with  determining  the  tariff.  After  a  certain  amount  of  business 
is  done  upon  the  road,  it  has  not.  Up  to  the  point  of  estab- 
lishing a  new  business  that  will  pay  the  interest  upon  capital 
the  cost  of  doing  the  whole  business  determines  the  original 
investment  of  the  capital ;  but  after  business  has  been  ac- 
quired sufficiently  large  to  return  interest  upon  that  original  in- 
vestment, all  new  business  is  treated  upon  competitive  prin- 
ciples without  the  slightest  regard  to  cost  of  transportation, 
if,  in  such  cost  of  transportation,  be  computed  a  return  of  in- 
terest upon  capital. 

Another  reason  why  competition  must,  in  process  of  time,  be 
excluded  in  railway  enterprises,  however  much  you  may  extend 
the  system,  is  closely  connected  with  the  one  last  set  forth  of 
the  enormous  amount  of  capital  necessary  to  be  put  into  an 
enterprise  to  create  competition,  and  that  is  the  very  great 
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economy  which  results  from  railway  combination  in  regard  to 
cost  of  administering  a  railway  property.  Every  amalgama- 
tion or  consolidation  of  railways  lessens  enormously  the  econ- 
omy of  administering  both  or  more  roads  combinedly.  I  am 
quite'sure  that  Mr.  Fink  would  admit  that  independent  of  the 
increased  rates  which  the  railways  get  by  reason  of  che  creation 
of  his  office,  and  notwithstanding  the  elaborate  machinery  that 
appertains  thereto  and  all  its  expenses,  including  his  own 
salary  and  the  salary  of  all  the  clerks  that  he  employs,  is  very 
much  less  than  the  expense  that  theretofore  prevailed  in  rela- 
tion to  competitive  traffic,  and  the  expenses  of  officers  who  had 
it  in  their  charge,  and  the  expenses  incident  to  finding  out 
facts  as  to  other  railways  for  which  the  twenty-six  combined 
railway  companies  over  which  he  has  control — must  have 
been  at  least  formerly  ten  times  greater. 

As  to  English  railways,  Mr.  Pease,  member  of  Parliament, 
and  one  of  the  Directors  of  the  Northwestern  Railway,  says, 
in  answer  to  question  5,130,  before  the  Joint  Committee  of 
1872 : 

"Q.  Have  you  formed  any  opinion  upon  the  possibilities  of 
railway  competition  generally  ?  A.  I  do  not  believe  in  railway 
competition  at  all ;  I  believe  it  is  a  complete  myth  ;  I  do  not 
think  that  at  this  moment  there  is  a  competitive  rate  existing 
in  the  kingdom  ;  as  soon  as  ever  there  are  two  routes  for 
traffic,  they  may  work  for  a  week  or  two,  or  a  month  or  two, 
as  competing  routes,  but  the  rates  are  settled  and  arranged 
before  many  months  are  over." 

There  is,  therefore,  a  tendency  of  an  economical  nature 
towards  combination  very  much  mote  powerful  than  any  law 
designed  to  check  it.  If  the  law  should  prevent  actual  com- 
bination, it  could  not  prevent  a  purchase  of  the  stock  of  the 
rival  line  by  the  individual  directors  of  the  larger  corporation, 
and  thus  practically  to  produce  amalgamation  and  consolida- 
tion in  defiance  of  the  xinderlying  policy  of  the  law. 

But  we  need  no  further  assurance,  so  far  as  this  Committee 
is  concerned,  than  that  of  Mr.  Blaneharcl,  the' mouth-piece  of 
the  railways,  who  has  been  presenting  to  the  Committee  the 
railway's  view  of  the  situation  in  an  uninterrupted  stream  of 
argument,  inference  and  statistics  for  seven  successive  days, 
who  has  told  you  distinctly  that  railway  managers  would  be 
fools  to  surrender  the  close  combination  of  all  their  interests 
by  the  copartnership  which  they  have  formed,  and  that  more 
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and  more  of  this  combination  of  'he  railway  interest  will  take 
the  place  of  what  is  now  known  as  railway  strife  and  railway' 
war,  and  the  excuse  that  the  railway  offers  to  this  Committee 
for  not  competing  with  each  other  so  as  to  comply  with  the 
theory  upon  which  the  general  railway  act  was  passed  is  that 
railway  competition  does  not  partake  of  the  nature  of  ordinary 
competition,  but  is  a  war  of  high  contracting  powers,  from 
the  consequences  of  which  the  community,  although  it  re- 
ceives lower  rates,  suffers  more  largely  than*  the  railway  it- 
self; because  rates  then  become  demoralized  and  personal. 
And  this  is  substantially  a  concession  of  the  whole  of  our  posi- 
tion— that  what  the  railway  law  regarded  as  competition 
meant  a  condition  of  affairs  utterly  intolerable ;  that  when 
unrestricted  competition  prevails  between  railway  corporations 
a  community  is  in  a  worse  condition  than  when  these  competi- 
tors combine  ;  that  although  each  individual  gets  a  lower  rate 
than  he  obtained  before,  yet  from  the  mere  fact  that  somebody 
else  may  be  obtaining  a  still  lower  rate  or  advantages,  he  is 
placed  at  a  constant  disadvantage  with  such  neighbor,  and 
this  illustrates,  on  a  sma'l  scale,  for  a  short  period  of  time, 
in  individual  instances,  the  great  hardships  that  are  wrought 
on  a  larger  scale  and  during  greater  permanency  as  to  time  by 
these  great  carrying  corporations  as  to  localities  and  centres 
of  industry  in  our  State. 

That  the  necessity  for  constant  governmental  supervision  was 
foreseen  by  statesmen  of  other  countries,  and  not  by  ourown,  in 
relation  to  railway  charges,  is  a  melancholy  fact  which  we  must 
remedy  now  as  best  we  can. 

In  France  all  this  was  foreseen  and  provided  for,  and  curi- 
ously enough,  it  was  a  poet  who  foresaw  i*t.  Of  all  men,  the 
very  man  against  whom  the  most  withering  contempt  would  be 
felt  and  expressed  by  a  Vanderbilt,  a  Gould,  and  I  venture  to 
say  by  Mr.  Blancbard.  Lamartine,  with  that  ken  which 
characterizes  the  utterances  of  the  poet-statesman  said  when 
the  question  came  up  in  the  French  legislative  chamber  in 
1838,  whether  it  would  be  wise  to  clothe  the  French  roads  with 
power  to  regulate  their  own  traffic  by  absolute  control  over 
their  own  tariffs. 

"What  will  be  the  consequence  if  after  your  imprudent 
system  will  have  been  inaugurated  by  constituting  collective 
interests  in  industry  and  financial  operation  of  countless  share- 
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holders  representing  five  or  six  thousand  millions  of  francs, 
which  the  organization,  as  you  propose  it  of  railways,  will 
combine  in  the  hands  of  these  companies  ;  if  you  do  not 
keep  in  your  own  hands  the  power  over  the  tariff?  Do  you 
pretend  to  say  that  when  the  system  is  completed  you  can 
then  change  the  tariff?  How  will  you  do  it?  By  the  law? 
Who  will  authorize  the  law  ?  The  shareholders  who  in  one 
way  or  another  will  be  represented  in  this  chamber.  Cieate 
new  lines  ?  Who  will  vote  the  new  lines  ?  Again  the  share- 
holders in  the  old  lines.  Authorize  rivals?  Who  will  raise 
them?  The. shareholders  represented  in  this  chamber  in  the 
old  lines.  Do  you  want  to  better,  perfect  or  change  the  system 
on  your  lines?  But  who  will  better  the  condition,  and  who  will 
create  these  reforms  which  are  demanded  for  the  -general  in- 
terest of  the  country  ?  Why,  again,  the  shareholders  in  the  old 
lines  here  represented.  You  must  therefore,  before  this  great 
power  comes  into  being,  make  the  Stete  sufficiently  powerful  to 
make  head  against  that  interest  which  otherwise  will  overtop 
every  other." 

The  Chamber  heeded  this  advice  ;  there  are  no  pref  erentia 
tariffs  in  France,  and  there  is  no  such  railway  question  as 
we  have  here  ;  and  the  State  in  forty  years  will  by  having 
wisely  limited  its  concessions  to  the  French  railways  for 
ninety-nine  years,  fall  heir  to  a  property,  as  large  in  value  as 
the  French  national  debt. 

Mr.  Blanchard  has  testified  about  the  cultivation  of  business 
by  the  manipulation  of  the  tariff  along  the  line  of  his  road.  In 
other  words,  that  he  will  make  a  special  rate  to  a  factory  to  be 
constructed,  with  the  view  of  permitting  it  to  do  business  in 
competition  with  factories  aloDg  the  line  of  other  railways. 

I  propose  to  meet  that  question  right  here,  because  it  seems 
to  me  that  it  is  at  bottom  a  method  of  administration  which  I 
thought  was  peculiar  to  governments,  not  a  method  of  busi- 
ness that  is  peculiar  to  railways. 

The  Government  alone  claims  and  exercises  the  privilege  of 
protecting  favored  manufacturers  at  the  expense  of  industries 
less  favored.  Free-traders  have  always  insisted,  and  I  think 
with  justice,  that  that  is  using  the  machinery  of  taxation  to 
build  up  one  industry  inevitably  at  the  expense  of  another 
and  possibly  at  the  risk  and  danger  of  pulling  down  another. 
The  larmer  of  this  country  haying  great  natural  advantages  over 
the  farmer  of  every  other  country,  is  exorbitantly  taxed  for  every 
article  that  be  consumes  upon  his  farm  in  the  way  of  iron,  or  in  the 
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supply  of  every  article  in  which  iron  forms  an  element,  for  the 
purpose  of  protecting  the  iron  industry  of  this  country  at  bis 
expense.  As  the  Government  has  not  any  revenues  or  means 
of  its  own,  independent  of  that  which  it  derives  from  the 
people,  it  cannot,  from  the  nature  of  things,  favor  one  without 
making  somebody  else  pay  for  it,  and  it  either  results  in  pull- 
ing down  the  farming  interest,  or  somewhat  equalizing  the 
enormous  advantages  of  the  farming  interest  by  an  artificial 
burden  which  the  farming  interest  is  compelled  to  carry  for  the 
purpose  of  maintaining  an  industry  that  cannot  stand  upon  its 
own  feet.  The  railway,  as  to  the  particular  that  it  has  no 
funds  of  its  own,  and  that  all  that  it  gets  it  derives  from  the 
community  it  serves,  is  precisely  in  the  same  position  that 
the  Government  is.  If  Mr.  Blanchard  insists  upon  making  a 
special  tariff  to  a  particular  industry  along  the  line  of  his  route 
at  an  unremunerative  rate  to  the  railway,  so  as  to  foster  that 
industry,  he  can,  to  be  just  to  the  shareholders,  only  do  it 
by  making  some  other  traffic  pay  more,  upon  the  theory  that 
he  will  burden  it  as  much  as  it  will  bear. 

And  when  he  does  so,  he  has  on  a  small  scale  carried  out 
the  same  protective  notion  that  the  Government  does  upon  a 
a  larger  scale,  with  less  excuse  than  the  Government  has 
so  far  as  the  general  welfare  is  concerned,  and  with  liability  to 
greater  abuses. 

In  that  connection,  the  answers  made  by  Mr.  Clarke,  Presi- 
dent of  the  Liverpool  Chamber  of  Commerce,  to  the  English 
Joint  Committee  of  Parliament,  is  pertinent  here  : 

"  Q.  1392.  The  practical  advantage  of  basing  the  rate  on  the 
cost  of  carriage,  &c,  is  this,  that  the  places  where  traffic  can 
now  be  carried  at  the  lowest  rate  consistently  with  the  usual 
amount  of  profit  are  charged  at  a  rate  far  in  excess  of  what  I 
call  the  natural  rate,  and  the  result  of  that  is  that  the  trade  of 
the  country  suffers,;  that  the  consumers  in  those  districts,  who 
are  entitled,  as  I  conceive,  to  all  the  advantages  of  their  nat- 
ural situation,  are  haudicapped  for  the  supposed  advantage — 
not  always  real  advantage,  but  the  supposed  advantage  of  per- 
sons in  other  parts  of  the  country  less  lavorably  circumstanced 
by  nature ;  in  point  of  fact,  my  contention  is  this,  that  those 
rates,  so  far  as  they  are  levied  upon  any  principle  at  all,  are 
levied  upon  the  exploded  principle  of  protection  ;  they  are 
levied  with  a  view  of  redressing,  so  to  speak,  the  natural  ine- 
qualities "which  exist  between  different  places  of  production 
and  consumption,  and  that  sound  principle  is  totally  opposed 
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to  that,  which  is,  that  each  place  of  production  and  consump- 
tion should  have  a  fair  and  open  field  for  the  conveyance  of 
its  commodities  at  the  lowest  possible  rate  consistent  with  the 
cost  of  carrying  the  traffic,  and  with  the  earning  of  a  reason- 
able amount  of  profit. 

Q.  1393.  Then  I  understand  from  that  that  your  view  is 
that  the  public,  spsaking  generally,  woul'd  not  be  likely  to  ob- 
tain any  great  advantage  from  this  change,  whereas  certain 
localities,  such,  for  instance,  as  Liverpool,  in  the  case  of  sugar, 
would  obtain  a  considerable  advantage  ? 

A.  I  think  that  the  public  would  obtain  an  enormous  advan- 
tage, but  I  think  that  the  result  of  it  would  be  gradual ;  I  do 
not  say  all  at  once,  but  the  result  of  it  would  be  a  very  consid- 
erable diminution  in  the  cost  of  the  transit  throughout  the 
country;  I  would  compel  railway  companies  to  re-cast  their 
existing  rates,  and  if  there  were  i.ates  which,  as  I  have  heard  it 
asserted  over  and  over  again,  are  actually  losing  rates,  they 
would  have  to  face  the  question — upon  what  principle  a  rail- 
way company  should  carry  any  description  of  traffic  at  an  ab- 
solute loss  to  itself ;  I  think  that  the  advantage  of  adopting  a 
sound  policy  of  this  kind  would  be  very  great,  not  merely  to 
the  localities  which  suffer  from  the  existing  system,  but  to,  the 
whole  country  ;  because,  I  wish  to  put  this  to  the  Committee, 
that  although  we  in  Liverpool  complain  with  regard  to  the  in- 
cidence of  these  rates,  it  is  an  utter  mistake  to  suppose  that 
we  are  the  only  people  affected  by  them,  and  the  trade  of 
Liverpool  is  the  trade  of  the  whole  country  passing  through 
the  Mersey ;  it  is  one  trade  in  particular ;  these  rates  affect 
every  consumer  throughout  the  whole  of  the  country,  and  if 
you  have  a  system  which  levies  an  undue  burthen  upon  the 
transport  of  commodities,  every  consumer  of  those  commodi- 
ties has  to  pay  his  share  of  the  burthen.  " 

Of  a  piece  with  Mr.|Blanchard's  answer  is  one  made  by  Mr. 
Clark,  the  freight  agent  of  the  New  York  Central  Eailroad, 
who  stated,  in  answer  to  a  question  put  to  him  by  the  Chair- 
man, that  the  theory  of  these  special  rates  was  the  same 
as  the  government's  in  relation  to  its  protective  tariff;  and, 
indeed,  the  authoritative  spokesman  for  the  New  York 
Central  Eailway,  before  this  Committee,  Mr.  Depew,  said, 
in  a  speech  delivered  some  few  years  ago,  before  the  Rail- 
road Committee  of  the  Assembly  :  '■  That  we"  (the'  New  York 
Central  Eoad)  "  say  to  the  man  who  comes  to  the  New  York 
Central  Eoad  and  wants  to  establish  a  special  line  of  business 
at  any  point  on  our  road — '  Go  there;  put  in  your  money; 
build  up  your  enterprise ;  we  will  protect  you  and  give  you  a 
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rate  by  which  you  can  live  alongside  of  your  water-course 
within  the  locality  which  you  wish  to  develop ;  we  say  to 
Rochester,  to  Utica,  to  Syracuse,  to  Schenectady,  to  Batavia, 
to  Albany,  to  Buffalo,  we  will  protect  you  in  the  business  you 
wish  to  transact,  and  we  will  give  to  you  a  special  rate  by  which 
you  may  be  enabled  "to  foster,  encourage,  and  develop  your 
localities.' " 

Here  we  have,  then,  protection  carried  to  its  rediiciio  ad  ab- 
surdum.  Here  let  me  draw  the  attention  of  the  Committee 
to  the  same  policy  pursued  by  the  Erie  Bailway  Company, 
through  the  instrumentality  of  Mr.  Vilas.  You  will  find  that 
again  and  again  the  explanation  offered  for  a  particular  special 
rate  is  to  enable  a  special  manufacturer  to  compete  with  others. 
That  this  protective  system  is  not  confined,  however,  to  the 
people  of  our  own  State  is  indicated  by  the  example  I  put  to 
Mr. Vilas,  on  the  last  day  he  was  on  the  stand  wherein  he  ad- 
mitted that  a  stove  manufacturer  at  Dayton,  Ohio,  would, 
in  consideration  of  giving  to  the  Erie  Railway  Company  a 
long  haul  from  Dunkirk  to  Elmira,  get  a  special  rate  arranged 
with  the  acquiescence  of  the  Erie  through,  the  instru- 
mentality of  the  Atlantic  &  Great  Western  Railway,  over  the 
two  lines,  so  as  to  compete  with  some  Troy  manufacturer.  In 
other  words,  although  the  pretense  is  protection,  the  main 
object,  after  all,  seems  to  be  to  get  the  business  for  the  road 
at  the  best  terms  they  can. 

The  capriciousness  with  which  special  rates  are  given — the 
conflicting  and  contradictory  reasons  which  actuate  a  railway 
officer  in  giving4them,  are  all  set  forth  in  Mr.  Vilas'  attempted 
explanation  given  on  the  last  day  he  was  on  the  stand,  in  an- 
swer to  Mr.  Shiptnan's  questions,  and  even  these  explana- 
tions are  shorn  very  largely  of  their  value,  because  they  are  post 
facto  reasons,  devised  for  the  purpose  of  giving  an  explanation 
for  a  method  of  doing  business  which  the  railway  officials 
themselves,  by  this  time,  believe  to  be  utterly  vicious  ;  because 
ou  the  redirectexamination,  Mr.  Blanchard  was  careful  to 
draw  Mr.  Vilas'  attention  to  the  fact  that  the  special  rates 
were  being  reducedfalong  the  line  of  the  road;  that  the  general 
schedule  rates,  lower  and  more  equitably  laid  down,  were 
being  substituted  as  the  general  rates,  and  that  the  system  of 
allowing  other  railroad  companies  to  make  special  rates  to 
local  points  was  being  largely  discontinued.     Yet  when  we  re- 
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fleet  how  vast  the  power  is  that  is  thus  laid  in  the  hands  of  our 
railroad  corporations  for  good  or  for  evil,  for  weal  or  for  woe, 
to  every  business  interest  upon  its  line,  it  is  rather  surprising 
that  it  has  not  been  abused  to  a  greater  degree,  and  that  the 
community  tolerated  the  exercise  of  such  power  for  a  single 
instant  in  the  hands  of  an  irresponsible — using  that  term  in  a 
governmental  sense — a  shifting  and  oft-times  unscrupulous 
railroad  direction. 

What  this  system  leads  to  in  the  case  of  great  industries  or 
articles  of  export  has  been  seen  in  the  case  of  refined  and 
crude  petroleum.  The  freedom  to  carry  freight  at  whatever 
you  please  along  the  line  of  our  great  highways,  it  cannot  be 
repeated  too  often,  is  the  freedom  to  tax,  and  freedom  to  tax, 
says  the  Supreme  Court  of  the  United  States,  is  the  power  to , 
destroy. 

This  protective  system  is  an  odd  sort  of  protection.  It  is 
intended  for  the  rich  only,  not  for  the  poor  or  the  struggling. 
Hear"  Mr.  Goodman's  testimony  on  A.  T.  Stewart  &  Co.'s 
special  rate. 

Pages  808,  810,  811. 

"  Q.  You  made  the  rate  for  A.  T.  Stewart  &  Co  ?  A.  Yes, 
sir. 

Q.  Was  that  to  build  up  and  develop  their  business  ?  A. 
Yes,  sir. 

Q.  That  was  the  object  ?     A.  That  was  one  of  the  objects. 

Q.  January  11th,  1879  ?     A.  Yes,  sir. 

Q.  You  thought  that  business  was  not  yet  sufficiently  built 
up  and  developed  ?  A.  No,  sir  ;  not  the  manufacturing  part 
of  it. 

Q.  How  long  had  the  factories  of  A.  T.  Stewart  &  Co.  been 
in  existence?  A.  The  one  at  Dutchess  Junction  about  three 
years,  I  think;  it  isn't  completed  yet. 

Q.  And  they  were  languishing  and  suffering  ?  A.  To  a 
great  extent ;  yes,  sir.  • 

Q.  And  you  acted  as  a  fostering  mother  to  A.  T.  Stewart  & 
Co.,  to  build  it  up  ?  A.  Yes,  sir ;  I  added  my  might  to  develop 
their  traffic  ;  we  wanted  to  carry  the  freight ;  boats  might  have 
carried  it  in  the  summer. 

******* 

Q.  Do  you  know  anything  of  Gr.  C.  Buell  &  Co.  ?  A.  Yes, 
sir. 

Q.  You  wanted  to  develop  their  business  ?  A.  Yes,  sir  ; 
they  are  at  Eochester — wholesale  dealers. 
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Q.  Do  you  know  H.  S.fBallou,  of  Kochester  ?     A.  I  do  not. 

Q.  He  seems  to  be  a  grocer  there  ?  A.  A  small  concern, 
perhaps. 

Q.  Small  concerns  are  not  worth  developing,  according  to 
your  opinion  ?  A.  Our  tariff  rates  are  low  enough  for  them  at 
Kochester. 

Q.  That  is  to  say,  a  small  concern  ought  to  pay  40,  30,  25 
and  20 — according  to  classes  of  goods — as  against  a  large 
concern,  13 — for  all  classes — that  is  your  rule  ?  A.  Well,  if  he 
is  a  grocer,  most  of  his  business  is  fourth, class  freight. 

Q.  And  he  ought  to  pay  20  as  against  13  ?    A.  Yes,  sir. 

Q.  That  small  man  has  no  right  to  develop  ?  A.  He  has 
the  same  chance  that  the  other  man  has  ? 

Q.  At  20  against  13  ?     A.  Oh,  yes. 

Q.   Do  you  call  that  the  same  chance  ?     A.  About  the  same 
chance  ;  yes,  sir. 
j     Q.  You  consider  it  the  same  chance  ?     A.  Yes,  sir." 

This  is  deliberately  making  the  rich  richer  and  the  poor 
poorer,  by  taxing  the  poor  for  the  benefit  of  the  rich  through 
the  instrumentality  of  the  freight  charge  coupled  with  the 
abomination  of  the  special  rate. 

Milk. 

In  the  discussion  of  the  larger  questions  involved  in  this  con- 
troversy the  milk  question  must  not  be  forgotten,  as  it  illus- 
trates two  important  points  in  this  investigation. 

It  is  shown  by  the  testimony  of  the  witnesses  that  this  pro- 
duct, of  which  the  railway  companies  centering  in  New  York 
have  substantially  the  exclusive  carriage  as  against  other 
means  of  conveyance,  is  subjected  to  a  charge  so  grossly  out 
of  proportion  to  the  earnings  of  the  railway  on  any  other 
freight  that  it  is  the  best  illustration  of  the  taxing  pow.er  of 
the  railway  lurking  under  the  guise  of  a  freight  charge. 

This  products  is  produced  within  a  radius  of  one  hundred 
miles,  and  is  brought  to  the  station  by  the  farmers.  The  can 
contains  forty  quarts  of  milk,  which  weighs  about  eighty 
pounds,  which,  together  with  the  can,  makes  about  one  hun- 
dred pounds  to  each  can. 

This  traffic  meets  all  the  requirements  which  we  have  been 
told  will  cheapen  the  cost  of  transportation.  It  is  shipped  in 
car  loads,  even  in  train  loads.  There  is  regularity  of  ship- 
ment— indeed,  absolute  certainty  of  the  shipment.     It  is  easily 
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handled  ;  it  is  not  bulky — a  car  can  be  laden  to  its  full  capacity 
with  the  product. 

Here  is  every  element  which  should  secure,  where  the  rail- 
ways run  upon  any  uniform  policy  as  to  freight  charges,  to  the 
people  of  the  City  of  New  York,  low  freights  on  milk,  freights 
at  least  absolutely  as  low,  if  not  relatively  as  low,  as  the  rates 
made  to  the  Standard  Oil  Company  on  a  product  that  is  hauled 
460  miles  in  cars  that  must  necessarily  go  back  empty  ;  and 
yet,  instead  of  cheapening  the  price  of  the  product,  in  so  far 
as  the  freight  charge  enters  into  the  price,  the  monopoly 
power  of  the  railway  creates  a  taxing  power  which  induces 
them  for  their  own  personal  interest  to  disregard  all  other  ele- 
ments and  all  reasons  for  freight  charges  in  other  directions, 
and  to  exercise  in  this  instance  arbitrary  taxing  power. 

They  charge  and  they  obtain  40  and  45  cents  per  can  on  a 
traffic  that  comes  with  a  regularity  of  the  rising  sun,  and  is 
easily  handled,  and  which  comes  from  a  average  distances  of 
fifty  miles. 

What  becomes  of  their  fine-spun  theory  of  charging  on  a 
product  in  conformity  with  its  price  in  the  market?  They 
carry,  according  to  their  schedule,  a  box  of  silk  worth  two 
thousand  dollars  at  the  same  rate,  to  Buffalo,  a  distance  of  four 
hundred  miles,  that  they  carry  three  cans  of  milk  the  contents 
of  which  are  worth  four  dollars  ! 

This  clearly  shows  that  the  railway  in  this  instance  imposes 
a  tax  of  a  half  a  cent  a  quart,  not  as  a  common  carrier  on  the 
highway,  but  because  the  public  have  enabled  them  to  fix  arbi- 
trary rates  at  which  the  highway  is  to  be  used.  And  shows  that . 
the  theory  of  charging  what  it  will  bear,  as  attempted  to  be  ex- 
plained by  Mr.  Blanchard,  that  the  freight  charge  is  based  on 
the  value  of  the  article  that  is  conveyed,  is  wholly  fictitious 
and  baseless.  They  charge  according  to  the  value  when  the 
people  will  bear  it.  They  charge  according  to  necessity  when 
the  people  will  bear  it,  and  the  only  principle  which  underlies 
all  the  freight  charges  of  New  York  railways  seems  to  be  not 
what  the  article  will  bear,  but  to  charge  what  the  people  will, 
bear.  In  the  case  of  milk  they  bear  forty  and  forty-five  cents 
a  hundred  for  a  carriage  of  fifty  miles.  In  the  case  of  petro- 
leum, some  few  people  whom  they  have  created  as  the  main 
purveyors  of  oil  will  bear  only  thirty  cents  a  barrel  of  450 
pounds  for  a  haul  of  450  miles  each  way.     In  the  case  of  silk 
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they  will  bear  a  charge  of  sixty  or  seventy  cents  a  hundred 
to  Buffalo,  and  those  who  won't  bear  it  must  either  go  under, 
or  if  that  is  not  practicable  they  are  placated  with  special  rates. 
Set  the  milk  traffic  side  by  side  with  the  petroleum  traffic 
and  you  have  the  anomalies  to  which  free  railroading  will  lead 
and  the  consequences  which  flow  from  the  absence  of  regula- 
tion, and  the  abnegation  by  the  State  of  the  performance  of 
its  duties  more  thoroughly  exemplified  than  in  any  other  in- 
stances which  have  come  under  the  notice  of  this  Committee. 

Stock  Watering. 

One  of  the  charges  made  by  the  Chamber  of  Commerce  and 
Board  of  Trade  was  that  our  railway  corporations  had 
evaded  the  statutory  limitation  of  ten  per  cent,  on  capital  ac- 
tually expended  by  shameless  waterings  of  stock  and  issues  of 
bonds,  of  which  but  a  very  small  proportion  of  the  nominal 
amounts  entered  into  actual  construction  of  roadbed  or  equip- 
mont. 

To  this  the  railway  Presidents  had  the  hardihood  to  answer 
that  their  stock  capital  and  bonded  indebtedness  actually 
represented  values  incorporated  into  their  roads,  and  for  a 
moment  the  boldness  of  the  answer  staggered  those  who 
drafted  the  accusation,  and  they  had  some  misgivings  that  they 
may  possibly  have  somewhat  hastily  made  a  charge  unfounded 
in  fact. 

It  seems  scarcely  credible  that  men  in  power  and  position 
in  the  community — of  excellent  social  standing,  should  deny 
what  seemed  to  the  complainants  a  fact  so  notorious  that  it 
almost  came  in  the  category  of  facts  of  which  a  court  would 
take  judicial  notice  And,  indeed,  I  was  anxious  to  learn  by 
what  process  the  watering  of  the  stock  of  the  New  York  Cen- 
tral R.  B.  would  be  attempted  to  be  justified  and  how  the  rais- 
ing of  the  capital  from  $29,000,000  to  $85,000,000  of  the  Erie 
Bailway  during  the  Eldridge  and  Gould  administrations, 
could  be  shown  to  be  represented  in  the  actual  construction 
accounts  of  the  roads. 

Upon  this  point  the  story  told  by  the  State  Engineer's  Re- 
ports, as  shown  in  the  comparative  statements  in  evidence 
(Exhibits  Nos.  1  and  2,  July  10,  1879),  is  significant. 

In  1867  the  capital  stock  of  the  Erie  Railway  was  $25,111,- 
210,  and  in  1872  it  was  reported  as  $86,536,910,  showing  an 
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increase  of  $61,425;700.  The  Construction  Account  of  tho  Erie 
was,  in  1867,849,247,700,  and  in  1872,  $108,807,687,  an  increase 
of  $59,559,987;  but  in  order  to  arrive  at  something  like  the 
actual  amount  expended  for  construction  during  those  years,  it 
is  necessary  to  deduct  from  these  $59,000,000,  the  increase  in  the 
item  "  New  York  &  Erie  Kailroad  Company."  This  item  re- 
presenting the  original  cost  to  the  road  of  the  assumption  of 
the  bonds  and  stocks  of  the  Old  Erie  road  could  not  honestly 
be  increased  a  dollar  in  the  accounts.  From  1863  to  1868, 
this  item  is  reported  at  $38,964,728;  in  1869  at  $48,500,- 
000 ;  in  1870  at  $55,400,000 ;  in  1871,  at  $86,000,000  and  in 
1872,  $86,296,899,  an  increase  in  the  aggregate  of  $47,332,171- 
Deduct  this  from  the  $59,000,000  increase  in  the  Construction 
Account,  and  you  bave  but  $12,227,816  left;  deduct  this  in 
turn  from  the  $61,400,000  increase  of  Capital  Stock  and  the 
result  shows  $49,197,884  of  "watering"  in  five  years,  to  which 
must  be  added  an  increase  in  the  Funded  Debt  from  1867  to 
1872  of  $3,966,000.  which  it  is  not  even  attempted  to  account 
for  in  these  reports.  The  grand  total  for  that  period  therefore, 
is  $53,163,884  of  indebtedness,  not  represented  upon  the  books, 
by  construction. 

Now  see  how  these  deductions  from  the  State  Engineer's 
Reports  are  corroborated  by  the  evidence.  Mr.  Guppy  on 
pp.  2452  and  2453,  testifies  : 

"  Q.  What  was  the  capital  stock  of  the  company  at  that 
time  (1867)  ?     A.  The  capital  stock  was  $25,111,210.00. 

Q.  That  was  when  Eldridge  became  President?  A.  Yes, 
sir  ;  the  funded  debt  was  $22,429,920.00. 

Q.  The  floating  debt?     A.  $3,524,813.23. 

Q.  Making  a  total  of  how  much  ?     A.  $51,065,943.23. 

Q.  When  did  Gould  retire  from  the  Presidency?  A.  In 
March,  1872. 

Q.  What  was  its  stock  and  debt  account  when  Mr.  Gould 
retired  from  the  presidency  ?  A.  For  the  end  of  the  fiscal 
year  of  1872,  the  capital  stock  was  $86,536,910.00. 

Q.  And  its  funded  debt?    A.  $26,395.00. 

Q.  And  its  floating  debt?     A.  $2,517,301.26. 

Q.  Making  a  total  of  how  much  ?     A.  $115,449,211.26. 

Q.  An  increase  of  capital  during  the  Gould  administration 
of  how  much  ?  A.  $61,425,700  of  capital  stock  ;.  $3,965,080  of 
funded  debt ;  a  decrease  in  the  floating  debt  of  $1,007,511.97, 
making  the  total  increase  $64,383,268.03. 

Q.  How  much  did  the  construction  account  during  the  whole 
of  that   administration   increase,  from   Eldridge's  presidency 


4000 

Until  Gould's  removal  ?     A.  From  Eldridge's  presidency  to  the 
end  of  the  fiscal  year  of  1872,  it  increased  $12,227,746.29. 

Q.  You  have  examined  the  State  reports  to  the  Engineer, 
have  you  not  ?     A.  Yes,  sir. 

Q.  You  have  assisted  in  making  them  up  from  year  to  year  ? 
A.  Somewhat ;  yes,  sir. 

Q.  How  is  that  increase  of  capital  accounted  for  other  than-, 
that  it  has  gone  into  the  Construction  Account  ?     A.  $47,332,- 
171.27  is  charged  to   the    cost   of  the  old  New  York  &  Erie 
Railroad  Company  ;  $4,823,350.47  not  accounted  for  fit  all. 

Q.  Did  the  old  Erie  Railway  cost  anything  in  addition  after 
it  was  once  bought  ?     A.  No,  sir. 

Q.  What  does  that  cost  of  the  old  Erie  Railroad  Company 
represent?     A.  Do  you  mean  the  old  cost,  or  what  is  added  ? 

Q.  No  ;  what  is  the  meaning  of  that  item  ?  A.  The  cost  of 
the  old  bonds  and  stock  of  the  New  York  and  Erie  Railroad 
Company  sold  on  foreclosure. 

Q.  Which  the  new  company  assumed  ?     A.  Yes,  sir. 

Q.  There  was  no  additional  assumption  after  that  ?  A.  No, 
sir. 

Q.  Which  would  add  one  dollar  to  its  cost?  A.  There 
might  have  been  a  few  dollars  from  outstanding  debts,  which 
would  be  settled  afterwards  ;  judgments,  or  something  or  other 
that  came  in. 

Q.  That  would  be  onlyja  trifle,  would  it  ?  A.  A  trifle  ;  that 
is  all. 

Q.  What  additions  to  the  road  or  equipments  are  represented 
by  this  increase  of  $52,000,000  not  represented  by  the  Con- 
struction Account  ?     A.  Nothing." 

General  Diven's  testimony  on  this  point  is  no  less  pertinent. 
On  page  2,711  he  testifies  concerning  the  cost  of  the  New 
York  &  Erie  Railroad  to  the  Erie  Railway  Company,  which 
Judge  Shipman  himself  gives  (page  2,712)  at  the  figure  named 
aboye,  $38,964,728.45.  On  pages  2,714  and  2,715  General 
Diven  says  of  the  improvements  put  upon  the  Erie  from  1867 
to  1872  as  follows  : 

"  Q.  Now,  tell  us,  what  is  your  opinion  of  the  extent  and 
amount  of  the  betterments  that  have  been  put  upon  the  Erie 
Railway  Company's  road  during  the  Gould  administration  ?  A. 
That  must  be  a  very  broad  guess  ;  I  don't  think  the  road  was 
materially  improved  during  Gould's  administration,  except  so 
far  as  some  ferry-boats  and  something  done  upon  double  track; 
the  general  condition  of  the  road  at  the  time  he  left  it  was  not 
very  much  better  than  at  the  time  he  entered  upon  it ;  there 
were  some  increase  of  locomotive  and  cars ;  the  whole  amount 
could  not  have  been  very  great. 


4001 

Q.  Then  there  was  nothing  in  the  way  of  improvements 
upon  that  road  that  represented  an  increase  of  capital  stock  of 
that  railway  ia  those  years,  from  $25,000,000  to  $83,000,000  ? 
A.  Nothing  that  I  know  of." 

And  to  show  you  the  character  of  some  of  the  items 
charged  to  Construction  Account,  I  will  quote  from  the  testi- 
mony of  Colonel  Balch  on  page  845  : 

"  Q.  How  much  of  that  was  represented* by  legal  expenses, if 
you  know?  A.  For  the  year  ending  September  30tb,  1870, 
there  will  be  found  on  the  books  of  the  Erie  Railway  Com- 
pany, charged  up  to  cost  of  construction,  a  charge  headed  legal 
expenses,  $891,955.66." 

The  testimony  in  regard  to  watering  the  .stock  of  the  New 
York  Central  is  no  less  clear  and  emphatic.  In  discussing  the 
misleading  character  of  reports  to  the  State  Engineer,  I  quoted 
from  the  testimony  of  Mr.  Robertson  (pp.  990-993)  concerning 
the  fictitious  Reserve  Fund  of  $44,000,000,  representing  the 
water  in  the  Central's  stock  and  the  gradual  absorption  into 
the  Construction  Account  of  this  fund  ;  the  admission  of  Mr. 
Depew  on  page  994  ;  the  exceedingly  frank  statement  of  Mr. 
Vanderbilt  (p.  1648)  that  "  What  you  call  water  is  charged  to 
construction,"  and  that  instead  of  gradually  charging  it  to 
construction  "  it  ought  to  have  been  done  at  once."  Also  the 
acknowledgment  of  Mr.  Depew  (p.  1648)  that  the  additional 
stock  ought  to  have  been  charged  into  construction  account  at 
the  time.  To  these  I  desire  to  add  the  testimony  of  Mr.  Wor- 
cester on  that  point  (page  1116) : 

"  Q.  The  New  York  Central  Railroad  Company  in  its  consoli- 
dation with  the  Hudson  River  has  doubled  up  its  stock  prac- 
cally,  hasn't  it — the  Hudson  River  doubled  up,  and  the  New 
York  Central  doubled  up  ?  A.  Well,  no,  sir ;  I  have  explained 
to  you  how  that  was. 

Q.  I  know  how  it  was  ;  we  have  nothad  it  explained.  A.  The 
New  York  Central  didn't  doubln  its  stock  or  affect  its  stock ; 
it  couldn't ;  it  was  not  authorized  to  ;  the  Hudson  River  never 
doubled  its  stock — it  was  not  authorized  to ;  the  Consolidation 
Act  authorized  railroads  to  consolidate  and  form  a  new  com- 
pany ;  the  new  company  was  authorized  to  fix  its  capital 
stock ;  the  capital  stock  of  the  New  York  Central  &  Hudson 
River  Company — the  new  company — was  made  a  certain 
amount;  and  that  amount  was  about  twice  the  original 
capital  of  the  New  York  Central  <fc  Hudson  River  Railroad 
60 
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alone.     It  was  very  nearly  double  the  amount  of  the  com- 
bination of  those  two  capitals." 

And  here  again  the  State  Engineer's  Reports  bear  witness 
(Exhibit  No.  23,  August  28,  1679)  :  In  1869  the  Hudson  Eiver 
Eailroad  reported  its  capital  stock  at  $16,020,800,  and  the 
New  York  Central  Railroad  at  $28,795,000,  together,  $44,815,- 
800.  In  1870  the  consolidated  company  reports  its  capital 
stock  to  be  $89,428,330,  being  an  increase  of  $44,612,530,  and 
in  the  same  report  the  Construction  Account  is  given  as  $59  - 
765,684.  To  these  $44,600,000  of  "  water"  must  be  added,  in 
round  numbers,  $8,000,000  of  debt  certificates  paid  as  bonus  in 
the  consolidation  of  1853.  This  increases  the  volume  of 
"water"  to  $52,612,530. 

Now,  let  us  look  at  the  increase  of  bonded  indebtedness  of 
the  Erie  from  1872  to  1878 — beginning  at  the  "Rescue"  and 
closing  with  the  last  report  of  the  "  Reform"  administration. 
In  1S72  the  Erie  reported  a  funded  debt  of  $37,917,143,  and  in 
1878,  $66,818,203— an  increase  of  $28,901,060 ;  and  while  the 
Construction  Account  in  1872  was  $108,807,687,  and  in  1878 
was  $118.207,845— an  increase  of  $9,400,158.  This,  deducted 
from  the  increased  bonded  indebteness,  leaves  $19,400,902  ad- 
ditional debt  not  represented  by  constiuction. 

On  page  2558,  Octave  Chanute,  the  Engineer-in-Chief  of  the 
New  York,  Lake  Erie  &  Western  Railroad,  testifies  : 

"  Q.  Can  you  tell  us,  from  1873  when  you  became  connected 
with  the  road,  down  to  the  period  of  the  sale  of  the  road  in 
1878,  what  you  estimate  to  be  the  value  of  the  improvements 
that  have  been  put  upon  that  road?  A.  Upon  the  road 
proper,  the  value  of  the  improvement  must  have  been  three 
or  four  million  dollars ;  I  have  to  guess  at  it  as  I  have  no 
figures. 

Q.  Your  estimate  is  three  or  four  million  dollars  ?  A.  I 
should  be  inclined  to  increase  that  estimate  instead  of  dimin- 
ishing it." 

And  subsequently  he  does  increase  his  estimate  to  between 
four  and  five  millions  of  dollars.  According  to  the  reports  of 
the  State  Engineer,  Erie's  construction  account  in  1873  was 
$111,630,092,  and  in  1S78,  $118,207,855,  an  increase  of 
$6,577,753,  and  an  excess  over  the  figures  for  actual  improve- 
ments on  the  road,  as  given  by  its  engineer-in-chief,  of  two 
millions  of  dollars. 
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From  1870  to  1878  the  capital  stock  of  the  New  York  Cen- 
tral remained  the  same,  but  the  funded  debt  of  that  road  in- 
creased during  those  years  from  $13,681,807  in  1870,  to  $39,- 
801,233,  an  increase  of  $26,119,426. 

The  entire  capital  stock,  funded  debt  and  some  bonds  and 
mortgages  of  the  New  York  Central  Railway,  reported  in  1878, 
amounted  to  $129,865,583,  and  the  construction  account  in  the 
same  report  is  given  as  $99,894,095,  leaving  $29,971,488  not 
represented  by  construction,  showing  the  then  condition  of  the 
gradual  approach  of  the  balancing  of  the  capital  account  by 
the  "  constructive  construction"  account. 

The  Financial  Administration  op  the  Eeie  Railroad 

Company. 

The  Erie  Railway  Company  must  have  been  a  marvelously 
good  piece  of  property  to  have  survived  the  vicissitudes  to 
which  its  financial  administration  has  been  subjected  from 
1868  to  the  present  time.  Gould  took  fifteen  or  sixteen  mil- 
lions from  it ;  Vanderbilt  took  three  or  four  millions ;  Bischoff- 
sheim,  Sickles,  McHenry,  and  numberless  other  people  have 
been  taking  large  slices  from  this  property,  and  yet  it  survives, 
and  its  present  managers  tell  us  that  there  is  a  reasonable  pro- 
bability of  paying  interest  upon  the  bonds,  and  dividends  upon 
the  stocks  on  a  sum  total  of  which  a  hundred  millions  may 
be  described  as  fictitious  and  fraudulent. 

And  to  redress  all  this  wrong  doing,  it  seems  that  no  reliance 
can  be  placed  upon  successive  managements  to  drag  the  evils 
of  a  former  management  to  light,  and  compelling  the  restitu- 
tion of  property  wrongfully  taken. 

Has  it  never  occurred  to  the  lawyers  who  represented  the  Erie 
Railway  Company  that  when  they  sued  Mir.  Gould  for  eleuen 
millions  of  dollars, 'the  amount  actually  received  by  him  for 
stock  fraudulently  issued,  and  slaughtered  in  the  market  at 
from  25  to  30,  that  this  sum  was  not  the  measure  of  damages 
which  the  Erie  sustained — that  the  amount  which  Mr.  Gould 
received  from  his  stock  brokers  was  an  immaterial  element,  but 
the  amount  of  stock  fraudulently  issued,  at  its  par  value  and 
interest  thereon — $47,000,000 — was  the  true  injury  to  the  road ; 
and  if  they  imagined  that  the  Company  was  not  injured  to  any 
su  ch  extent,  is  not  the  community  injured  to  that  extent,  and  does 


4604 

not  the  burden  in  the  end  fall,  through  the  instrumentality  of 
the  Erie  Eailway  Company,  upon  the  community,  by  the  power 
to  levy  toll  upon  such  147,000,000.  Each  share  of  stock  of 
this  $47,000,000  is,  so  to  speak,  a  letter  of  marque  against  the 
future  industry  and  commerce  of  the  people  of  our  State,  and 
some  day  or  another  the  Attorney  General,  in  the  name  of  the 
people  of  the  State,  may  be  called  upon  to  raise  a  very  im- 
portant question  in  an  action  brought  by  him  for  this  wrongful 
issue  of  stock.  It  is  not  necessary  here  to  discuss  whether 
such  an  action  is  maintainable  or  not ;  and  if  maintainable, 
whether  it  will  not  make  of  all  these  releases,  agreements,  com- 
promises and  what  not,  which  we  have  had  before  us,  and 
which  were  made  from  every  motive  except  that  of  compelling 
restitution,  worthless  paper. 

We  have  in  evidence — through  Mr.  Guppy's  testimony, 
through  the  testimony  of  Col.  Balch  and  of  Mr.  Shearman — 
that  the  securities  which  were  turned  over  in  the  settlement  of 
the  eleven  million  dollar  suit  were  the  property  of  the  Erie  Rail- 
way Company — property  as  to  which  the  Erie  Railway  Com- 
pany never  really  had  been  divested  of  title — and  which  rem  ained 
the  property  of  the  Erie  Railway  Company  even  during  the 
time  that  Mr.  Gould  had  temporary  possession  of  such  prop- 
erty, and  were  representatives  of  values  which  had  been  con- 
verted to  the  use  of  Mr.  Gould  in  addition  to  the  actual  mon- 
eys (seven  or  eight  millions  of  dollars)  which  the  fraudulent 
sale  of  Erie  Railway  stock  brought.  Hence  the  so-called  settle- 
ments and  restitutions  were  neither  settlements  nor  restitutions 
of  the  one  great  wrong  which  the  Erie  Railway  Company  suf- 
fered in  this  issue  of  $47,000,000  of  fraudulent  stock,  and 
what  motives  there  were  in  making  such  settlements  we  can 
only  conjecture  and  surmise. 

A  glance  at  this  settlement  will  show  that  where  Mr.  Gould 
bad  any  doubt  as  to  whether  the  stock  was  his,  he  reserved  that 
question,  and  refused  to  turn  over  that  piece  of  property  ;  that  in 
its  evident  scope  and  meaning  there  was  to  be  returned  to  the 
Erie  Railway  not  the  property  of  Mr.  Gould  in  the  settlement 
of  the  $11,000,000  claim,  but  the  other  property  of  the  Erie 
Railway  which  Mr.  Gould  held  over  and  above  the  $11,000,000 
claim  :  The  Gth  section  of  the  settlement  says,  "  The  interest  of 
said  Gould  in  the  new  Lisbon  Coal  Company  and  in  the' 
Ohio  Coal    and   Mining    Company,   if  the   same    was    paid 
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for  out  of  the  moneys  of  the  Erie  Railway,  is  hereby  trans- 
ferred to  it — but  if  the  same  was  paid  for  out  of  said 
Gould's  individual  property,  then  the  same  shall  be  held  by 
Samuel  L.  M.  Barlow,  to  whom  the  same  was  transferred  con- 
ditionally, a  few  months  ago,  the  said  Gould  being  at  this  time 
unable  to  determine  whether  the  same  is  his  own  property  or 
is  held  by  him  in  trust  for  the  Erie  Company." 

It  will  be  remembered  that  in  the  first  settlement  Gould  was 
to  have  turned  over  one  million  of  dollars  in  United  States 
Express  Company  stock.  This  he  had  failed  to  do,  and  the 
various  litigations  that  he  then  instituted  or  was  at  the  bot- 
tom of,  to  wit,  the  People's  action,  &c,  were  in  all  probability 
all  instituted  with  a  view  of  worrying  the  direction  to  release 
him  from  this  million  of  dollars  payment,  and  as  in  the  end 
through  his  connivance  and  with  his  consent  Jewett  was  ap- 
pointed Receiver,^he  was  released  from  his  million  dollar  pay- 
ment for  a  small  consideration. 

In  the  action  which  the  Attorney-General  brought,  charges 
of  a  most  serious  character  had  been  made  against  the  Jewett 
administration,  and  which  resulted  in  some  sort  of  an  arrange- 
ment between  the  Attorney-General  and  the  Erie  Railway 
Company  and  Mr.  Gould,  by  which  these  serious  charges  were 
withdrawn  and  an  amended  complaint  substituted,  Gould 
eventually  released  from  his  obligation  to  turn  a  million  dol- 
lars worth  of  United  States  Express  Slock,  or  its  equivalent 
over  to  the  Erie  Railway  Company ;  and  the  then  direction  of 
the  Erie  Railway  Company  through  the  instrumentality  of  the 
Receivership  had  a  bridge  built  for  them,  by  which  they  could 
safely  retreat  from  the  attacks  made  by  the  McHenry- Sickles' 
party  into  a  new  land  of  promise  of  a  reconstructed  and  re- 
organized corporation,  and  Wilbur  M.  Brown,  the  Attorney- 
General's  partner,  received  $5,000  for  his  instrumentality  in 
the  premises. 

Is  it  not  true  that  the  intention  of  the  men  who  made,  and 
the  men  who  connived  at  these  settlements  was  that  a  great 
sponge  was  to  wipe  out  in  that  way  all  the  malversation  of  the 
past,  new  stock  was  to  be  issued  in  place  of  the  old,  new  obliga- 
tions in  place  of  the  old  ones,  bygones  were  to  be  bygones,  and 
the  people  of  the  State  of  New  York  were  to  be  shouldered, 
instead  of  the  stockholders,  with  the  burden  of  these 
past  malversations?     It  remains  with  the  people  of  the  State 
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of  New  York,  however,  to  say  whether  they  are  willing  to 
bear  that  burden  forever,  whether  the  $160,000,000  of  Erie 
capital,  representing  an  actual  value  of  about  $70,000,000,  shall 
be  permitted  to  earn  interest  and  dividends  upon  $160,000,000 
out  of  the  people  of  the  State  of  New  York,  so  that  those  who 
committed  the  wrong  of  inflating  its  capital  and  putting  the 
difference  into  their  own  pockets  shall  go  free  of  punishmen^ 
that  those,  who  permitted  it  to  be  done  shall  be  freed  from  the 
consequences  of  their  negligence  and  folly,  and  that  those  who 
succeeded  the  administrations  that  were  guilty  of  those 
wrongs,  who  have,  from  motives  of  policy  or  personal  ag- 
grandizement, made  sham  compromises  and  sham  settlements 
so  as  to  maintain  powerful  friendships  and  not  incur  bitter 
enmities,  shall  be  exonerated  from  the  responsibility  of  their 
connivance  and  wrong. 

.  Now,  let  us  look  one  moment  at  this  so-called  reform  admin- 
istration of  the  Erie  Kailway  Company  since  1872  and  what 
they  have  been  guilty  of  as  to  the  financial  administration  of 
the  road. 

It  is  in  evidence  that  Mr.  McHenry,  both  in  person  and 
through  his  agent,  Mr.  S.  L.  M.  Barlow,  who  became  at  the 
same  time  counsel  for  the  road,  obtained  control  of  the  Erie 
Railway  Company  from  the  very  outset  through  the  instru- 
mentality of  Bischoffsheim  &  Goldschmidt  and  through  his  own 
personal  influence,  and  held  from  1872  to  1875  inclusive  the 
stock  voting  power  of  that  great  corporation ;  that  Mr.  McHenry 
was  not  himself  an  owner  of  Erie  Railway  stock  and  had  no  inter- 
est therein ;  that  his  interest  lay  altogether  with  the  Atlantic 
&  Great  Western  Railway,  a  connection  of  the  Erie's,  and 
which  had,  for  a  considerable  period  of  time,  been  using  the 
Erie  to  maintain  its  broken  finances  and  condition  ;  that  he 
conceived  the  plan,  early  in  the  history  of  the  so-called  reform 
administration,  of  making  one  continuous  line  of  three  proper- 
ties— of  the  Erie,  Atlantic  &  Great  Western  and  the  C,  C,  C.  & 
I. ;  and  that  between  the  two  sound  organizations,  the  Erie  on 
the  one  side  aud  the  C,  C,  C.  <fc  I.  on  the  other  side, 
that  cripple,  the  Atlantic  &  Great  Western,  could  be  per- 
mitted to  amble  along.  This  of  course  would  have  lifted  Mr. 
McHenry  out  of  his  difficulties  ;  would  have  made  his  com- 
paratively worthless  securities  in  the  Atlantic  &  Great  West- 
ern, of  value  upon  the  London  market,  and  for  aiding  him  to 
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accomplish  that  result  he  could  well  have  afforded  to  pay  Mr. 
Hurlburt  the  President  of  the  C,  C,  C.  &  I.  a  million  of 
dollars,  Mr.  Barlow,  as  the  representative  of  the  Erie  Kailway 
Company,  the  sum  of  $400,000,  and  Mr.  Watson  the  sum  of 
$200,000. 

That  such  an  agreement  was  made  is  admitted  ;  that  it  was 
made  early  in  the  history  of  Watson's  administration  is  ad- 
mitted, and  that  schemes  were  thereupon  entered  upon  by  the 
purchase  of  the  C.  C,  C.  &  I.  stock,  and  the  management  of 
the  Erie  Railway  Company  in  the  interest  of  McHenry  by 
which  this  scheme  was  to  have  been  consummated,  there  is  no 
doubt. 

How  Mr.  Barlow  can  reconcile  his  position  as  counsel  for 
the  Erie  Railway  Company  with  his  position  as  counsel  for 
Mr.  McHenry  and  the  Atlantic  &  Great  Western  Railroad 
Company  from  the  period  of  1871  to  1875  is  not  explained. 
The  evidence  clearly  shows  that  there  was  here  an  antag- 
onistic interest  constantly  and  continuously  served  by  one 
lawyer. 

The  declaration  of  the  dividends  during  Watson's  adminis- 
tration were  clearly  fraudulent.  Mr.  Barlow  says  it  was  done 
on  Mr.  Dunan's  statements.  Mr.  Dun  an  in  his  affidavit  (Ex- 
hibit No.  9,  November  26th,  1879),  states  that  these  statements 
were  cooked  to  order,  and  that  Mr.  Watson  knew  that  they 
were  cooked  to  order.  Mr.  Barlow  states  that  they  received 
direction  from  the  other  side  from  Mr.  McHenry,  that  the 
bonds  could  not  be  floated  unless  a  dividend  was  declared. 
Mr.  Barlow  goes  further  and  states  that  he  does  not  believe 
that  they  were  paid  out  of  the  proceeds  of  bonds. 

But  Duncan,  Sherman  &  Co.'s  accounts  which  are  in  evi- 
dence here,  show  conclusively  that  both  dividends  were  paid 
out  of  the  proceeds  of  the  Second  Consolidated  Mortgage. 
The  pretence  that  they  have  made  construction  during  the 
course  of  the  year,  which  ought  to  have  paid  the  dividends,  is 
negatived  absolutely  by  the  construction  accounts  for  the  year 
1873. 

Dunan  shows,  in  his  affidavit,  that  the  sum  of  $1,947,624.65, 
which,  as  a  balance  of  net  earnings,  was  brought  forward  from 
previous  years,  was  entirely  erroneous  and  fictitious,  and  that  at 
that  time  there  was  no  balance  or  surplus  of  net  earnings  what- 
ever, In  his  affidavit  he  gives  a  series  of  thirteen  items,  combin- 
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edly  making  about  $2,421 ,409.84—  all  of  them  absolutely  worth- 
less which  were  then  for  the  first  time  computed  as  assets  at  their 
par  value,  for  the  purpose  of  making  up  a  fictitious  account, 
with  a  view  to  declaring  a  dividend.  He  further  shows,  that 
during  the  year  1872  the  sum  of  $842,737.72  were  charged  as 
legal  expenses,  and  carried  to  the  cost  of  road  and  equipment . 
on  the  capital  account;  and  that  this  sum  went  to  make  up  arid 
swell  the  construction  account ;  that  the  expenses  for  the  year 
1872  were  understated  to  the  amount  of  $602,196.42,  by  the 
order  of  the  President  of  the  road,  by  deducting  materials  on 
hand  from  the  actual  expenses  of  the  year. 

That  making  these  corrections  there  was,  instead  of  a  sur- 
plus of  a  million  and  a  half  available  for  dividends,  a  surplus 
of  but  $94,000. 

As  to  the  dividend  declared  June  130th,  1873,  of  one  per  cent, 
on  the  common  stock,  and  three  and  one  half  per  cent,  on  the 
preferred,  amounting  to  $780,000  on  the  common,  and  $298,791 
on  the  preferred,  Mr.  Dunan  positively  asserts  in  his  affidavit, 
that  they  had  not  been  earned — not  a  dollar  of  it;  and  in 
stating  the  profit  and  loss  statement  for  the  six  months 
ending  June  30th,  1873,  he  says  that  there  was  a  total 
loss  of  $937,267.85,  instead  of  any  such  profit,  which 
would  have  justified  a  declaration  of  any  dividend  what- 
ever, and  he  claims  further,  that  Mr.  Watson  knew  that 
fact,  but  that  he  was  directed  to  manipulate  his  ac- 
counts in  such  a  way  as  to  show  a  profit  instead  of 
a  loss,  on  the  ground  that  it  was  not  politic  to  publish  a  state- 
ment to  the  stockholders  that  would  show  a  deficiency  in  the 
working  of  the  road.  That  there  was  a  further  manipulation 
of  accounts  by  charging  off  from  expenses  into  construction 
about  $404,001),  which  Mr.  Dunan  distinctly  swears  had  never 
been  expended  at  all,  and  that  by  thus  understating  expenses,  by 
overstating  construction,  and  by  a  manipulation  of  accounts  a 
net  profit  was  made  to  appear  of  a  million  and  three-quarters, 
when  in  point  of  fact  there  was  for  that  year  a  deficit. 

This  Dunan  affidavit  was  in  the  hands  of  counsel  for 
several  days  ;  if  it  was  possible  to  contradict  any  statement 
therein  contained,  there  was  abundant  opportunity  to  put  ques- 
tions to  Mr.  Barlow  to  contradict  Dunan.  Not  a  single  ques- 
tion was  put  to  him  by  Judge  Shipman  with  a  view  of  eliciting 
an  answer  to  contradict  a  single  word  in  the  Dunan  affidavit. 
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Mr.  Little  succeeded  Mr.  Dunan.  He  has  charge  of  the 
selfsame  books  that  Mr  Dunan  had  charge  of;  if  Mr.  Dunan's 
figures  are  incorrect  they  could  have  been  shown  to  have  been 
so.  That  they  were  correct,  however,  is  completely  indicated 
by  the  English  accountant's  report. 

That  there  was  no  such  actual  construction  to  represent 
dividends  is  shown. 

General  Diven  says  that  he  don't  believe  that  a  million  of 
dollars  had  been  expended  upon  the  Erie  Railway  since  he 
left  the  Vice-Presidency  of  that  company  in  3873.  It  may  be 
said  that  this  is  the  opinion  of  one  whose  business  it  was  not 
to  go  over  that  road,  and  I  admit  that  this  fact  may  somewhat 
diminish  the  force  of  his  testimony.  We  shall,  therefore,  lay 
stress  upon  the  testimony  of  Mr.  Chanute. 

Most  significant  in  this  particular  is  the  statement  of 
Mr.  Chanute  as  to  the  condition  of  the  road  when  h6  entered 
the  employ  of  the  company  in  1873. 

To  show  that  the  theory  upon  which  Mr.  Barlow  claims  to 
excuse  the  declaration  of  dividends  is  an  entirely  erroneous 
one,  you  must  necessarily  suppose  that  upwards  of  two  mil- 
lion and  a  half  of  dollars  must  have  been  expended  in  1872 
and  early  in  1873,  in  new  work  out  of  the  earnings  of  the 
Erie  Railway  Company  for  the  purpose  of  justifying  the  decla- 
ration of  a  dividend  paid  by  Duncan,  Sherman  <fe  Co.  out  of 
the  proceeds  of  the  bonds  remitted  to  them  by  McHenry. 

Mr.  Chanute  became  the  Engineer  of  the  Erie  Railway  Com- 
pany in  the  beginning  of  1873.  He  is  a  capable  and  compe- 
tent Engineer  and  was  connected  with  the  Chicago  & 
Alton  Railroad,  with  the  Toledo,  Peoria  &  Warsaw  Rail- 
road, with  the  Pittsburgh,  Fort  Wayne  &  Chicago  Rail- 
road, and  with  a  number  of  Railways  in  Missouri  and  Kansas  ; 
he  tells  us  of  the  condition  of  the  road  when  he  came  into  it 
in  the  spring  of  1873.  That  it  was  doing  a  very  large  traffic 
without  adequate  facilities ;  that  it  had  not  cars  enough  ;  that 
it  had  not  enough  engines ;  no  additions  had  been  made  to  the 
•road  shortly  before  his  coming  there ;  and  when  he  was  asked 
as  to  all  the  work  between  1873  and  1878  that  was  done  on  the 
road,  he  said  that  it  was  from  three  to  four  million  of  dollars. 
Subsequently  he  said  it  might  run  as  high  as  five  million,  and 
this  is  all  that  was  done  upon  the  road  at  the  outside  from 
1873  to  1878 ;  that  the  road  wag  iq  an  inefficient  condition 
61 
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when  be  came  into  it,  and  that  it  remained  so  substantially 
until  the  betterments  were  made,  which  involved  the  laying  of 
a  third  rail  and  double  tracking  part  of  the  road. 

Therefore,  it  must  be  utterly  untrue  that  any  million  and  a 
half  of  dollars  had  been  expended  apon  that  road  in  1872  or 
early  in  1873,  which  were  properly  chargeable  to  construction, 
because  the  property  had  run  down  from  1872  to  1874, 
when  Mr.  Jewett  took  hold  of  it,  if  we  are  to  believe  the 
statement  from  the  joint  letter  of  Messrs.  Blanchard,  Little, 
and  Chanute,  as  to  the  bad  condition  of  the  road  at  that  time  : 

We  have  the  testimony  here  practically  of  the  whole  of  the 
Erie  Railway  Company  against  Mr.  Barlow's  statement,  that  he 
became  convinced  in  Lb73,  from  Mr.  Dunan's  figures  that  so  much 
money  had  been  expended  on  the  road  in  the  way  of  improve- 
ments as  to  justify  a  declaration  of  two  successive  dividends, 
amounting  in  the  aggregate  to  something  more  than  two  mil- 
lion of  dollars. 

The  Effect  of  Stock  "Waterings,  and  these  Manipulations  of 
Accounts  on  the  Community. 

The  people  of  the  State,  in  1850,  were  under  the  impression 
that  they  had  fixed  by  a  limitation  of  earnings  a  term  to  the 
taxing  power  of  these  corporations  in  the  law  itself.  "We  therein 
followed  the  lead  of  other  countries,  notably  Prussia.  For  the 
General  Railway  Act  of  Prussia,  1838,  after  providing  in  the 
first  and  second  sections  that  corporations  which  propose  to 
build  railways  shall  submit  their  plans,  &c,  to  the  ministry 
of  commerce,  and  after  acceptance  of  such  plans  they  shall 
pay  in  forty  per  cent,  of  the  actual  capital  before  being  per- 
mitted to  undertake  the  actual  construction,  and  further  pro- 
viding that  the  ministry  of  commerce  shall  have  the  power  to 
superintend  such  construction  this  law  contains  a  carefully 
prepared  provision  of  the  exercise  of  the  right  of  eminent 
domain,  and  thereupon  it  enacts  : 

"Sec.  26.  That  for  the  first  three  years  after  the  opening  of  • 
the  road  the  company  shall  have  the  absolute  monopoly  of  the 
transportation  upon  its  line  between  the  points  through  which 
such  lines  are  authorized  to  be  constructed,  and  to  make  such 
charges  as  they  may  see  fit,  without  interference  on  the  part  of 
the  government,  for  the  transportation  of  persons  and  goods  j 
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with  the  following  limitations  as  to  such  three  years,  that  no 
tariff  shall  be  altered,  either  increased  or  decreased,  except 
upon  a  notice  of  six  weeks,  and  that  all  tariffs  shall  be  pub- 
lished and  be  accessible  at  every  station ;  and  that  at  the 
rates  at  which  the  prices  are  fixed  for  the  transportation  of 
both  individuals  and  commodities  in  such  tariffs  they  will 
without  discrimination  and  without  distinction  of  individuals 
or  corporations  transport  individuals  and  wares  in  conformity 
with  such  tariff,  affording  to  each  like  transportation  facilities 
as  others  upon  the  line  of  such  railway." 

Section  27  provides  that  after  the  termination  of  such  three 
years,  other  individuals  and  corporations  may  upon  such  track, 
upon  the  payment  of  the  proper  toll  charges,  transport  goods 
and  individuals  upon  the  same. 

Section  29  limits  the  amount  which  is  to  be  charged  as  toll 
upon  such  railways  to  what  will  be  necessary  in  the  first  in- 
stance to  pay  the  cost  of  maintenance  and  of  transportation  ; 
secondly,  the  gathering  together  of  a  reserve  fund  for  extra-, 
ordinary  expenses  and  for  wear  and  tear,  and  making  provision 
against  accidents  and  payment  of  damages ;  a  return  to  the 
corporation  in  the  way  of  interest  and  profit  upon  the  original 
capital  invested  of  ten  per  cent.,  and  if  they  failed  to  earn 
ten  per  cent,  on  capital  in  any  year  previous  to  reaching  ten  per 
cent.,  the  railway  shall  be  permitted  to  earn  such  sum  in  addition 
as  to  make  the  investment  pay  an  average  of  ten  percent.  At  the 
end  of  the  three  years  all  tariffs  are  subjected  to  the  control 
and  acceptance  of  a  ministry  of  commerce,  and  the  govern- 
ment has  at  all  times  the  right  upon  the  payment  of  twenty- 
five  times  of  an  average  annual  dividend  for  the  preceding  ffive 
years  before  determining  upon  the  purchase,  to  acquire  the 
whole  of  the  railway  and  all  its  franchises. 

There  is  a  general  reservation  of  the  power  to  alter 
or  amend  this  general  railway  act  very  much  in  the  terms  of 
our  own  constitution. 

It  will  thus  be  seen  that  this  general  railway  law  antedating 
ours  by  twelve  years  contains  provisions  very  much  like  those 
which  are  contained  in  the  special  charters  to  which  reference 
has  been  made  in  my  opening  address  before  this  Committee, 
and  it  has  this  limitation  of  ten  per  cent,  which  found  its  way 
into  the  General  Eailway  Act  of  our  State.  Both  the  Prussian 
law  and  our  own  law  was  the  result  of  following  the  special 
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railway  legislation  of  England,  in  which  the  limitation  of 
ten  per  cent,  profit  was  to  be  found  in  almost  every  railway 
charter  between  1828  and  1838. 

In  addition  to  this  limitation,  both  in  England  and  in  Ger- 
many, there  were  additional  limitations  of  maximum  charges; 
in  England,  by  the  terms  of  the  charters  themselves ;  in  Ger- 
many, by  the  provisions  of  the  Ministry  of  Commerce,  all  of 
which  safeguards  have  failed  to  find  their  way  into  our  General 
Railway  Act.  The  only  survival  of  any  control  was  the  limita- 
tion, under  certain  conditions,  to  ten  per  cent,  dividends.  The 
law  of  competition  was  supposed  to  be  a  sufficiently  efficient 
preventive  of  excessive  charges,  and  was  expected  to  bring 
about  all  the  results  that  were  aimed  at  by  the  Prussian  and 
English  fixed  rates  incorporated  in  the  charters  themselves. 

It  is  scarcely  worth  while  to  waste  a  word  upon  the  subject 
before  this  Committee  to  show  that  if  instead  of  the  actual  cost 
of  roads,  railways  can  capitalize  themselves  at  any  rate  they 
please  and  that  if  profits  on  their  "  constructive  construction  ac- 
counts "  are  to  limit  the  rates  to  the  public,  that  the  limitation 
of  ten  per  cent,  will  never  be  reached,  because  the  printing 
press  will  be  kept  ever  busy  in  printing  new  stock  and  printing 
new  bonds  for  the  purpose  of  evading  the  provisions  of  the  law. 
We  should  either  abolish  this  law  from  our  statute  books  or  make 
it  an  efficient  element  of  railway  control,  by  preventing  railways 
hereafter  from  issuing  a  dollar's  worth  of  stock  not  represent- 
ed by  the  actual  dollar  put  into  construction,  and  from 
issuing  a  dollar  bond  not  represented  by  actual  value  re- 
ceived. 

Publicity  op  Eates. 

One  of  the  new  provisions  that  I  herewith  submit  in  the 
law  that  I  have  drafted  for  your  revision,  acceptance  or  rejec- 
tion, provides  that  the  railways  shall  publish  all  their  rates, 
both  through  and  local,  post  them  at  each  station,  and  that 
they  shall  neither  raise  nor  lower  them  without  previously 
giving  a  month's  notice. 

The  manifest  justice  of  these  provisions,  and  their  necessity 
upon  the  testimony  as  it  stands,  I  might  safely  leave  without 
discussion. 
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The  last  witness,  Mr.  "Welch,  has  given  us  a  final  and  conclu- 
sive reason  for  giving  notice  of  change  of  rates  at  least  a 
month  ahead. 

Analogous  provisions  are  to  be  found  in  the  amended  English 
law.  Against  both  have  the  English  railways  fought,  and  with 
the  operation  of  both  have  they  proved  well  content  since  the 
passage  of  the  law  of  1873. 

The  Pboxy  System. 

One  of  the  evils,  in  favor  of  which  even  the  railway  advo- 
cates can  say  nothing,  is  the  proxy  system,  as  it  now  prevails. 
It  would  be  quite  out  of  place  to  criticise  with  undue  seve- 
rity the  managers  of  some  of  our  railways  because  they  do  not 
treat  the  property  which  is  under  their  care  with  the  same 
fidelity  that  trustees  ordinarily  are  supposed  to  show  to  the 
trust  estates  submitted  to  them,  because  our  proxy  system  has, 
by  neglect  of  the  law,  allowed  Directors  to  creep  into  office  or 
to  fight  their  way  into  office,  who  in  no  sense  represent  either 
in  their  own  persons  or  by  the  votes  of  a  constituency  actually 
owning  the  stock  the  true  proprietary  interest  in  those  great 
properties.  / 

If  a  set  of  hobgoblins  had  been  commissioned  to  devise  a 
scheme  by  which  inefficient  and  wasteful  administration  should 
in  perpetuity  be  secured  for  these  great  quasi-public  trusts, 
they  could  not  by  the  exercise  of  the  most  perverted  in- 
genuity have  hit  upon  one  better  calculated  to  achieve  this 
sinister  end  than  that  which  the  law  as  it  now  stands  creates. 
To  allow  a  vote  by  proxy  is  itself  an  innovation  upon  the 
voting  power.  It  excludes  the  element  of  personal  delibera- 
tion. The  change  of  opinion  which  may  be  brought  about  by 
debate  are  eliminated  by  the  proxy  system  by  which  A,  B,  C, 
and  D  commission  P  to  exercise  their  judgments  and  cast 
their  votes  for  them,  and  that  generally  upon  a  predetermined 
result. 

This  scheme  was,  however,  devised  with  the  view  of  pro- 
tecting, to  a  larger  degree  than  the  personal  vote  could,  the 
proprietary  interest  in  the  modern  corporation,  which  being 
divided  into  numerous  shares,  to  give  to  each  shareholder  a 
personal  vote,  no  matter  what  his  holding,  was  felt,  and  rightly 
felt,  to  place  the  larger  holder  at  a  disadvantage  as  against  the 
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smaller  holders — possibly  more  glib  of  tongue  and  adroit  in 
managing  a  meeting  of  shareholders.  It  was  rightly  thought  to 
be  wiser  to  give  to  each  share  a  vote  instead  of  to  each  share- 
holder. This  brought  about,  however,  a  difficulty  which  the 
English  law  maker  has  perceived  and  has  provided  against, 
and  that  is  that  a  mere  majority  holdiug  becomes  so  abso- 
lutely independent  of  the  minority  that  it  ceases  to  consider 
the  minority  as  having  any  rights  at  all,  and  proceeds- to  man- 
age the  property  as  though  their  were  no  shareholding  interests 
except  this  compact  majority.  Hence,  in  England,  the  pro- 
visions of  the  law  upon  the  subject  of  proxies  and  voting  at 
meeting  of  shareholders  are  materially  different  from  those 
which  exist  upon  our  own  statute  books.  The  provision  of 
the  "Companies'  Clauses  Act"  says  :"That;  at  all  general  meet- 
ings of  the  company,  every  shareholder  shall  be  entitled  to  vote 
accordiug  to  the  prescribed  scale  of  voting,  and  where  no  scale 
shall  be  prescribed  every  shareholder  shall  have  one  vote  for 
every  share  up  to  ten,  and  he  shall  have  an  additional  vote  for 
every  additional  five  shares  beyond  the  first  ten  shares  held 
by  him  up  to  one  hundred,  and  an  additiohal  vote  for  every 
ten  shares  held  by  him  beyond  the  first  hundred  shares." 

The  prescribed  form  of  voting  herein  referred  to  is  such  a 
scale  of  voting  as  may  be  prescribed  by  the  special  charters 
of  the  companies.  As  a  general  rule  the  prescribed  scale  is  in 
conformity  with  the  general  law,  and  when  it  is  not  it  is  upon 
some  like  system  by  which  the  smaller  shareholder  has  a  pro- 
portionate preponderance  of  power  over  the  larger  holder. 
In  England  it  requires  a  holding  very  largely  in  excess  of  a 
majority  for  the  purpose  of  completely  subverting  the  inter- 
ests and  disregarding  the  wishes  of  the  minority  at  an 
annual  meeting. 

The  English  law  prescribes  that  these  proxies  shall,  within 
forty-eight  hours  before  the  meeting,  be  deposited  with  the 
secretary.  It  requires  that  persons  voting,  either  di- 
rectly or  through  proxy,  shall  be  the  owner  of  the  shares. 
There  is  no  such  clause  except  in  the  Erie's  act  of 
1872  in  relation  to  American  railways,  and  there  is  a 
special  reason  why  the  absence  of  such  a  clause  in  the 
laws  of  this  country  works  particular  mischief.  The 
absence  of  all  precaution  to  prevent  others  than  share- 
holders from  voting  by  proxy  simply  because  the  stock  stands 
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in  the  names  of  certain  persons  who  may  have  parted  with  all 
proprietary  interest  works  mischief  here  and  would  do  but  little 
harm  there,  because  England,  being  the  creditor  nation  of  the 
world,  owns  substantially  all  the  stock  of  all  the  railways  within 
the  very  narrow  territory  which  are  within  the  borders  of  Great 
Britain.  There  is  therefore  no  danger,  at  all  events  not  a 
material  danger — that  any  large  proprietary  interest  will  be 
represented  upon  the  stock  ledger  of  corporations  not  corres- 
ponding with  the  actual  proprietary  interests  in  the  boxes  of 
investors.  The  situation  as>to  America  is  materially  different. 
America  has  always  been  a  debtor  nation  as  to  investment 
securities.  Our  railways  were  built  to  a  very  large  degree,  it 
may  be  said  two-thirds  of  them  by  foreign  capital — English, 
Dutch  and  German.  And  the  securities  representing  American 
railway  investments  being  dealt  in  at  stock  exchanges  of  the 
world  shift  rapidly  and  very  largely  as  to  proprietary  inter- 
est across  the  ocean  and  to  many  marts,  intervals  of 
several  months  frequently  intervening  before  a  change  can 
be  made  in  the  actual  registry  of  stock. 

To  illustrate  the  dangers  of  this  system,  let  me  draw  your  atten- 
tion to  the  testimony  of  Mr.  Wolff  (page  2,520),  who  it  appears 
voted  on  upwards  of  50,000  shares  at  the  election  of  Erie  Direc- 
tors of  1877.  It  appears  that  almost  the  whole  of  the  stock — if 
not  the  whole  of  it — was  owned  at  the  time  by  other  people, 
and  yet  it  appears  that  that  stock  was  voted  at  that  election 
at  the  request  of  somebody,  by  the  giving  of  a  proxy  to  vote 
on  the  same  by  the  great  banking  house  of  Kuhn,  Loeb  &  Co., 
who  were  mere  intermediaries  between  two  owners,  and  who 
bad  no  beneficiary  interest  in  the  stock  whatever,  and  whose 
50,000  votes  might  very  readily  have  changed  the  election  on 
that  day. 

When  this  is  done,  by  a  house  of  such  well  known  re- 
spectability, we  may  assume  that  it  is  done  by  almost  every 
other  banking  house  oa  Wall  street,  and  that  houses  of 
less  respectability  hawk  around  the  proxies  on  shares  which 
may  thus  happen  to  stand  in  their  names,  for  the  profit  they 
can  make  on  them. 

How  so  large  a  number  of  shares  may  stand  in  the 
name  of  a  single  banking  house  has  been  explained  with 
great  detail  and  clearness  by  Mr.  Wolff.  He  shows 
that  when  bis  firm  purchase  stock    in  Europe  for  delivery 
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"here  to  customers  they  have  the  shares  transferred  to 
their  own  names  for  the  purpose  of  making  a  good  delivery,  as 
stocks  standing  in  the  names  of  European  owners  are  not, 
under  the  rules  of  the  Stock  Exchange,  a  good  delivery  here, 
but  when  they  purchase  shares  for  delivery  abroad,  they  again 
for  prudential  reasons  have  the  stock  transfer)  ed  to  their  own 
names,  with  the  view  of  being  able  to  get  new  certificates 
issued,  should,  by  an  accident  to  the  steamer,  miscarriage  or 
robbery  of  the  mails,  the  shares  thus  transferred  be  lost. 
There  is  therefore  as  a  whole,  no  fraud  or  wrong  in  the.  man- 
ner in  which  these  shares  are  acquired  and  stand  in  the  names 
of  the  persons  who  possess  this  vast  voting  power,  but  it  is 
safe  to  say,  taking  into  consideration  the  enormous  transac- 
tions that  are  made  in  this  railway  companies  stock  between 
Europe  and  America,  that  more  than  a  majority  of  the  stock 
of  the  Erie  Company  stands  constantly  in  the  names  of  persons 
who  have  no  beneficiary  interest  therein,  and  that  not  only 
the  voting  power,  but  the  determining  power  as  to  that  cor- 
poration, at  least,  as  to  who  shall  or  who  shall  not  manage  its 
affairs,  lies  in  the  hands  of  persons  who  do  not  care  how  those 
affairs  are  managed,  and  who  pay  not  one  dollar  of  penalty,  be 
they  managed  never  so  badly. 

This  scandal  and  abuse  should  be  abated  and  abolished 
for  all  time  to  come  by  a  provision  of  law  which  should  make 
it  a  misdemeanor,  punishable  with  fine  and  imprisonment,  to 
vote  upon  shares,  or  to  give  a  proxy  for  shares  authorizing 
some  one  else  to  vote  on  shares,  in  which  the  person  thus  vot- 
ing or  giving  the  proxy  has  no  actual  personal  interest.  And 
each  proxy  should  be  accompanied  by  an  affidavit  of  owner- 
ship and  certificate  of  a  notary  of  having  had  the  shares  exhibit- 
ed to  him.  Nay,  further,  shares  that  are  pledged  should  be  de- 
prived of  their  voting  power.  There  should  be  no  possibility 
by  which,  with  a  small  amount  of  money — say  half  a  million 
of  dollars -$20,000,000  or  $25,000,000  worth  of  stock  can  be 
purchased,  paying  the  half  a  million  dollars  as  margin,  the 
stock  placed  in  the  hands  of  brokers  as  collateral  security 
for  advances  made  by  them,  and  thus  get  the  voting  power 
which  appertains  to  $25,000,000  of  stock  thus  pledged, 
as  against  the  voting  power  of  stock  actually  paid  for 
and  in  the  boxes  of  their  owners ;  because  it  places 
the  half  a  million  of  dollars  of  .adventurers  who  propose^ 
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by  the  instrumentality  of  large  broker  purchases  and  carry- 
ings, (involving  an  outlay  or  risk  of  such  1500,000), 
on  a  par  with  $25,000,000  of  other  people's  moneys  actu- 
ally invested,  and  are  thus  enabled  to  capture  a  great  railway 
corporation  like  the  Erie,  to  govern  which  might  be  worth  very 
readily  to  an  unscrupulous  board  of  directors  or  executive  com-" 
mittee  twice  over  the  amount  of  such  margin  in  a  single  year. 
It  would  be  quite  a  profitable  transaction  to  lose  the  half 
million,  after  it  has  answered  its  purpose  in  controlling  enough 
votes  .for  the  purpose  of  election,  recouping  themselves 
for  the  loss  thus  incurred  or  investments  thus  made  by 
cutting  the  purse  of  the  captured  corporation  through  the 
instrumentality  of  car  companies,  cattle  yards,  oil  contracts, 
rolling  stock  associations,  fast  freight  lines,  express  companies' 
stock,  and  a  thousand  and  one  other  devices  by  which  moneys 
may  be  and  are  diverted  from  the  shareholding  interests  to  the 
directors. 

But  we  have  here  the  concession  that  this  proxy  system  is  an 
abomination,  that  the  law  does  not  cast  around  the  share- 
holders sufficient  safeguards,  and  that  it  ought  to  be  changed. 

Sir  Edward  Watkin  says  that  holders  of  Erie  shares  abroad 
have  been  perfectly  willing  to  take  a  half  crown — about  sixty- 
two  and  one-half  cents — per  share  for  their  voting  power,  as  a 
sort  of  small  dividend  upon  their  shares.  Mr.  Barlow,  in  his 
testimony  in  the  McHenry.  suits,  states  that  purchases  of 
proxies  was  one  of  the  ordinary,  and,  as  he  supposed,  proper 
methods,  of  disbursing  the  funds  of  thd  Erie  Railway  corpora- 
tion for  the  purpose  of  keeping  the  direction  in  power.  Mr. 
Worcester  stated  that  Mr.  Eichmond  and  Mr.  Corning  had  to 
expend  large  sums  of  money  to  keep  themselves  in  power  in  the 
old  New  York  Central  Road.  And  this  is  because  they  had 
not  such  a  controlling  interest  as  Mr.  Vanderbilt  now  has,  or 
rather  until  recently  had,  which  enables  him  to  keep  himself 
in  power  without  the  expenditure  of  any  other  money  than 
that  investedjn  his  stock. 

Of  course  this  expenditure  of  corporate  money  to  keep  an 
administration  in  power  derives  its  origin  from  the  proxy 
system  as  it  stands,  and  would  become  impossible  if  only  the 
actual  owner  and  holder  of  stock  free  from  a  pledge  or  debt 
would  be  permitted  to  vote  upon  the  stock,  because  it  is  scarcely 
to  be  expected  that  a  very  large  proportion  of  the  stockholders 
62 
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could  be  seduced  by  offers  of  small  sums  of  money  to  deprive 
their  stock  of  all  value  by  putting  or  keeping  knaves  in  power. 

Mr.  Jewett  stated  to  you  that  he  believed  that  the  proxy 
system  needed  reform,  and  we  have  had  not  a  single  witness 
before  us  from  the  railway  interest  who  had  one  word  to  say 
•in  favor  of  the  existing  condition  of  the  law  in  that  behalf. 

There  is  one  other  reform  connected  with  the  proxy  system 
which  I  desire  to  call  the  Committee's  attention  to,  and  that 
is  that  proxies  should  be  permitted  to  be  given  only  for  the 
one  particular  meeting.  Continuous  proxies  prqdu.ce  the 
result  of  withdrawing  the  attention  of  the  actual  owner  of  the 
stock  from  the  meetings  as  they  successively  take  place,  and 
he  awakens,  frequently  too  late,  to  the  fact  that  his  proxy  has 
been  exercised  to  put  in  power  a  Board  of  Directors  in  which 
he  has  lost  confidence,  or  in  which  he  may  never  have  had  any, 
or  to  keep  such  a  one  in  power,  only  after  the  act  is  done ; 
whereas,  if,  with  each  recurring  annual  meeting,  the  stock- 
holders were  required  to  be  called  upon -for  new  proxies,  there 
would  be  some  examination  by  theui  of  the  manner  in  which 
the  trust  has  been  conducted,  and  they  might  withhold  that 
power  or  enter  into  a  combination  to  create  a  new  Board  of 
Direction  having  their  full  confidence. 

I  would,  therefore,  in  addition  to  making  it  a  misdemeanor, 
punishable  with  fine  and  imprisonment,  to  vote  upon  stock  not 
actually  owned  and  free  from  lien,  give  a  civil  remedy  to  stock- 
holders injured  by  such  action,  against  the  wrong-doer,  also 
vitiate  the  election  and  order  a  new  one,  if  stock  thus  voted 
upon  has  changed  the  result. 

In  this  connection  I  desire  to  call  the  attention  of  the  Com- 
mittee to  a  reform  in  relation  to  voting  power  as  to  railway 
corporations  which  I  have  for  manj'  years  advocated,  and 
which  would,  to  a  larger  degree  than  any  law  now  existing,  or 
any  improvement  of  the  law  which,  under  the  recommendation 
of  this  Committee  might  be  enacted,  protect  the  actual  pro- 
prietary interests  of  railways  from  having  their  property 
wasted  and  their  revenues  diverted  and  stolen  by .  Directors, 
who  capture  a  railway  as  the  armies  of  the  middle  ages  cap- 
tured a  town,  with  the  view  to  sack  it. 

That  I  am  not  drawing  upon  imagination  when  I  say  that 
this  is  the  mental  condition  of  many  persons  who  make  it 
their  object  to  change  Boards  of  Direction  is  indicated  by  the 
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testimony  of  Mr.  Guppy.  He  has  told  you  (p.  2499)  that  when 
Sickles  was  employed  for  the  purpose  of  turning  the  Jewett  ad- 
ministration out,  that  he  (Sickles)  and  his  confederate,  Harley, 
stated  to  him  that  if  he  would  join  them  and  they  were  suc- 
cessful, they  would  divide  the  "  swag."  This  is  his  language  : 
"  They  told  me  that  the  parties  in  power  had  not  quite  stolen" 
the  thing  there,  and  there  was  something  left,  probably 
enough  for  all  of  us." 

You  w'ill  see,  therefore,  that  the  parallel  that  I  draw  of  a 
City  which  during  the  middle  ages  still  offered  booty,  and 
therefore  was  liable  to  another  attack,  as  it  had  not  been  wholly 
devastated  by  contending  armies  that  had  ravaged  it  before,  was 
the  actual  condition  of  the  Erie  Eailway  Company  in  1875  and 
1876  when  the  Sickles  party  attempted  to  capture  it.  And 
what  happened  but  three  years  ago  may  happen  again 
to-morrow.  Indeed,  that  property  is  placed  by  its  plan  of 
reorganization  in  a  peculiarly  perilous  condition  for  capture. 
The  Beorganization  Committee  which  has  control  of  half  the 
voting  power  of  the  whole  stock  of  $89,000,000,  need  not  have, 
and  probably  has  not,  one  dollar  of  actual  interest'  in  the 
road.  What  substantially  amounts  to  a  controlling  vote 
therefore,  of  the  Brie  Eailway  Company  is  to-day  open  to 
capture  without  regard  to  the  proprietary  interest  therein. 

Indeed,  it  seemed  to  have  been  an  ingenious  device  to  pre- 
vent the  actual  property  interest  from  getting  control  for  an 
indefinite  number  of  years  of  the  Erie  Kail  way,  and  the  de- 
fence of  this  very  device  is  that  it  being  a  speculative  stock,  the 
momentary  interest  in  which  is  so  frequently  and  so  constantly 
in  the  hands  of  operators  for  a  rise,  without  regard  to  the  in- 
trinsic and  permanent  value  as  an  investment  of  the  shares 
thus  held,  forbids  reliance  to  be  placed  upon  ownership  in  this 
instance  for  safe  and  trusty  management.  Curiously  enough, 
those  who  have  had  in  their  charge  the  reconstruction  of  this 
railway,  determine  upon  securing  proper  management,  not  by 
cutting  off  from  voting  power  stock  thus  speculatively  dealt  in, 
and  which  would  almost  invariably  be  pledged,  «nd  which 
would,  under  the  scheme  I  suggest,  lose  the  right  to  vote,  but 
have  sought  refuge  in  the  other  extreme  by  divorcing  one-half 
of  the  whole  voting  power  absolutely  and  wholly  from  owner- 
ship. 

We  are  told  that  our  reliance  must  be  upon  the  character  of 
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these  gentlemen  who  thus  hold  thisjpower.  My  answer  is,  that 
such  reliance  may,  in  this  case,  be  well  founded  ;  I  know 
from  personal  acquaintanceship  that  Sir  Edward  Watkin  and 
Mr.  Westlake  are  men  of  character,  who  would  not  wilfully  per- 
vert the  large  powers  invested  in  their  hands.  The  other  mem- 
bers of  this  Reconstruction  Committee,  I  do  not  know  per- 
sonally, but  I  am  willing  to  believe  them  to  be  men  of  equally 
good  character,  but  our  whole  structure  of  government  is  based 
upon  coupling  responsibility  with  interest.  "  No  taxation  with- 
out representation  "  was  the  rallying  cry  and  foundation  for  our 
struggle  against  Great  Britain.  That  he  who  wields  the  power 
shall  be  responsible,  and  has  an  interest  in  having  that  power 
well  administered,  and  shall  be  subject  to  an  immediate  and 
prompt  discharge  when  that  power  is  not  administered  to  the 
liking  of  the  governed,  is  at  the  very  foundation  of  the  govern- 
mental structures  of  all  our  States,  and  of  the  United  States. 
All  tyrannical  and  arbitrary  forms  of  government  rest  upon  the 
fallacy  which  underlies  the  reconstruction  scheme,  that  you  can 
rely  for  good  government  upon  the  character,  position  and  integ- 
rity of  the  governor  disassociated  from  responsibility  to  the 
governed,  and  from  interest  in  good  government  by  never  be- 
coming part  and  parcel  of  the  governed. 

It  seems  to  me  that,  having  based  our  whole  civil  polity 
upon  a  theory  the  very  opposite  of  the  reconstruction  scheme, 
it  is  fatuity  itself  to  rely  upon  it  as  safe  and  sound  policy  in~ 
the  administration  of  our  great  railways.  On  the  contrary,  a 
scheme  might  have  been  devised  for  continuing  Board  of 
Direction,  which  would  eliminate  the  speculative  element  and 
have  given  to  the  direction  of  that  corporation  a  stable  admin- 
istration, whilst  at  all  times  keeping  it  responsible  to  the 
power-giving  element — the  shareholders. 

Minority  Representation. 

This  result  is  offered  to  us  by  what  is  known  as  minority 
representation,  a  scheme  which  has  received  the  approval  of 
English  legislation  as  to  the  school  boards,  and  as  to  the  three- 
cornered  constituencies  in  parliamentary  representation,  of 
the  States  of  California  and  Pennsylvania  as  to  corporations, 
and  in  numerous  municipalities  as  to  the  forms  and  methods 
of  administering  the  civic  affairs  of  such  public  bodies. 
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Assuming  the  voting  power— shares  and  bonds — of  that  great 
corporation  known  as  the  Erie  Railway  to  be  a  hundred  million 
dollars,  and  that  there  are  seventeen  Directors  to  be  elected, 
what  easier  than  to  give  to  one-seventeenth  of  the  stock  and 
bonds  voted  at  any  election  the  power  to  appoint  a  single  di- 
rector. This  could  be  done  by  the  cumulativejvote,  giving  to 
each  share  or  to  each  unit  of  voting  power,  be  it  one  or  ten 
shares,  seventeen  votes  which  may  be  distributed  among  many 
Directors  or  cumulated  upon  one  as  the  voter  may  see  fit;  by 
the  list  system,  giving  to  each  share  but  one  vote  for  one  Di- 
rector of  the  seventeen,  and  allowing  him  to  indicate  that  in 
the  event  of  his  particular  nominee  being  elected  that  his  vote 
be  transferred  to  some  other  nominee. 

Without  wearying  this  Committee  ;with  the  details  of  the 
numerous  devices  by  which  minority  or  totality  representation 
can  be  secured,  I  will  state  witlrpositiveness  that  a  system 
of  voting  has  been  practically  demonstrated,  both  as  to  govern- 
ment and  as  to  public  and  private  corporations,  by  which  the 
Directors,  be  they  few  or  many  in  numbers,  shall  at  all  times  be 
a  reduced  photograph  of  the  whole  stockholding  interest,  and 
not  of  a  majority  ODly ;  and  that,  so  long  as  a  single  Director,  - 
even  of  the  minority,  can  secure  (in  the  supposed  case  of  the 
Erie  Railway  Company)  one-seventeenth  of  the  voting  power  to 
his  own  candidature,  the  other  sixteen-seventeenth s  cannot  dis- 
place him,  remove  him,  or  interfere  with  him,  but  must 
tolerate  his  presence  at  the  Board  of  Direction.  ' 

.This  would  both  prevent  a  corporation  from  being  treated 
as  this  Erie  Railway  was  during  the  Gould  administration,  as 
a  city  captured  for  the  sacking  in  which  the  capturers  divided 
the  booty,  or,  as  it  has  since  been  looked  upon,  as  a  citadel 
to  be  held  or  fought  for  with  the  same  or  kindred  ob- 
jects. Boards  of  Direction  would  change,  but  they  would 
change  only  gradually,  and  all  the  good  that  was  ex- 
pected to  flow  in  the  way  of  continued  direction  from  a  classi- 
fication bill  would  result  with  annual  elections  from  this 
scheme  of  minority  representation,  with  the  additional  good 
that  by  no  possibility  could  the  mere  control  of  a  majority  of 
the  voting  power  obtain  the  absolute  control  of  every  member 
of  the  Board  of  Direction.  And  even  if,  in  the  future  as  in  the 
past,  the  property  of  a  great  corporation  like  that  of  the  Erie 
Railway  might  fall  into  the  hands  of  those  who  mean  to  use  it  ■ 
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for  sinister  and  personal  ends  only,  such  sinister  interests 
would  be  held  in  cheek  by  the  presence  of  a  number  o* 
Directors  in  the  board  who  would  represent  the  actual 
proprietary  interests,  and  who  would  see  to  it  that  malversa- 
tions, if  committed,  are  punished,  and  would  prevent  by  their 
mere  presence  in  the  board  a  large  amount  of  wrongdoing  from 
even  being  attempted. 

I  submit  for  the  consideration  of  this  Committee  a  redraft  of 
the  general  railway  law,  embodying  the  'reforms  I  have  sug- 
gested in  this  particular. 

Eaileoad  Accounts. 

Among  the  minor  evils  that  we  are  called  upon  to  remedy, 
that  of  railroad  accounting  holds  an  important  place,  and  a 
railway  commission  will  do  much  to  rectify  this  evil.  The  ne- 
cessity imposed  upon  our  railways  to  render  some  sort  of  an 
account  to  the  various  States  of  their  operations,  unaccom- 
panied until  very  recent  years,  in  any  State,  with  any  power 
to  see  to  it  on  the  part  of  any  official  that  those  accounts 
which  have  been  thus  rendered  have  been  accurately  kept  and 
truthfully  tell  the  operations  of  these  trusts,  has  organized  a 
system  of  keeping  such  accounts  in  a  way,  how  not  to  tell  what 
takes  place. 

Although  it  is  said  that  figures  do  not  lie,  we  know  that 
they  may  be  made  to  lie  ;  and  you  have  had  sufficient  evidence 
before  you  now  to  know  that  "  construction  accounts"  do  not 
mean  construction  accounts  ;  that  "  debts"  do  not  mean  debts; 
that  "floating  debts"  do  not  mean  floating  debts ;  that  "  capital 
account"  does  not  mean  capital  account ;  that  "  expense  ac- 
count" does  not  mean  expense  account ;  that  even  "  local"  does 
not  mean  local ;  and  "  through"  does  not  mean  through. 

In  short,  there  is  scarcely  any  item  which  enters  into  an 
account  of  a  railway  which  means  in  the  technical  language 
of  trained  experts  having  charge  of  railroad  books  what  it 
means  to  the  public  at  large.  We  have  had  the  wholesale  con- 
fession from  railway  accountants  and  railway  officials  that  at 
least  so  far  as  the  State  of  New  York  is  concerned,  the  methods 
adopted  of  rendering  accounts  are  quite  faulty  and  wholly 
erroneous,  and  give  no  accurate  information  to  the  public,  and 
whatever  of  information  is  offered  to  the  public  is  misleading 
in  the  extreme. 
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The  testimony  of  Little,  Robertson,  Balch,  Shearman,  Jewett, 
Diven,  &c,  all  units  in  this.  On  this  point  we  have  from  the 
defendants  a  complete  cognovit  : 

How  preposterous  is  this  system,  when  we  take  into  consid- 
eration that  a  hundred  millions  of  dollars  of  the  money  of 
the  people  of  this  State  and  of  other  States  is  paid  in  tolls  to 
these  railway  corporations  of  the  State  of  New  York  in  a 
single  year !  Compared  with  this,  how  insignificant  appear 
our  insurance  and  even  our  banking  interests  ;  and  yet,  as  to 
both  of  these  interests,  there  is  a  most  careful  scrutiny  by 
public  officials  authorized  to  enter  into  the  offices  of  insurance 
companies  and  of  banks,  to  overhaul  their  books  so  as  to 
make  up  independent  statements  of  assets  .and  liability  in 
addition  to  the  accounts  that  are  rendered  by  such  institutions 
to  the  department*,  and  the  heads  of  our  insurance  and  bank- 
ing departments  are  charged  to  see  to  it  that  those  accounts 
correspond  with  the  actual  facts  of  the  condition  of  affairs  in 
those  corporations. 

Necessity  for  a  Commission. 

Not  the  least  of  the  important  functions  for  the  future  rail- 
way commission  to  perform  will  be  the  putting  an  end  to  the 
secrecy  of  management  which  has  characterized  American 
roads.  At  the  head  and  front  of  offending  in  this  particular  is 
the  New  York  Central  Railway.  It  has  not  even  so  much  as 
rendered  an  annual  report  to  the  stockholders  for  the  past  eight 
years  independent  of  the  State  Engineer's  report.  There  is 
no  statement  made  or  balance  sheet  exhibited  which  enables 
them  to  understand  how  their  property  is  administered. 

Of  course,  if  railways  were  exclusively  private  enterprises,  it 
might  be  said  that  so  long  as  the  stockholders  do  not  com- 
plain, it  is  not  for  the  State  to  interfere.  But  I  trust  that  by 
this  time  there  is  not  a  single  member  of  this  Committee  who 
has  the  slightest  sympathy  with  that  view  of  the  railroads  func- 
tion, and  that  in  no  event  is  a  railway  to  be  considered 
of  so  private  a  nature  that  it  should  not  be  required  to  give 
the  public  an  annual  balance  sheet  of  its  operations ; 
banks  are  required  so  to  do,  insurance  companies  are 
required  so  to  do,  and  neither  the  one  nor  the  other  exercises 
the  sovereign  right  of  eminent  domain.  Yet  from  the  import- 
ance of  the  function  that  they  perform,  and  from  the  fact  that 
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they  are  the  children  of  the  State,  to  wit — corporations — it  is 
expected  that  they  shall  inform  the  State  of  the  manner  and 
method  of  their  administration  by  annual  reports. 

One  of  the  functions  which  such  a  commision  ought  to  per- 
form is  to  supervise  the  granting  of  railway  mortgages,  the 
issue  of  additional  stock,  and  in  short  see  to  it  that  every  step 
that  is  taken  to  increase  the  capital  account  of  the  railway 
corporations  is  done  for  the  purpose  of  the  construction  ac- 
count of  the  road,  and  not  through  the  instrumentality  of  the 
increase  of  the  capital  account  enable  fraudulent  dividends  to 
be  declared,  money  to  be  divided  to  buy  off  one  administra- 
tion, to  put  in  another,  to  pay  to  bankers  and  favorites  an  ag- 
gregate of  several  millions,  after  the  manner  of  the  Erie  Rail- 
way. 

If  a  State  commission  could  first  be  made  to  report  as  to 
the  necessity  for  the  creation  of  a  lieu  to  secure  bonds  for  con- 
struction and  then  be  chargeable  with  the  duty  to  see  to  the 
application  of  the  money,  some  of  the  possibilities  of  recent 
manipulations  of  railway  funds  would  be  removed  ;  and  there 
would  be  a  scandal  or  two  less  connected  with  our  railway 
administration  which  reflect  serious  discredit  upon  our  national 
character. 

Another  evil  which  it  would  be  within  the  power  of  such  d 
commission  to  remedy  would  be  to  check  the  reckless  manner 
in  which  companies  are  declared  insolvent,  with  the  view  to 
secure  the  appointment  of  Receivers,  and  the  way  in  which 
those  Receivers  are  permitted  to  conduct  the  affairs  of  the 
corporation  after  appointment.  We  have  seen  in  the  evidence 
that  it  "was  possible  through  the  instrumentality  of  a  receiver- 
ship to  project  the  administration  under  whose  guidance  the 
company  was  alleged  to  have  become  insolvent  into  a  new 
corporation,  brought  into  existence  under  the  so-called  reor- 
ganization scheme. 

It  may  be  asked  what  difference  does  it  make  to  the  State  if 
the  flock  of  sheep,  called  stockholders,  do  not  object.  The 
answer  to  that  is  obvious.  The  Erie  Railway  Company  repre- 
sented before  the  receivership  an  indebtedness  and  stock 
capital  of  $149,000,000.  It  represents  now,  under  the  new 
administration,  an  increase  of  $12,000,000,  about  $160,000,000. 

Counsel  for  the  Erie  Railway  claim  great  credit  that  the 
stockholders  suffered  no  ultimate  loss  by  the  insolvency  of  the 
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Erie.  The  unfortunate  stockholders,  who  believed  that  the  in- 
solvency was  real  and  sold  out  for  a  trifle,  must  have  borne 
a  very  considerable  loss.  There  was  a  good  opportunity 
afforded  by  the  insolvency  to  buy  in  this  property  and 
capitalize  it  at  an  actual  cost  and  give  to  the  people  of  our 
State  the  benefit  of  a  cheap  road.  But  by  a  combination  be- 
tween bondholders,  stockholders,  trustees  of  mortgage,  and 
receiver  it  was  determined  that  that  loss  should  not  be  borne 
by  the  stockholders  themselves ;  but  that  the  wrongs  which 
were  wrought  to  this  great  corporation  through  the  supinenesa 
of  the  stockholders,  by  the  rapacity  of  directors,  agents,  etc., 
and  for  which  they,  in  justice,  should  have  suffered,  was  to  be 
visited  upon  the  people  of  the  State — put  upon  the  shoulders* 
of  the  people  of  the  State  of  New  York,  and  that  is  the  effect 
and  necessary  result  of  the  capitalization  of  the  new  corpora- 
tion under  the  forms  of  law  devised  and  put  through  at  the 
instance  of  the  Erie  Railway  Company.  • 

The  people  of  the-  State  are  to  pay  for  Mr.  Gould's  $50,000,- 
000  of  misappropriated  stock ;  for  the  McHenry  incubus 
upon  the  Erie  Eailway  Company ;  for  Sickles'  raids ;  for 
the  Jewett  salary;  for  the  Gould- Jewett-Vanderbilt  settle- 
ment ;  for  the  car  companies  and  rolling-stock  companies ; 
stock-yard  companies,  and  every  form  of  barnacle  that  was 
fastened  upon  the  great  Erie  Railu  ay  corporation ;  for  every 
parasite  and  sluice  that  drew  its  life  and  substance  from  that 
great  trunk,  and  diverted  its  sap  to  private  purposes  and  pri- 
vate interests. 

For  all  these  accumulated  wrongs,  it  would  have  been  well, 
if  a  sponge  there  had  to  be  to  wipe  them  out,  that 
the  sponge  should  have  wiped  out  the  stock  in  the 
hands  of  those  who  have  allowed  these  wrongs  to  be 
perpetrated.  But  the  effect  of  all  these  reorganization 
schemes  is  that  in  the  end  it  is  the  loading  of  our  tax-ridden 
people  with  an  additional  tax,  with  an  additional  burden,  which 
under  the  name  of  the  New  York,  Lake  Erie  &  Western  Rail- 
way Company  holds  free  warren  to  exact  in  the  way  of 
tolls  for  freight  charges  from  our  millers,  our  farmers  and 
our  producers  for  all  time  five  cents  a  hundred  Gould  tax, 
three  cents  a  hundred  McHenry  tax,  two  cents  a  hundred 
Sickles  tax,  one  cent  a  hundred  Jewett  tax,  and  so  on  through 
the  list. 

The  taxis  none  the  less  a  tax  andnone  the  less  a  burden be- 
63 


4026 

cause  it  is  called  a  freight  charge.  If  the  Erie  Railway  Com- 
pany were  capitalized  at  its  cost,  honestly  aDd  efficiently  ad- 
ministered, it  could  afford  to  earn  interest  upon  its  bonds  and 
dividends  upon  its  stock  and  yet  serve  this  community  at 
one-half  the  rate  which  they  are  now  required  and  compelled 
to  charge.  The  stock  waterings  on  the  one  side  of 
the  New  York  Central  and  the  stealings  on  the 
other  hand  through  the  instrumentality  of  bond  issues  and 
stock  issues  of  the  Brie,  bring  into  existence  and  force 
the  invention  of  combinations  and  maintenance  of  pools  with 
railways  of  other  States  by  means  of  artificial  divisiorls  of 
traffic,  to  avoid  a  railway  war  ;  in  other  words,  to  avoid  com- 
petition so  as  to  enable  them  to  maintain  on  their  dinnnished 
traffic  so  high  a  rate  of  toll  as  to  pay  interest  upon  such 
fraudulent  issues  of  bonds  and  dividends  upon  such  fraudulent 
and  watered  stock.  And  again  it  is  upon  the  backs  of  the  peo- 
ple of  the  State  of  New  York  that  all  this  burden  is  laid, 
from  which  only  by  legislation  can  they  be  freed. 

Another  function  of  this  Railway  Commission  is  to  make 
railway  mortgages  uniform  in  character  and  to  report  upon 
the  circumstances  attending  a  failure  to  meet  the  paj-ment  of 
interest ;  step  by  step  to  attend  foreclosure  proceedings  and 
supervise  the  expenditures  of  money  to  bring  the  property  to 
sale,  and  see  to  it  that  such  foreclosure  proceedings  are  not 
collusive  in  their  nature;  in  other  words,  prevent  a  reorganiza- 
tion in  the  interest  of  the  people  in  whose  hands  the  corpora- 
tion had  become  insolvent,  So  that  corporations  that  have 
become  insolvent  by  reason  of  an  original  capital  account  being 
out  of  all  proportion  to  the  actual  cost  of  construction,  may 
be  capitalized  at  a  lower  rate.  Carlyle  says  :  "  Heaven  be 
praised  for  bankruptcy  because  by  means  of  it  we  get  rid  of 
shams."  It  remained  for  the  railway  lawyer  of  the  latter  half 
of  the  nineteenth  century  to  discover  that  through  the  in- 
strumentality of  bankruptcy  shams  cotild  be  crystalized  and 
made  permanent  burdens  for  the  community  to  carry. 

This  bring  me  to  the  important  question  of  how  can  we' 
remedy  the  wrongs  that  have  been  done  upon  this  community 
by  the  watering  of  the  New  York  Central  Railway's  stock,  and 
the  reorganization  scheme  of  the  Erie  Railway. 

In  the  infancy  of  railway  enterprise,  when  the  question  was 
first  presented  to  charter  corporations,  endowing  them  with 
Jibe  right  of  eminent  domain  to  take  lands,  to  build  these  im- 


4027 

proved  highways,  what  are  the  methods  the  State  then  might 
have  adopted  for  the  purpose  of  securing  the  public  against 
unjust  and  oppressive  freight  charges  by  its  own  creatures  ? 
It  could  have  built  these  roads.  I  concede  that  they  prob- 
ably would  have  been  built  more  expensively  at  the  outset  if 
built  by  the  State  than  if  built  by  private  enterprise.  As 
against  this  view,  however,  we  have  the  history  of  the  Erie 
canal  which  was  constructed  by  the  State  in  the  most  efficient 
and  economical  manner,  and  yielded  within  a  very  few  years  a 
revenue  sufficiently  large  to  extinguish  a  considerable  propor- 
tion of  the  canal  debt  and  pay  for  its  maintenance. 

Had  the  inhabitants  of  the  State  then  conceived  the  magni- 
tude of  the  operations  which  railways  within  a  very  brief 
period  would  reach,  they  unquestionably  would  have  insisted 
upon  their  construction  by  the  State,  for  the  benefit  of  the 
State,  instead  of  allowing  them  to  pass  into  private  hands. 
That,  however,  was  not  foreseen,  and  yet  our  statesmen  of 
that  period  did  foresee  the  possibility  of  the  franchises  be- 
coming extremely  valuable,  and  insisted  first  in  the  original 
charters  upon  a  limitation  of  ten  per  cent,  profit,  and,  sec- 
ondly, upon  the  purchase  by  the  State  upon  the  basis  of 
twenty  years'  earnings  of  the  maximum  dividend,  and  the  re- 
payment of  the  capital  actually  paid. 

These  safeguards  were  dropped  one  after  another  as 
the  railway  became  a  more  and  more  powerful  element 
in  the  State,  and  as  the  character  and  wisdom  of  our 
statesmen  deteriorated  in  exact  proportion  as  the  operations  of 
commerce  and  other  interests  became  enlarged,  and  thus  drew 
ability  from  public  to  private  affairs  ;  so  that  when  we  arrived 
at  the  period  of  redrafting,  under  the  Constitution  of  1846,  a 
General  Eailway  Act,  a  complete  surrender  was  made  to  these 
private  enterprises,  and  all  the  stringent  protective  clauses, 
except  the  oft  cited  ten  per  cent,  provision  and  the  limitation 
of  charge,  on  passenger  traffic,  were  cast  to  the  winds  ;  so 
strong  had  become  the  corporate  powers  within  a  very  brief 
period  after  that,  that  one  after  another  of  the  very  limited 
provisions  still  remaining  which  tied  the  railway  corporations 
to  the  State  were  loosened  and  cast  aside,  and  they  were  left 
practically  free  to  do  as  they  pleased  as  to  freights. 

The  only  analogous  condition  that  the  history  of  any  coun- 
try affords  to  that  which  is  here  presented  is  probably  the 
experience  of  England  with  her  light-house  system. 
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Many  of  the  light-houses  in  England  were  put  up  for  merely 
local  purposes,  except  such  as  were,  erected  by  letters  patent, 
securing  to  their  owners  a  certain  amount  for  each  vessel 
passing  the  light  house,  to  be  levied  upon  the  vessel  after  she 
arrived  in  port,  and  these  private  light-houses  made  in  time 
the  tolls  extremely  burdensome. 

In  1730,  a  statute  was  passed  confirming  a  patent  granted 
by  Queen  Anne  to  Will  iamTrevet  for  erecting  light-houses  upon 
the  island  of  Skerries,  near  Hollyhead,  whereby  the  duties 
granted  for  making  'the  light-houses  were  made  perpetual, 
"  it  being  a  very  great  benefit,"  says  this  statute,  "  to  all  ships 
and  vessels  navigating  the  Irish  or  St.  George's  Channel,  or  the 
sea  between  England  and  Ireland." 

Of  this  grant  Mr.  James  Morrison,  M.  P.  in  1836,  says  that 
this  short  act  which,  when  it  was  passed,  resulted  in  a  net  revenue 
of  about  £200  a  year  to  the  proprietors  thereof,  produced  in 
1836  a  net  revenue  of  £12,500  a  year  over  its  maintenance. 
Thus  legislation,  just  enough  at  the  outset,  which  loses  out  of 
sight  the  increase  of  commerce  in  the  granting  of  trade  privi- 
leges or  monopolies,  makes  the  legislation  which  was  just 
enough  at  the  outset  extremely  burdensome  and  unjust  in  a 
generation  or  two.  Hence  all  these  private  light-houses  have 
been,  in  process  of  time,  bought  up  by  Trinity  House,  the 
Light-house  Board  of  England,  and  have  become  public 
property. 

The  railway,  which  was  profitable  in  1836,  must,  by  the 
growth  of  population  and  commerce  in  1879,  become  of  enor- 
mous value,  and  the  legislation  in  our  State,  which  has  lost 
sight  of  this  increase  of  value,  has  indirectly  brought  about 
the  stock  waterings,  false  construction  accounts,  and  fraud- 
ulent issues  of  bonds,  which  have  so  largely  increased  the 
capital  accounts  of  all  our  railways,  and  yet,  upon  which  the 
community,  by  the  very  increase  of  their  commerce,  is  enabled 
to  pay  interest  and  dividends ;  whereas,  in  fact,  if  such 
capitalization  could  not  have  taken  place  the  charges  of  rail- 
way companies  must  absolutely  have  gone  down  very  largely  as 
their  business  increased,  because  no  community  wonld  have 
tolerated  the  distribution  of  20,  30,  i0  and  even  50  per  cent, 
dividends  upon  cost,  as  perpetual  earnings  on  their  highways. 

The  suggestion  that  the  business  of  a  railroad  company  is, 
under  our  general  laws,  open  to  competition,  and  that  another 
railway  may  be  built  for  the.  purpose  of  diminishing  the  in- 
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come  of  the  one  that  pays  so  largely,  is  best  answered  in  that 
same  speech  in  Parliament  of  Mr.  Morrison  to  which  I  have 
already  referred,  in  which  he,  as  long  ago  as  1836,  in  relation 
to  the  monopoly  power  exercised  by  the  London  <fe  North- 
western Eailway,  from  London  to  Liverpool,  says  : 

"  We  have  already  seen  that  five  or  six  millions  sterling  will 
be  required  for  the  construction  of  a  railway  from  London  to 
Liverpool.  Now,  suppose  that  the  undertaking  should  at 
some  future  time  [as  since]  become  an  exceedingly  profitable 
one,  that  the  charges  are  not  sufficiently  reduced,  and  that  in 
consequence  it  is  resolved  to  construct  a  rival  line  of  road. 
This  rival  line  will  probably  require  an  additional  outlay  oj 
something  like  five  or  six  millions  for  its  construction ;  in 
other  words,  in  order  to,  reduce  the  rates  on  the  first,  it  will 
be  necesssary  to  lay  out  other  five  or  six  millions  in  making  a 
second. 

"  And  yet  the  first  could,  from  the  nature  of  a  railroad,  do 
the  whole  business. 

"  Ought  not  the  possibility  of  so  egregious  a  waste  of  the 
money  of  the  community  to  have  been  provided  against  ?  And 
this  might  have  been  done  without  any  difficulty  whatever. 
All  that  can  be  gained  by  the  second  road  might  have  been  as 
effectually  accomplished  by  the  Legislature,  had  they  reserved 
a  power  to  revise  the  rates  or  tolls  chargeable  on  the  first,  so 
that  under  the  circumstances  supposed,  a  capital  of  five  or 
six  millions  will  have  to  be  sacrificed  to  repair  a  legislative 
oversight." 

In  illustration  of  this  point  he  proceeds  to  say  that  had  a 
railway  been  established  between  London  and  Manchester  in 
1770,  and  rates  of  charges  fixed  that  would  have  yielded  a 
moderate  profit  at  the  time,  it  would  be  difficult  to  say  what, 
profit  they  would  now  (1836)  have  yielded,  but  it  must  have 
been  quite  enormous. 

"  The  cotton  trade  wa3  at  that  time--1770 — almost  unknown. 
So  low  was  the  estimation  in  which  it  was  held  that  in  Adam 
Smith's  "  Wealth  of  Nations  "  it  was  not  even  so  much  as  re- 
ferred to.  Since  that  time  it  has  grown  up  to  be  worth  thirty- 
five  millions." 

Of  course,  since  1836,  this  industry  has  increased  more  than 
.  ten-fold  what  it  was  then.     And  even  then  Mr.  Morrison  saw 
that  the  limitation  of  the  dividend  was   no  safeguard.     He 
says : 

"  The  limitation  of  the  dividend  is  a  practice  found  to  be 
as  ineffectual  as  the  fixing  a  maximum  on  the  rate  of  charge. 
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The  public  has  no  check  on  the  system  of  management,  nor  can  it 
explore  the  thousand  channels  in  which  profits  may  be 
distributed  under  other  names  among  the  subscribers,  nor 
has  it  any  means  of  preventing  the  wanton  and  extravagant 
outlay  of  money  on  the  works,  etc.  To  make  the  provisions  for 
limiting  the  dividends  good  for  anything,  it  would  be  necessary 
that  all  the  proceedings  of  a  company  so  -limited  should  be 
controlled  by  Commissioners  appointed  by  the  Government. 
But  I  am  aware  that  the  objections  to  this  are  so  numerous 
and  obvious  that  I  do  not  press  this  part  of  my  resolution  on 
the  House." 

And  the  resolution  that  he  then  desired  the  House  to  adopt 
was  that  in  all  bills  for  railway  or  other  public  works  of  that 
description,  it  be  made  a  condition  with  the  view  to  the 
protection  of  the  public  interests,  which  might  otherwise  be 
seriously  compromised,  that  the  dividends  be  limited  to  a 
certain  rate,  or  that  power  be  reserved  to  Parliament  of  re- 
vising and  fixing  at  the  end  of  every  twenty  years  the  tolls 
chargeable  on  passengers  and  goods  conveyed. 

And  in  support  of  this  resolution  he  drew  the  attention  of  the 
House  to  the  Boston  &  Providence  Railway  charter,  wherein, 
by  the  act  of  the  Legislature,  the  dividend  was  limited  to  10 
per  cent. ;  that  at  the  expiration  of  20  years  the  State  may 
take  the  property,  paying  the  stockholders  at  par,  and  making 
up  the  dividends  to  10  per  cent,  for  the  whole  twenty  years, 
if  the  revenue  should  have  fallen  short  of  the  amount. 

The  words  which  Mr.  Morrison  uttered  in  1836  in  Parlia- 
ment are  as  fully  true  to-day ;  and  we  are  confronted  now  with 
evidence  overwhelming  and  conclusive  in  character  that  the 
limitation  of  ten  per  cent,  in  our  own  general  railway  act  is 
utterly  valueless,  and  has  been  grossly  and  flagrantly  violated 
in  every  particular. 

It  is  easy  enough  to  frame  legislation  to  prevent  the  recur- 
rence of  such  evils  in  the  future  ;  and  it  will,  doubtless,  have  a 
considerable  amountaof  efficacy.  But  still  the  question  pre- 
sents itself,  and  it  is  a  momentous  one,  shall  the  commerce  of 
this  State  be  forever  taxed  to  pay  dividends  on  watered  stock, 
and  interest  upon  fraudulent  issues  of  bonds,  and  dividends 
on  fraudulent  issues  of  stocks ;  because,  upon  the  instant  that 
the  Erie  Railway  property  pays  dividends  upon  its  common 
stock,  the  whole  of  the  extravagance,  malversation  and  frauds  to 
which  it  has  been  subjected  is,  in  crystalized  and  concrete  form, 
rolled  from  the  shoulders  of  those  who  have  been  guilty  of  the 
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frauds — of  those  who'have  connived  at  the  frauds — of  those 
whose  supineness  and  negligence  permitted  these  frauds  to  be 
committed — upon  the  shoulders  of  the  people  of  the  State  of 
New  York. 

If  my  view  of  the  situation  is  correct,  that  the  people  are  the 
ones  who  have  been  injured  by  all  these  waterings,  the 
possible  remedy  suggests  itself  for  the  malversations  and  in- 
flations of  the  past.  The  releases  which  passed  between  the 
successive  administrations  by  which  they  whitewashed  each 
other  should  go  for  naught.  The  Attorney  General,  on  behalf 
of  the  people  of  the  State,  has  a  right  of  action  against  which 
no  pleas  of  'estoppels,  no  statute  of  limitations,  and  no  laches 
in  bringing  the  action,  can  be  of  any  avail. 

National  and  State  Legislation. 

We  might  as  well  right  here  concede  that  a  complete  remedy 
cannot  be  found  in  State  legislation  alone,  but  that  is  no  reason 
why  the  State  should  fail  to  perform  its  duty  so  far  as  it  can. 
It  is  true,  as  Mr.  Depew  has  asserted,  that  our  commerce  has 
outgrown  our  State  territorial  divisions,  and  that  this  subject 
must  find  its  ultimate  and  final  solution  in  national  legislation; 
but  I  fear  it  is  a  long  road  to  proper  national  legislation,  and  I 
strongly  suspect  that  the  suggestion  for  national  legislation 
does  not  come  in  perfect  good  faith  from  the  railway  corpora- 
tions, because  last  year,  when  the  National  Congress  proposed 
to  take  up  the  subject  through  the  instrumentality  of  the 
Keagan  bill,  the  railways  of  this  State  argued  against  it,  fought 
it,  and  protested  against  its  enactment,  and  succeeded  iri  the 
end  in  defeating  it.  I  also  desire  to  draw  the  attention  of  my 
learned  friends  on  the  other  side,  and  of  this  Committee,  to 
the  fact  that  the  Democratic  party  is  a  factor  in  American 
politics,  which  cannot  safely  be  ignored,  and  when  you  speak 
of  legislation  as  an  attainable  object  we  must  take  into 
consideration  the  attitude  of  that  party  towards  the  legislation 
that  is  to  be  sought.  Two  of  the  ablest  members  of  the 
Democratic  House  of  last  year,  and  representing  more 
largely  the  commercial  interests  of  the  State  of  New  York 
•than  any  other  members  of  the  House,  Abraham  S.  Hewitt 
and  Clarkson  N.  Potter,  of  this  City,  both  delivered  speeches 
vehemently  protesting  in  the  name  of  State  rights  against 
the  interference  by  the  National  Government  with  the  railway 
corporations  chartered  by  the   several   States.     And  I  appre- 
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hend  it  will  be  only  after  it  will  have  been  shown  that  State 
legislation  is  not  wholly  adequate  to  deal  with  this  important 
problem  that  the  Democratic  party  will  be  educated  up  to 
the  necessity  of  modifying  its  views  upon  State  rights  by 
the  recognition  of  the  principle  so  aptly  stated  by  Mr. 
Depew,  that  our  commercial  routes  had  outgrown  the  bounds 
by  which  originally  they  were  limited  by  State  lines,  and 
that   legislation   must   recognize  that  fact. 

A  large  branch,  however,  of  the  subject  must  necessarily 
always  remain  within  the  scope  of  State  Legislatures  only.  No 
Congressional  legislation  could  rightly  interfere  with  the  New 
York  Central  Railway's  charge  between  New  York  and  Albany, 
Utica  and  Syracuse,  Schenectady  and  Buffalo,  .for  the  car- 
riage of  freight,  or  the  carrying  of  freight  from  any  other  one 
local  point  to  another  along  any  part  of  its  line  within  the 
State  of  New  York.  And,  therefore,  to  protect  our  citizens 
from  unjust  discriminations  in  that  particular  and  between 
those  points,  the  State  government  will  necessarily  be  com- 
pelled to  interfere  and  to  exercise  power  over  the  railways 
chartered  by  them. 

And  there  is  nothing  uecessarily  incongruous  in  simul- 
taneous legislation,  or  concurrent  legislation,  of  the  States 
and  Congress.  Congress  may  regulate  the  inter-State 
traffic,  it  may  appoint  a  Board  of  Commissioners  for  the 
purpose  of  seeing  to  it  that  this  traffic  be  not  accompanied  by 
unjust  discriminations  either  as  to  localities  or  individuals  as 
between  the  States  precisely  as  the  States  have  it  within  their 
power,  and  it  is  their  function,  to  appoint  Commissioners  to  see 
to  it  that  justice  is  done  by  the  carrier  to  the  citizen 
within  the  limits  of  the  State. 

The  bugaboo  against  all  demand  for  State  legislation  is 
that  you  thus  tie  the  hands  of  all  its  railways,  and  such  legis- 
lation maj'  result  in  preventing  our  own  corporations  from 
competing  for  the  through  traffic,  and  that  this  driving  of  our 
railways  out  of  the  race  of  competition  for  the  through  traffic 
will  in  turn  enhance  the  price  at  which  the  local  traffic  must 
be  done  for  the  purpose  of  enabling  the  railway  to'  earn  in- 
terest upon  its  bonds  and  dividend  upon  its  stock.  And  it 
is  claimed  that  thus  a  series  of  causes  will  set  in  motion  by 
such  unwise  legislation,  which  in  the  end  must  undermine 
and  destroy  New  York's  supremacy  and  commercial  import- 
ance. 
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What  rubbish  this  is!  Has  the  hard  and  fast  limitation 
fixed  by  the  State  of  New  York  on  passenger  traffic  of  two  and 
three  cents  a  mile,  which  makes  the  New  York  roads  the  cheap- 
est carriers  of  passengers  in  the  United  States,  prevented  them 
from  carrying  through  passengers  to  Chicago  or  Cincinnati  or 
driven  them  out  of  the  through  passenger  traffic  to  Montreal. 

Another  objection  they  interpose  against  legislation  is  that 
a  cast-iron  tariff  imbedded  in  the  law  will  not  work.  It  is 
easy  to  set  up  a  supposed  objectionable  law  with  a  view 
of  rolling  it  down,  and  it  is  unquestionably  true  that  any 
foolish  legislation  will  necessarily  result  in  much  mischief 
to  the  railway  enterprises  of  the  State  and  to  the  citizens  of 
the  State  ;  but  no  one  whom  I  have  heard  speak  upon  this 
subject  with  any  degree  of  authority  or  sense  has  ever  suggested 
or  dreamed  of  a  hard  and  fast  tariff  such  as  was  made  for  the 
railways  of  Illinois,Wisconsin  and  Iowa  by  the  Potter  and  kindred 
laws,  nor  a  maximum  tariff  nor  aught  else,  except  engrafting  upon 
our  law  the  principle  of  equal  treatment  to  all  under  like  cir- 
cumstances, and  charging  the  smaller  shipper"  only  so  much 
more  as  it  costs  more  to  handle  and  haul  his  goods,  and  an  end  to 
the  protective  policy,  if  such  it  may  be  called,  of  the  railways 
to  specially  favor  rich  and  powerful  individual  shippers  or 
localities  against  small  shippers  and  smaller  'centres  to 
such  a  degree  as  to  make  it  impossible  for  the  small  mer- 
chant to  become  a  great  merchant  or  the  small  locality 
from  becoming  a  great  one.  And  what  harm,  I  pray,  can 
flow  from  the  raising  of  a  body  of  expeits  representing 
the  public  interests,  who  shall  stand  between  the  railway 
and  the  public,  to  whom  there  shall  be  ready  access,  and 
before  whom  the  grievances  of  the  community  may  be  ven- 
tilated and  to  some  degree  redressed.  Tbere  is  such  a  pre- 
ponderance of  power  in  the  railway  interest  itself  as  against, 
any  ordinary  litigant,  that  it  is  necessary  in  this  particular 
instance  in  this  country,  as  it  has  been  in  England,  to  raise  a 
special  tribunal  competent  to  deal  with  these  questions. 

At  this  point  an  answer  should  be  made  to  the  question, 
why  raise  a  commission  ?  If  the  law  provides  for  publicity  of 
rates,  for  absolute  equality  for  like  shipments,  compels  the 
rendering  of  fuller  information  to  the  State  Engineer,  amends 
the  proxy  system,  stops  watering  of  capital  account,  and  for- 
bids the  carriage  at  higher  rates  for  points  within  the  State  as 
compared  with  the  charge  for  the  carriage  from  beyond  the 
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State,  of  what  additional  avail  is  the  commission?  My 
answer  is  that  the  position  of  the  individual  citizen  as  against 
a  great  corporation  like  the  New  York  Central  is  so  disparate, 
that  you  must  raise  for  the  enforcement  of  your  law  a  special 
tribunal,  if  it  is  to  be  other  than  a  dead  letter.  The  expense 
of  a  litigation  in  a  common  law  tribunal  with  the  interminable 
appeals  attending  it,  and  perhaps  necessarily  attending  the  ordi- 
nary administration  of  justice,  deters  an  individual  litigant  from 
seeking  redress  for  the  wrongs  he  has  suffered.  Whereas  the 
mere  existence  of  a  body  of  Commissioners  having  the  power 
to  investigate  evils  and  concentrating  public  opinion  for  their 
cure,  is,  without  any  reform  legislation,  a  greater  deterrent 
from  evil  doing  than  is  our  reformatory  legislation — however 
carefully  worded  and  stringent  its  provisions  may  be — without 
a  commission. 

The  Commission  is  the  State  in  perpetual  session,  watching 
with  jealous  care  that  its  artificial,  I  was  almost  tempted  to  say 
unnatural  children,  shall  not  bring  harm  to  its  natural  children 
— the  flesh  and  blood  and  bone  and  sinew  citizens — of  our 
commonwealth. 

Conclusion. 

We  have  now  arrived  at  the  conclusion  of  a  most  important 
work.  Whether  the  results  of  our  labors  will  be  legislation 
this  coming  winter  iu  a  proper  direction  and  upon  a  new  basis, 
or  the  fruit  must  be  waited  for  until  a  more  thorough  under- 
standing of  the  importance  and  character  of  the  testi- 
mony which  has  been  taken  by  this  Committee  has  percolated 
through  the  community,  is  a  matter  which  I  do  not  undertake 
to  predict.  In  any  event,  fruit  it  will  bear  and  that  of  the  most 
wholesome  character.  Of  benefit  it  will  be,  not  only  to  the  com- 
munity of  which  we  all  form  a  part,  but  to  the  railway  system 
of  our  State,  which  will  sooner  or  later  through  the  instrumen- 
tality of  our  work  be  protected  hereafter  from  secrecy  of  man- 
agement, from  capture  by  raiding  parties ;  their  treasuries 
will  no  longer  be  regarded  as  the  spoils  of  war,  because  the 
government  will  in  time  so  environ  the  treasury  of  a  railway 
compmy  with  safeguards,  that  no  filibustering  parties  will  be 
organized  for  its  capture.  They  will  gain  uniformity  in  rates 
.and  no  longer  have  a  goodly  proportion  of  their  levenues  de- 
pend upon  the  honesty  of  traffic  managers ;  they  will  gain  in 
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•certainty  of  traffic,  and  that  too,  by  the  greater  prosperity  of 
the  community  which  they  serve. 

It  will  be  of  benefit  to  them  if,  through  the  instrumentality 
of  a  proper  tribunal,  relieving  the  Legislative  Railway  Com- 
mittees of  both  branches  of  the  Legislature  from  considering, 
many  questions  now  brought  before  them,  the  railway  companies 
will  be.  remitted  to  their  function,  and  need  no  longer  occupy 
themselves  with  the  government  of  our  State,  spend  no  money 
on  elections,  and  care  but  little  who  prevail.  A  proper  tri- 
bunal will  stand  between  them  and  the  exercise  of  arbitrary 
power  on  the  part  of  the  representatives  of  the  people.  They 
will,  therefore,  be  protected  from  strikers  and  legislation  in- 
vented by  the  so-called  black-horse  cavalry  of  our  legislative 
chambers  with  the  view  of  extorting  money  from  our  railway 
interests.  The  community,  on  the  other  hand,  will  be  largely 
protected  from  the  evils  we  have  enumerated,  and  others  which 
may  still  be  "in  store  for  them,  unless  such  legislation  is  had. 

And  the  work  of  this  Committee  embraced  in  these  four  vol- 
umes of  testimony,  will  not  only  be  a  source  of  fruitful  infor- 
mation to  the  people  of  this  State,  but  to  the  people  of  other 
States,  and  even  other  countries.  We  may  be  pleased  for 
many  years  to  see  the  seed  we  have  sown  spring  up  into  flower 
and  into  fruit,  and  •  recognize  that  we  have  had  a  hand  in 
producing  beneficial  results  to  our  fellow-men. 

I  cannot  close  my  remarks  without  paying  a  tribute  to  the 
uniform  courtesy  of  this  Committee  and  its  Chairman,  to  the 
fairness  with  which  the  investigation  has  been  conducted,  and 
to  express  my  admiration  for  the  courage  which  they  exhibited 
as  public  men  to  confront  and  mike  amenable  to  the  pro- 
cesses of  this  Committee  powers  that  make  and  unmake  public 
careers  in  this  State.  Indeed,  this  has  been  the  most  hopeful 
sign  in  politics  in  my  day  and  generation.  Likewise  let  me 
bear  witness  to  the  painstaking  interest  which  this  Committee 
has  exhibited  in  the  very  important  problems  with  which 
it  has  been  called  upon  to  deal. 

I  tliink  it  is  but  proper  to  3ay  that  much  of  what  I  have 
been  enabled  to  perform  was  necessarily  clue  to  the  conscien- 
tious and  intelligent  efforts  of  Mr.  Fo.\ler  and  Mr.  Meyer,  my 
associates. 

This  is  my  only  fitting  opportunity  to  repel  the  insinuations 
which,  during  the  course  of. this  investigation  have  so  lre- 
quently  dropped  from  the  gentleman  who  managed  the  Erie 
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Railway  case,  that  Mr.  Fowler  served  a  private  client  in  aiding 
me.  Not  only  do  I  not  believe  that  there  is  a  single  word  of 
truth  in  the  suggestion,  but  from  the  nature  of  circumstances 
it  could  not  be  true.  I  asked  Mr.  Fowler  to  help  me,  because 
I  discovered  in  him  not  only  an  intimate  acquaintanceship 
with  some  of  the  financial  affairs  of  the  Erie  Railway,  but  an 
honest  and  sincere  desire  to  allow  me  for  public  ends,  the  use 
of  whatever  information  I  found  necessary,  and  without  the 
slightest  suggestion  from  him  at  any  time  as  to  what  course  I 
should  pursue,  and  what  part  of  the  information  I  should  use. 
To  me  it  was  quite  nat.urally  a  matter  of  indifference  what  pri- 
vate interest  might  be  served  or  injured  by  the  taking  of  tes- 
timony ;  the  only  question  in  my  mind  in  its  submission  was 
the  one  of  public  utility. 

As  to  my  adversaries,  the  gentlemen  who  represented,  during 
this  protracted  and  at  times  heated  controversy,  the  railways,  I 
can  readily  understand,  and  am  therefore  willing  to  forgive,  the 
mental  condition  that  characterized  them  during  the  progress 
of  this  investigation. 

My  old  friend,  Judge  Shipman,  started  upon  this  inquiry 
fully  impressed  with  the  conviction  that  notwithstanding  what 
the  Legislature  said,  and  what  the  Chamber  of  Commerce  said 
in  its  memorial,  that  the  scope  of  this  inquiry  was  limited  to  the 
freight  offices  of  the  railways,  and  that  manipulations  of 
stocks  and  of  bonds,  the  cooking  of  accounts — a  branch  of  the 
culinary  art  in  which  the  Brie  excels — was  beyond  the  province 
of  this  Committee's  enquiries.  And  I  do  not  believe  that  during 
the  whole  of  this  investigation  he  was  able  to  overcome  a  feeling 
of  annoyance  that  the  scope  of  the  Committee's  enquiries 
has  caused  him,  and  which  he  insisted  upon  visiting 
upon  my  unoffending  head.  Mr.  Depew  had  promised  to  this 
Committee  that  I  wouldj  be  found  a  doctrinaire  with  no 
practical  notions  in  ray  head,  and  he  oft  times  confessed  to  me, 
since  the  opening  of  these  proceedings,  that  I  had  most  sur- 
prisingly disappointed  him.  And  withal,  there  must  have  been, 
during  the  whole  of  this  investigation,  a  little  chagrin  common 
to  all  of  the  gentlemen  who  represented  the  railway  interest, 
arising  from  the  consciousness  that  the  railway  Presidents 
whom  they  represented  had  so  unconscionably  and  so  unwisely 
put  themselves  upon  paper,  in  their  "  Joint  Letter,"  denying 
seriatim  every  charge  made  by  my  clients,  the  Chamber  of 
Commerce  and  Board  of  Trade  and  Transportation,  which, 
seriatim,  were  being  so  overwhelmingly  proved. 
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1873  to  1875,  over '. 2770-2785   x 

Pool  contract,  why  abandoned  by 3446 

Eebates  on,  to  Albany,  paid   by  (A.  T.) 167 

Sinking  of,  wells  on  line  of  1706 

Standard  Oil  Co.,  Atlantic  &  Great ,  Western 

and,  contract  between 3398 

Standard  Oil  Co.'s,  why  delivered  at  Hunter's 

Point  by 3406 

Traffic  of,  in  October,  1872 3393 

Wells  sunk  on  Bradford  Branch  of 3482 
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Ekie  Eailway  Co,— 

.  Passenger  business  of,  revenue  derived  from 3381 

Fareson....,    ..      3529 

Traffic,  local,  business  of,  from  1876  to  1878  . .     3377 

Traffic  of. 3375 

Pennsylvania,  no  report  made  to  State  of,  for  1877, 

by...... 838,1050 

People  vs.,  amended  complaint  in  action  of,  atten- 
tion of  committee  called  to , 1051 

At  whose  instigation  brought 2473 

Complaint  in  action  of,  attention  of  committee 

called  to 1050 

Population  of  Counties  along  line  of 2877 

Presidency  of,  when  assumed  by  Jewett,  Hugh  J . .     1373, 

1434 

Property  of,  in  hands  of  Eeceiver  of 1409-1411 

Proxies  controlling  election  of  Jewett,  Hugh  J.,  as 

President  of,  by  whoin  held 1375 

Purchased  by  McHenry,  James,  charged  to. . .     1446 

Purchasing  Committee,  accounts  of 1421 

Names  of 1432 

Bamsdell,  Homer,  contracts  of,  with 1525,  1551 

Bates,  freight,  on,  what  changes  made  in  2822 

Local  reduction  of,  on 3345 

Net,  Standard  Oil  Co.,  paid  by,  to   3461 

Special,  Manning,,  John  B.,  to,  by 2129 

Special,  why  made  by 3819 

"Way  stations,  to,  on,  pro-rated  to  New  York . .     2095 
Bebates,  Standard  Oil  Co.,  to,  agreement  for  pay- 
ing by  ',.     1513 

Standard  Oil  Co.,  why  paid  to,  by 3468 

Beceiver  of,  in  what  action  appointed 951 

Order    appointing,    attention    of    Committee 

called  to 1051 

Property  of  N.  Y.,  L.  E.  &  W.  E.  P.,  in  posses- 
sion of , 858 

Salary  of,  statement  concerning . . .   1545-1549,  1553- 

1555 

Testimony  of 1349, 1384,  1402,  1495 

Under  what  circumstances  appointed. . . .   1534-1538 
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Eeie  Eailway  Co.— 

Receivership  of,  why  did  not  end  with  organization 

of  N.  Y.,  L.  E.  &  W.E.E :. 1360 

Keclamation   account,  Gould,  Jay,  losses  of,  from 

transactions  with,  written  off  to 1833 

Reconstruction  scheme  of,  received  in  evidence . . .       918 

Reconstruction  Trustees,  accounts  of 1421, 1423 

Assessment  fund,  disposition  of  ...     1423 

Expenses  of 1430 

Registration  of  stock  of 1497 

Reports  of,  to  State  Engineer,  how  made  up  by . . .     1378 
To  State  Engineer,  misleading. . .  830-848,  904,  979, 

1027 
To    State    of    Pennsylvania,   explanation    of 

Jewett,  Hugh  J.,  concerning 1549 

Road-bed  of,  cost  of 852 

Salary  of  President  of,  and  how  paid ....  863, 1545-1549, 

1553-1555 

Receiver  of 863,  1545  -1549,  1553-1555 

Second   Consolidated  Mortgage  bonds  of,   undis- 
posed of,  used  as  collaterals  for  loans  to 944,  973 

Second  Consolidated  Mortgage  of,  proceeds  of,  how 

applied 1385,  1411 

Second  Convertible  Bonds  of,  when  issued 1407 

Second  Mortgage  Bonds  of,  dividends  declared  out 

of  proceeds  of 1400 

Securities  of,  available  for  collaterals 945 

List  of 951 

Value  and  disposition  of 951-953 

Settlement  of  suit  of,  against  Cornelius   Vander- 

bilt 1424-1428, 1652 

Shearman,  Wm.  Pitt,  letter  of  Hugh  J.  Jewett,  Re- 
ceiver of ,  to 966 

Resignation  of,  as  assistant  to  Receiver  of 969 

Sickles,  Dan'l  E.,  advances  to,  by  Bischoffsheim  & 

Goldschmidt,  to  effect  resignation  of  Directors  of    1496 
Sleeping  and  drawing  room  cars  on ..... .  1552, 3375,  3382 

Rates  of ' 3510-3525 

Sleeping  Coach  Co.,  Erie  &  Atlantic,  contract  of, 
with 3383 
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Erie  Eailway  Co. — 


Special  contract,  Manning  John  B.  of,  with 2129 

Eates  on  Del.  &  Hudson  Canal  Co.,  named  by. 

(A.  T.) 56 

Eates  on,  given  without  application 1479 

Eates,  why  made  by 2819 

Spencer,  James  O,  Eefereo  to  examine  accounts  of 

Eeceiver  of 1527 

Standard  Oil  Co.,  Atlantic  &  Great  Western  E.  E. 

Co.  and,  contract.between 3398 

Contract  between,  and  why  made . ,  1471 

Mileage  paid  to,  by , 1520 

Net  rates  paid  by,  to 3461 

Oil  carried  by,  at  risk  of 1500,  1503 

Oil  for,  why  delivered  at  Hunters  Point,  L.  I., 

by 3406 

Other  oil  shippers,  difference  made  by,  between 

and 1471 

*      Eebates,  agreement  for  paying  to 1513 

Eebate  given  to,  equivalent  to  transportation 

(    from  wells  to  Cleveland  and  back 1475 

Eebates  to,  on  oil  of  other  shippers 1514 

Eebates,  why  paid  to,  by 3468 

Eelations  of,  with 3391 

Special  rebate,  why  paid  to,  by 3469 

Tank  cars  of,  on 3485 

Transportation  facilities  of,  employed  by 1472 

Weehawken  docks,  why  leased  to,  by 3404 

State  Engineer,  what  debts  of,  not  reported  to 1804 

Station  agents  on,  circular  issued  to 2818,  2830 

Stein,  Augustus,  efforts  of,  to  unearth  transactions 

of  Jay  Gould  with 1458 

Stock  of,  issued  by  Jay  Gould  and  James  Fisk,  Jr. 

1383, 1392,  1394,  1395 

Eegistration  of 1497 

Transfer  certificates  of,  used  as  certificates  of 

■  new  stock ' 2715 

Watering  of 1383,  1392,  1394, 1395,  1403 

Watering  of,  during  Gould  administration  of. .  2453 
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Eeie  Eailway  Co. — 

Stock  yards  of 3298 

Eental  paid  by  J.  R.  McPhersou  for 1461 

Yardage,  arrangement  for  pooling 1725 

Supplies,  how  furnished  on 1632 

Suspension  Bridge  Co 2468 

"  Table  C,"   statement  of  President  of,  to  share- 
holders, dated  May  13, 1875,  received  in  evidence.  1386 

Telegraphing  on,  general  terms  of  contract  for 1631 

Ten  cent  rate  from  Chicago  not  profitable  en 1087 

Terms  of  sale  of 1398 

Third  rail,  use  of,  on 1519 

Trackage  of,  increase  of,  from  1867  to  1875    2455 

Track,  to  what  extent,  occupied  on 2956 

Transactions  of,  represented  by  cost  price  of  N.  Y., 

L.  E.  &  W.  E.  E 1397 

Transportation,  increased  cost  of,  local  as  compared 

with  through 2917 

Union  Dry  Dock  Co.,  stock  of,  owned  by 2217 

Union  Steamboat  Co.,  contract  of,  with 2227,  2251 

Ensign,  Charles,  contract  with 3340 

General  Manager  of,  testimony  of. .   2224,  2246,  2251 

Relations   between 3336 

Stock  of,  owned  by   1833,  2211 

United  States  Express   Co.,  amount  of  stock  of, 

held  by 953 

delations   of,    with 2972,  3357 

Unpaid  interest  of,  added  to  bonded  indebtedness 

of  N.  Y.,  L.  E.  &  W.  E.  E 1367,  1370 

Value  of  property  of 851 

Vanderbilt,  Wm.  H.,  legislative  expenses  for  1868 

paid  by,  to 1654 

Vs.  Vanderbilt,  Cornelius,  settlement  of,  considera- 
tion given    for 1652 

Volume,  influence  of,  in  fixing  rates  on 1481 

Watered  stock  of,  during  Gould  administration.  2453 
Watkin,  Sir  Edward  W.,  relation  of,  to  Eeconstruc- 

tion  Trustees  of 1430 

Weehawken  docks,  earnings  of. 2644 

How.  lessee  reimbursed  himself  for  rent  of . . . .  2678 
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Ebie  Eailway.  Co. — 

Weehawlcen  Docks — 

Standard  Oil  Co.,  lease  of  to,  why  made  by . .     3404 

To  whom  leased  by 1502, 1564 

When  leased  to  Bostwiek,  Jabez  A 2676 

(See  also  N.  Y.,  L.  E.  &  W.  R.  R.  Co.) 
European  Cities,  rates  from,  compared  with  rates  from 

New  York  City : 602 

Freight  consigned  to  Western  points 586 

Traffic,  rates  from  Chicago  to  Liverpool , .       330 

Europe,  Competition  in  America  greater  than  in 603 

Eailway  system  of 604 

Evenees  of  Cattle,  amount  paid  to. . . .   415,  825,  924,  1583, 

3328 
Cars,  number  of,  shipped  by,  on  N.  T.,  L.  E.  &  W. 

E.  K.,  in  1878 931 

Origin  and  effect  of 3315 

Statement  of '2427 

System   of 397 

Evils,  competition,  of 499,  519 

East  freight  lines,  of 519 

Proxy  system,  of 1447,  2520-2555 

Exchange,  Kings  County  Mile 478 

Executive  Committee,  Joint,  railroads  forming 482 

Eate  making  power  of 575 

Eelative  positions  of  seaboard  cities  considered  by      575 
Exhibits,  Albany,  received  in  evidence  at,  printed  (A. 

T.) 149-168 

Where  introduced — 

N.  Y.  C,  A,  B 124 

N.  Y.  C,  C,  D,  E,  F,  G 125 

N.  Y.  C,  H,  I,  J,  K,  L 126 

N.  Y.  C,  M,  N,  O,  P,  Q 127 

1,  June  13,  1879 150 

2,  June  13,  1879 157 

3,  June  13,  1879 157 

4,  June  13,  1879 157 

5,  June  13, 1879 157 

6,  June  13,  1879 175 

7,  June  13, 1879 : 175 
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Exhibits— 

Where  introduced — 

1,  June  16,.  1879 247 

2,  June  16,  1879 , 247 

3,  June  16,  1879 259 

4,  June.  16, 1879 262 

1,  June.i7,  1879. 343 

2,  June  17, 1879 343 

3,  June  17, 1879. 343 

4,  June  17,  1879 , 343 

5,  June  17,  1879 344 

6,  June  17,  1879 349 

7,  June  17,  1879 ., 350 

8,  9,  10,  11,  12,  13,  14,  15  and  16,  June  17, 1879 ....  369 

]  and  2,  June  18,  1879..... . 396 

6  and  7,  June  18,  1879 430 

8,  June  18, 1879 430 

9  and  10,  June  18,  1879 431 

11  and  ]2,  June  18,  1879 431 

1,  June  19,  1879 436 

2,  June  19,  1879 437 

1,  June  20,  1879 483 

2,  June  20,  1879 485 

3,  June  20,  1879 509 

4,  June  20,  1879 510 

5,  June '^0,  1879 544 

6,  June  20,  1879 544 

7,  June  20, 1879 540 

1,  June  21,  1879 590 

3,  June  21, 1879 621 

4,  June  21,  lb79 621 

5,  June  21, 1879 636 

6,  June  21, 1879 636 

7,  June  21, 1879 636 

8,  June  21, 1879 637 

9,  June  21, 1879. 637 

10,  June  21, 1879 637 

11,  June  21, 1879 637 

12,  June  21, 1879 637 

13,  June  21, 1879 637 

7 
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Where  introduced — 

1,  June  -24, 1879 787 

1,  July    9,  1879 829 

2,  July    9,  1879 829 

3,  July    9,  1879 840 

1,  July  10,  1879 867 

2,  July  10,  1879 867 

3,  July  10,  1879 886 

4,  July  10,  1879 918 

1  to  7  for  identification,  July  10, 1879 870, 871 

9,  for  identification,  July  10, 1879 893 

1,  July  11,  1879 923 

2,  July  11,  1879 923 

3,  July  11,  1879. 923 

4,  July  11,  1879 924 

5,  July  11,  1897 924 

6,  July  11,  1879 924 

7,  July  11,  1879 925 

8,  July  11,  1879 925 

9,  July  11,  1879 926 

10,  July  11,  1879 926 

11,  July  11,  1879 927 

12,  July  11,  1879 929 

13,  July  11,  1879 932 

14,  July  11,  1879 933 

1,  for  identification,  July  12,  1879 959 

2,  for  identification,  July  12,  1S79 960 

3,  July  12,  1879 974 

1,  July  14,  1879 999 

1,  July  15,  1879 1050 

1,  August  20, 1879 1205 

2,August20,1879 ■. 1205 

3,  August  20,- 1879 1205 

4,  August  20,' 1879 1206 

5,  August  20, 1879 1296 

6,  for  identification,  August  20, 1879 1206 

7,  for  identification,  August  20,  1879 1206 

8,  for- identification,  August  20,  1870 1206 

9,  -for- identification-,  August  -20,  1879 1206 
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Exhibits — 

Where  introduced— 

10,  for  identification,  August  20,  1879 1230 

11,  for  identification,  August  20,  1879 1230 

12,  for  identification,  August  20,  1879 1232 

1,  August.  21, 1879. 1277 

2,  August  21, 1879 1278 

3,  August  21, 1879 1280 

1,  August  23, 1879 1386 

2,  August  23, 1879 1402 

3,  August  23, 1879 1384 

4,  August  23, 1879  1384 

5,  August  23, 1879 1384 

6,  August  23,  1879  '. 1384 

7,  August  23, 1879 1384 

8,  August  23, 1879 1384 

9,  August  23, 1879 1422 

1,  for  identification,  August  25,  1879 1440 

1,  August  26, 1879........ 1514 

2,  August  26, 1879 1524 

1,  August  27, 1879 1564 

1,  August  29, 1879 1688 

2,  August  -29, 1879 1689 

3,  August  29, 1879 1690 

4,  August  29, 1879 1696 

1,  August  30, 1879 1760 

1  to  12,  September  1, 1879 1784 

13,  September    1,  1879 1794 

14,  September    1,  1879 1796 

15,September    1,1879 1811 

16,  September    1, 1879 1821 

1,  September    2,  1879 1826 

2,  September    2,  1879 1826 

3,  September    2,  1879 1826 

4,  September    2, 1879 1826 

5,  September    2, 1879 1827 

6,  September  .  2,  1879 1827 

7,  September    2,1879 1827 

8,  September    2, 1879 1835 

1,  September  10, 1879  (A.  T.) 55 
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EXHIBITS- 


Wher 
2, 
1, 
2, 
1 
3, 

5, 
6, 
1, 
2, 
o, 
4, 

1, 

2, 
3, 
4, 
1, 
2, 
3, 
4, 
5, 
1. 
2, 

1, 
1, 

1, 
% 
3, 
4, 
5, 
6, 
1, 
2, 
3, 
1, 
1, 
1, 

i; 


e  introduced — 

September  10,  1879  (A.T.) 

September  11,  1879  (A.  T.) 

September  11,  1879  (A.  T.) 

to  6,  September  11, 1879,  for  identification  (A.  T.) 

September  11, 1879  (A.  T.) 

September  11,  1879  (A.  T.) 

September  11,  1879  (A.  T.) 

September  11,  1879  (A.  T.) 

September  12,  1879  (AT.) 

September  12,  1879  (A.  T.) 

September  12,  1879  (AT.) 

September  12,  1879  (A.  T.) 

September  23, 1879 

September  23,  lb79 

September  23,  1879 

September  23,  1879 

September  30,  1879 

September  30,  1879 

September  30,  1879 

September  30,  1879 

September  30,  1879 


October  7 
October  '7 
October  8. 
October  10 
October  13. 
October  13 
October  13 
October  13; 
October  13 
October  13 
October  14. 
October  14 
October  14, 
October  17, 
October  18 
October  22 


,1879. 
,1879. 
,  1879. 
',1879. 
,  1879. 
,  1879. 
,  1879. 
,  1879. 
,  1879. 
,  1879. 
,  1879. 
,  1879. 
,  1879. 
,  1879. 
,  1879. 
,1879. 


November  25, 1879 . 


55 

56 

56 

88 

88 

88 

88 

89 

89 

89 

89 

89 

1951 

1051 

1951 

1952 

2397 

2397 

2398 

2398 

2398 

2427 

2430 

2437 

2451 

2550 

2551 

2551 

2564 

2587 

2603 

2644 

2644 

2644 

2822 

2863 

3174 

3506 
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Exhibits— 

Where  introduced — 

2,  November  25,  1879 .. ; 3506 

3,  November  25,  1879 3507 

4,  November  25, 1879 3508 

5,  November  25,  1879 3508 

6,  November  25,  1879 3508 

7,  November  25,  1879 3508 

8,  November  25,  1S79 3510 

9,  November  25,  1879 3556 

1,  November  28,  1879 3661 

2,  November  28,  1879 " 3661 

3,  November    8,  1879 •  3661 

1,  December    1,  1879 '. . .  3670 

2,  December    1,1879 3670 

Expenses,  Fast  Freight  Lines,  how  paid 521 

Increased  by  increased  volume  of  traffic  in  N.  Y. 

City 1311 

Legal,  N.  T.,  L.  E.  &■  W:  E.  E.  Co.,"  account  of. .  845,  910 

Exports;  N.-  ¥-.  -City's  percentage  of . .  -. 555 

Express  Business,  done  by  E.  Rs 359, 1112,  3363 

Erie  Eailway  Co 3357 

Express  Co.,  American 358-430 

Express  Co.,  U.  S.,  agreement  of,  to  issue  stock  of,  to 

Gould,  Jay . .  1459 

Amount  of  stock  of,  held  by  Erie  Eailway  Co.  .... .  953 

Not  to  carry  milk * 382 

Rates  of,  from  1868  to  1879 3360 

Express,  Milk,  advantages  of  shipment  by 789 

F. 

False. Classification  and  underweighing, , .  .523,  611,  646,  658 
False  Construction  Accounts,  Jewett,  Hugh  J.,  views 

of,  on '. i 1418 

'•'   .11,    \  "  "     55 

Fare,  Albany,  to,  from  New  York  on  N.  Y.  C.  &  H.  R. 

E  E 439,  441,  1101-1103,  1111 

Drawing-room  cars,  to  local  stations  on  N.  Y.  C.  & 

H.E..EE-  Co....!..... V..     2442 
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Fare — 

Passenger,  local  compared  with  through  on  N.  Y.  C.  - 

&H.  RE.  Co 2137 

N.  Y.  C.  &  H.  E.  R,  on 1093 

Fargo,  James  C,  testimony  of. ' 741 

Farley,  Joseph,  Jr.,  testimony  of 1191 

Farmers,  milk,  advantage  to,  of  lower  rates  on.  .788,  794,  796 

New  York  State,  interest  of,  to  emigrate  (A.  T.) . .  .  142 

Location  of,  compared  with  Western 3380 

Farmers'   Alliance,   communication    from    committee 

appointed  by 1186 

Farmers'  Club  oe  Onondaga,  communication  from 31 

Farmers'  Loan  &  Trust  Co.,  deposit  with,  of  $200,000 

by  Beconstruction  Trustees  of  Erie  Eailway  Co.  1432 
Vs.  Erie  Eailway  Co.,  legal  expenses  of  the  plaintiff 

in  re  paid  by  Eeceiver  of  defendant 95 

Eeceiver's  exhibit  in  re.,  showing  payments  to 
Wilbur  M.  Brown,  attention  of  Committee 

called  to '.'. .'.'.' , 1051 

Farrington,  Haryey,  testimony  of. 299 

Farm  Lands,  Monroe  Co.,  N.  Y.,  value  of,  in 1848 

N.   Y.   State,   in,   effect  of   freight  discrimination 

on 1837,  1886,  1965,  1970 

Fast  Freight  Lines,  advantages  of 524,  617,  630,  1104 

Agents  of,  custodians  of  records  of  drawbacks  paid 

by  N.  Y,  L.  E.  &  W.  E.  E.  Co 683 

Canada  Southern  Line 262 

Connection  with  N.  Y.  C.  &  H.  E.  E.  E.  Co.,  under 

whose  direction 640,  643 

N.  Y.,  L.  E.  &  W.  E.  E.,  vouchers  of,  received 

in  evidence. , 1384 

Contracts  with  Erie  Eailway  marked  for  indentifica- 

tion '. ' 396 

Del.  &  Hudson  Canal  Co.,  on  (A.  T.) 49 

Duties  of  agents  of. 655 

Erie  &  North  Shore  Despatch 370 

Voucher  showing  apportionment  of   disburse- 
ments of 2967 

Erie  &  Milwaukee  Line 370 

Brie  &  Pacific  Despatch. 370 
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Fast  Fkeight  Lines— 

Evils  of. 519 

Expenses  of,  how  paid , 52 1 

Great  Western  Despatch 370 

Merchants'  Desp.  Transportation  Co 259,  332,  442 

Mode  of  doing  business  by. 370,  372 

Names  of,  on  N.  Y.,  L.  E.  &  W.  E.  E 370 

Necessity  of. 2969 

No  power  to  make  rates 574,  619 

Officers  of. 418 

Offspring  of  competition 519 

Operations  of,  described -520 

Origin  and  status  of. 2959-2966 

Proportion  of  business  done  by  each  of,  running 

over  Erie  Railway 2968 

Bates  maintained  by.. 525 

South  Shore  Line 370 

Special  rates,  how  made  by. .  .443,  647,  652,  663,  630,  1328 

Through  freight  carried  by 418 

Vouchers  of,  received  in  evidence 1384 
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EXHIBITS. 


NEW  YORK  CENTRAL  &   HUDSON  RIVER 

RAILROAD  COMPANY 

and 

NEW  YORK,  LAKE  ERIE  &  WESTERN 

RAILROAD  COMPANY, 


THE  EXHIBITS  CONTAINED  IN  THIS  VOLUME  HAVE  BEEN  SELECTED 

BY  THE  COMMITTEE  FROM  THE  MASS  OF  PAPERS  PRESENTED 

DURING  THE  INVESTIGATION,   AS   ILLUSTRATING    THE 

PRINCIPAL  POINTS  IN  THE  TESTIMONY, 


NEW  YORK: 
Evening  Pqst  Steam  Presses,  208  Broadway,  cob.  Fulton  St. 

1879, 


EXHIBITS 


Exhibit  STo.  1.— June  13,  1879. 

State  of  New  Yoke,  } 

Comptroller's  Office,      > 
Albany,  June  6,  1879. ) 
Simon  Sterne,  Esq., 

61  Wall  street,  New  York  : 
Dear  Sir, — Your  esteemed  favor  of  the  5th  inst.  is  received. 
By  the  books  in  this  office  it  appears  that  State  aid  was  fur- 
nished to  certain  railroad  companies  for  amount  and  results 
of  which  you  are*  respectfully  referred  to  the  annexed  state- 
ment. 

Respectfully  yours, 

F.  P.  Olcott, 
Comptroller. 

Statement  of  State  Aid  furnished  to  Railroad  Companies  of  the 
State  of  New  York. 

Auburn  &  Syracuse  Eailroad  Company. 

State  stock  issued  by  authority  of    chapter  293, 
Laws  of  1838,  from  June  18  to  November  4, 

1838,  5  per  cent $200,000  00 

Said  stock  redeemed  by  New  York  Central 
Eailroad  Company,  and  cancelled  October 
9,  1857,  to  February  22,  1859. 

Auburn  &  Eoch  ester  Eailroad  Company. 

State  stock  issued  in  1840,  pursuant  to  chapter 

195,  Laws  of  1840,  5£  per  cent 200,000  00 

Eedeemed  by  sinking  fund  of  the  company 
and  canceled  March  22,  1861. 


:        4 

ToNAWANDA  EaILEOAD  COMPANY. 

State   stock  issued  June  30,  1840,  pursuant  to 

chapter  200,  Laws  of  1840,  5£  per  cent $100,000  00 

Eedeemed  by  sinking  fund  of  the  company  and 
cancelled : 

Aug.  23, 1865  $94,000  00 

Dec.  27, 1865 6,000  00 

100,000  00 

Schenectady  &  Troy  Eajlroad  Company. 

State  stock  issued  October  9, 1841,  per  chapter 

299,  Laws  of  1840,  6  per  cent 100,000  00 

Eedeemed  by  sinking  fund  of  the  com- 
pany and  cancelled  September  26, 1867,  to 
September  26, 1868. 

Long  Island  Eailroad  Company. 

State  stock  issued  July  27, 1841,  pur- 
suant to  chapter  193,  Laws  of  1840,, 
6  per  cent $100,000  00 

Eedeemed  by  sinking  fund 
of  the  company  Sept.  20, 
1861 $32,000  00 

Interest  reduced  to  5  per 
cent,  from  Aug.  1, 1861. 
Eedeemed  Aug.  1,  1876.    68,000  00 

100,000  00 

Premium  on  gold  paid  by  the  State  but   not   by 

the  company $8,882  49 

Canajoharie  &  Catskill  Eailroad  Company. 

State  stock  issued  May,  1838,  to  June,  1840,  pur- 
suant to  chapter  240,  Laws  of  1838,  5  per 
cent $200,000  00 

Interest  on  stock  paid  by  the  State,  1841  to  1860      180,001)  00 

$380,000  00 
Eeceived  from  sale  of  road 11,600  00 

$368,400  00 
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Principal  paid  the  State,  March  3, 1859,  to  De- 
cember 17,  I860,  and  charged  to  the  State 
debt,  September  30, 1842,  "in  consequence  of 
the  sale  of  the  road  and  inability  of  said  com- 
pany to  redeem  the  stock." 

Hudson  &  Berkshire  Railroad  Company. 

State  stock  issued  May  20,  1840,  per  chapter 

178,  Laws  of  1840,  5  per  cent $150,000  00 

Interest  paid  by  the  State  1841  to  1865 153,797  02 

.  $303,797  02 
Received  by  contributions  to  the  sinking  fund 

and  interest 40,040  60 

$263,756  42 
Principal  charged  to  State  debt  Nov.  21, 1854, 
"  in  consequence  of  the  sale  of  the  road  by  the 
Comptroller  and  the  inability  of  said  com- 
pany to  redeem  said  stock." 

New  Yoek  &  Erie  Railroad  Company. 

State  stock  issued  pursuant  to  chapter  1870, 
Laws  of  1836,  chapter  226,  Laws  of  1838, 
and  chapter  196,  Laws  of  1840  : 

June  3, 1838,  to  Aug.  29, 1839,  4£  per  cent . .  $300,000  00 
June  1,  1840,  to  July  23,  1841,  5£  per  cent. .  1,600,000  00 
Aug.  18, 1841,  to  Jan'y  29, 1842,  6  per  cent. .    1,100,000  00 

$3,000,000  00 
Interest  on  stock  paid  by  the  State,  1842  to  1864.  3,217,096  86 

$6,217,096  86 
Principal  charged  to   State  debt  April  4,  1848, 
in   accordance   with  chapter  325,   Laws  of 
1845.     Stock  cancelled  1843  to  1866,  except 
$5,000  cancelled  in  1872. 

Ithaca  &  Owego  Railroad  Company; 
State  stock  issued  Dec,  1838,  and  July,  1840,  as 


authorized  by  chapter  295,  Laws  of  1838,  and 

chapter  344,  Laws  of  1840,  4£  per  cent $287,700  00 

5^  per  cent 28,000  00 


315,700  00 
Interest  on  stock  paid  by  State,  1839  to  1865 ....      335,114  67 


$650,814  67 
Received  from  sale  of  road  and  interest  ($12.13) .  4,513  13 


Principal  paid  by  State,  February,  1864,  to 
Aug.,  1865,  and  charged  to  State  debt,  "in 
consequence  of  the  sale  of  the  road  and  in- 
ability of  said  company  to  redeem  said 
stock. 


$646,302  54 


Exhibit  No.    3.— June  16,  1879. 

MERCHANTS    DESPATCH  TRANSPORTATION 
COMPANY. 

(Contract.) 

For  the  purpose  of  increasing  facilities  for  the  transporta- 
tion of  property  between  the  east  and  the  west  via  the  New 
York  Central  &  Hudson  River  Railroad,  the  Boston  &  Albany 
Railroad,  and  their  connecting  roads,  the  following  agreement 
has  been  entered  into  this  1st  day  of  January,  1874,  by  and 
between  the  New  York  Central  &  Hudson  River  Railroad  Com- 
pany, Lake  Shore  &  Michigan  Southern  Railway  Company, 
and  such  other  connecting  railroad  companies  as  shall  here- 
after sign  this  agreement,  parties  of  the  first  part,  each  party 
covenanting  and  agreeing  solely  for  itself,  and  not  for  all  or 
either  of  the  other  contracting  parties,  and  the  Merchants 
Despatch  Transportation  Company,  of  the  second  part, 

Witnesseth  :  First. — The  parties  of  the  first  part,  each  for 
itself,  agree  to  and  with  said  party  of  the  second  part,  to  fur- 
nish unto  said  party  of  the  second  part  prompt  transportation 
between  the  Cities  of  New  York  and  Boston,  at  the  east,  and 
the  principal  cities  and  terminal  points  in  the  United  States 


and  Canada,  west  thereof,  reached  by  the  road  or  roads  owned 
or  operated  by  such  first  parties,  for  all  merchandise  or  other 
freight  controlled  by  said  party  of  the  second  part,  and  to 
move  the  same  without  any  avoidable  delay. 

Second. — The  said  parties  of  the  first  part,  each  for  itself, 
further  agree,  without  charge,  to  furnish  depot  facilities,  inclu- 
ding necessary  side  tracks,  switches  and  other  conveniences  at 
their  disposal,  for,  aDd  to  promptly  load  and  unload  all  such 
merchandise  and  freight,  and  to  furnish  accommodations  in 
such  depots  for  the  clerical  or  other  force  that  may  be  em- 
ployed by  the  party  of  the  second  part,  in  the  transaction  of 
its  business  under  this  agreement,  and  to  assume  all  the  liabil- 
ities of  common  carriers  on  the  merchandise  and  freight  thus 
transported,  while  on  their  respective  lines  of  road,  except  as 
to  "  short  freight,"  for  which  they  shall  not  be  liable,  unless  it 
shall  be  shown  that  the  same  was  lost  while  the  car  or  cars 
containing  it  were  in  their  custody.  But  in  case  property  is 
lost  or  damaged,  and  the  loss  or  damage  cannot  be  definitely 
located,  thedsame  shall  be  pro-rated  between  the  companies 
forming  the  route  over  which  said  property  was  transported, 
in  proportion  to  what  each  road  would  receive  for  transport- 
ing the  same. 

Third. — It  is  further  agreed  on  the  part  of  the  parties  of  the 
first  part,  each  for  itself,  that  the  party  of  the  second  part  may 
furnish  cars  necessary  for  use  in  said  business,  which  cars 
shall  be  in  all  respects  first  class  in  make  and  quality,  and 
which  cars  shall  be  placed  in  service  on  the  execution  of  this 
contract,  and  thereafter  as  required  by  the  business  ;  and  after 
being  placed  in  use,  shall  so  remain  until  withdrawn  pursuant 
to  the  provisions  of  this  agreement. 

Fourth. — It  is  further  mutually  agreed  by  all  the  parties 
hereto  that  the  said  cars  so  furnished  by  the  party  of  the  sec 
ond  part  shall  not  be  used  by  the  parties  of  the  first  part,  or 
by  either  of  them,  for  any  purpose  other  than  that  of  carrying 
into  effect  the  provisions  of  this  agreement,  except  that  when- 
ever the  same  may  be  despatched  empty,  either  of  the  parties 
of  the  first  part,  upon  whose  road  such  car  may  be,  shall  have 
the  right  to  load  such  empty  car  at  the  station  nearest  to  start- 
ing point,  when  loading  can  be  obtained  with-  the  least  deten- 
tion of  the  cars,  for  or  beyond  the  terminal  point  in  the 
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direction  in  which  such  car  is  running,    and  in  no   case  shall 
such  car  be  loaded  from  way  station  to  way  station. 

Fifth. — Each  party  of  th.9  first  part  shall  keep  a  record  of  the 
mileage  of  all  the  cars  passing  over  its  road  belonging  to  the 
party  of  the  second  part,  and  shall  make  a  report  monthly 
thereof  to  the  manager  of  the  said  party  of  the  second  part, 
and  there  shall  be  allowed  and  paid  by  said  parties  of  the  first 
part,  respectively,  to  said  party  of  the  second  part,  for  the  use 
of  said  cars,  a  compensation  at  the  rate  of  one  and  one-half 
cents  per  mile  run  upon  their  respective  roads,  payable 
monthly ;  provided,  that  if  all  the  railroad  companies,  parties 
to  this  agreement,  shall  hereafter  agree  to  change,  as  between 
themselves,  the  rate  of  mileage  to  be  paid  for  the  use  of  freight 
cars  ran  on  their  respective  roads,  then  the  rate  of  compensa- 
tion named  in  this  section  shall  be  made  to  conform  to  such 
change. 

Sixth. — The  said  parties  of  the  first  part  agree  to  treat  the 
said  cars  of  the  party  of  the  second  part,  as  to  repairs,  the 
same  as  they  treat  the  cars  owned  by  connecting  railroad  com- 
panies. But  cars  injured  by  collision,  running  off  the  track, 
or  otherwise  damaged  while  on  the  road  of  either  of  the. 
parties  of  the  first  part,  are  to  be  repaired  by  the  party  injur- 
ing them,  with  all  possible  diligence  and  at  its  own  expense. 

Seventh. — The  said  parties  of  the  first  part  further  severally 
agree  to  fix  the  rates  of  transportation  from  time  to  time, 
which  rates  shall  be  maintained  by  the  party  of  the  second 
part,  but  such  rates  shall  not  exceed  those  required  of  other 
organizations  for  like  business  upon  the  roads  of  the  respec- 
tive parties  of  the  first  part. 

Eighth. — The  party  of  the  second  part,  for  the  consid- 
eration herein  named,  agrees  to  establish  agencies  and  offices 
in  the  Cities  of  New  York  and  Boston,  in  New  England,  and 
the  Western,  North- Western  and  South- Western  States, 
and  all  other  points  upon  the  lines  of  road  operated 
by  said  parties  of  the  first  part,  where  through 
freights  are  competed  for  by  the  Trunk  Lines  running 
to  or  from  New  York  and  Boston,  said  agencies  to  be  as1 
efficient  as  the  agencies  of  any  line  competing  for  the  same 
business,  and  to  maintain  all  necessary  offices,  to  furnish  all 
clerical  labor,  and  all  printing,  advertising,  bills  of  lading  and 


everything  connected  with  said  [through  freight  business,  ex- 
cept as  herein  otherwise  provided,  so  that  the  parties  of  the 
first  part,  or  either  of  them,  shall  have  no  care  or  responsibil- 
ity in  procuring  such  through  freight. 

Ninth. — The  said  parties  of  the  first  part  further  severally 
agree,  in  consideration  of  the  covenants  herein  contained,  to 
be  performed  by  the  party  of  the  second  part,  to  allow  and 
pay  to  said  party  of  the  second  part,  in  addition  to  the  car 
rate  hereinbefore  established,  such  further  compensation  as 
may  be  agreed  upon  by  said  parties  of  the  first  part  severally 
with  said  party  of  the  second  part,  which  compensation  shall 
be  deducted  at  the  point  of  shipment,  from  the  through 
rate,  by  the  party  of  the  first  part  at  the  point  of 
shipment,  and  shall  be  by  it  paid  to  the  party  of 
the  second  part  within  ten  days  after  the  close  of  each 
calendar  month,  such  payment  to  include  all  the  busi- 
ness of  the  preceding  month.  Said  compensation  is  hereby 
fixed  at  the  rates  of  fifteen  (15)  per  cent,  on  the  first,  second 
and  third  classes  of  freight,  and  five  (5)  per  cent,  on  the  fourth 
and  special  classes,  being  the  same  rate  of  commissions  here- 
tofore paid  to  the  parties  of  the  second  part. 

Tenth. — If,  during  the  continuance  of  this  agreement,  any 
arrangement  shall  be  made  between  the  parties  of  the  first  part, 
Or  either  of  them,  and  any  other  organization  for  the  trans- 
portation of  freight  over  their  respective  roads,  on  terms, 
whether  as  to  the  mileage  or  other  compensation,  or  as  to  facil- 
ities, more  favorable  than  are  enjoyed  by  the  party  of  the  sec- 
ond part,  then  the  party  of  the  second  part  shall  receive  from 
said  parties  or  party  of  the  first  part  the  same  favorable  terms 
— it  being  the  intention  of  this  agreement  that  the  party  of  the 
second  part  shall  have  and  enjoy  the  same  or  equal  advantages 
granted  by  the  parties  of  the  first  part  to  any  other  freight  or- 
ganization. 

Eleventh. — This  contract  shall  go  into  effect  on  the  first  day 
of  January,  1874,  and  continue  in  force  for  the  term  of  ten 
years  thereafter,  and  thereafter  until  three  months'  notice 
shall  first  have  been  given,  in  writing,  by  either  of  the  parties 
hereto,  to  each  of  the  others,  of  its  desire  to  withdraw  from 
the  same,  and  in  case  of  the  withdrawal  of  any  party,  such 
withdrawal  shall  not  terminate  this  contract,  but  the  same 
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shall  remain  in  force  between  the  remaining  parties  the  same 
as  though  no  withdrawal  of  any  party  had  taken  place. 

In  case  of  any  disagreement  between  either  of  the  parties  of 
the  first  part  heret6  and  the  said(party  of  the  second  part,  in  any 
manner  arising  under,  this  contract,  and  said  parties  failing  to 
agree  upon  a  basis  for  settlement,  each  party  to  such  contro- 
versy shall  choose  one  Referee,  and  said  two  Referees  shall 
select  a  third,  who  shall  be  a  disinterested  party,  and  the  de- 
cision of  said  Referees,  or  a  majority  of  them,  shall  be  binding 
upon  both  parties. 

And  in  case  of  the  withdrawal  of  any  of  the  parties  of  the 
first  pa.it  from  this  agreement,  such  party  so  withdrawing  shall, 
if  required  by  the  party  of  the  second  part,  purchase  from  said 
party  of  the  second  part  a  proportion  of  its  said  cars  equal  to 
the  proportion  belonging  to  the  road  of  said  withdrawing 
party,  of  the  total  business  done  under  this  agreement,  such 
proportion  and  the  value  thereof  to  be  determined  by  arbitra- 
tion, as  above  provided,  and  the  like  disposition  shall  be  made 
of  said  cars  in  case  of  the  dissolution,  from  any  cause,  of  said 
party  of  the  second  part. 

In  witness  whereof,  the  parties  have  affixed  their  hands  and 
seals,  the  day  and  date  above  first  written. 

(Signed)    The  Merchants'  Despatch  Trans.  Co., 

By  JAS.  C.  FARGO, 

Prest. 
(      "      )  The  N.  York  Central  &  Hudson  River  R.  R.  Co., 

By  WM.  H.  VANDERBILT, 

K- Prest. 
Witness, 

J.  P.  Chambers. 


Exhibit  No.  4.— June  16,  1879. 

CONTRACT.— CANADA  SOUTHERN  LINE. 

For  the  purpose  of  forming  a  joint  Through  Freight  Line, 
to  be  run  on  the  New  York  Central  &  Hudson  River  Railroad, 
Boston  &  Albany  Railroad  and  the  Canada  Southern  Railway, 
and  their  several  connections,  Eastward  and  Westward,  between 
the  cities  of  New  York,  Albany,  Boston  and  New  England 
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points,  and  Detroit,  Toledo,  Chicago,  Cincinnati,  Louisville, 
St.  Louis  and  such  other  Eastern  and  Western  competing  points 
as  may  be  reached  by  the  above  railways,  or  by  such  others  as 
may  hereafter  sign  this  agreement  and  become  parties  hereto, 
it  is  hereby  agreed. 

First. — The  line  shall  be  known  and  designated  as  the  Can- 
ada Southern. 

Second. — The  basis,  plan  and  operation  of  the  line  shall  be 
co-operative  ;  that  is,  the  earnings  shall  be  divided  upon  agreed 
percentages,  and  the  actual  expenses  of  management  paid  in 
proportion  to  the  earnings,  except  that  the  New  York  Central 
&  Hudson  River  and  Boston  &  Albany  Railroad  shall  not  pay 
any  proportion  of  the  rent  of  offices  or  salaries  of  agents  at 
New  York  or  Boston. 

The  general  management  of  the  line  shall  be  under  the  con- 
trol of  a  Board  of  Directors  composed  of  one  officer,  to  be 
designated  by  each  railroad  company  that  becomes  a  party  to 
this  agreement. 

The  Board  of  Directors  shall  have  power  to  admit  such 
other  connecting  railroad  companies  as  a  two-thirds  vote  of 
the  line  may  deem  expedient,  provided  such  new  roads  agree 
to  abide  by  and  perform  the  stipulations  and  agreements  here- 
in contained,  and  such  modifications  thereof  and  additions 
thereto  as  may  hereafter  be  agreed  to  in  accordance  with  the 
terms  thereof. 

Third. — The  Board  of  Directors,  by  a  two-thirds  vote,  shall 
appoint  a  Manager  and  such  other  officers  and  agents  as  they 
may  deem  expedient,  define  their  duties  and  fix  their  compen- 
sation. They  shall  have  general  supervision  of  the  business 
of  the  line,  prescribe  the  manner  of  keeping  the  accounts,  and 
make  all  necessary  rules  and  regulations  for  transacting  the 
general  business  of  the  organization. 

Fourth. — In  organizing  the  line  the  first  meeting  shall  vote 
upon  the  basis  of  one  vote  for  each  car,  assuming  one  car  for 
every  two  miles  of  each  road  represented  at  such  meeting  on 
the  mileage  specified  herein,  and  shall  so  continue  to  vote  for 
the  first  year  from  the  date  thereof ;  but  at  all  subsequent 
meetings,  all  votes  shall  be  cast  and  governed  on  the  basis  of 
one  vote  for  each  road,  for  each  one  thousand  dollars  (or  major 
fraction  thereof)  of  earnings  from  the  business  of  the  joint  line 
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for  the  year  preceding  the  month  in^vhich  said  meeting  is  held. 
It  shall  be  understood,  however,  that  no  company  party  to  this 
agreement  shall  vote  upon  any  question  in  which  it  is  not  di- 
rectly interested,  and  no  questions  shall  be  voted  upon,  unless 
a  majority  of  the  parties  interested  are  present  at  such  meet- 
ing. 

Fifth.— For  the  purpose  of  putting  the  Canada  Southern 
line  into  operation,  the  parties  hereto  agree  to  set  aside  and 
mark  lor  use  of  said  line  a  number  of  new  freight  cars  ;  said 
cars  to  be  furnished  by  the  respective  parties  on  the  basis  of 
one  car  for  two  miles  of  road,  as  follows  : 

Boston  and  Albany 200  miles. 

Boston  and  Maine 115     " 

New   York  Central  &  Hudson  Kiver 450      " 

Canada  Southern 400     " 

Toledo,  Wabash  &  Western  432     " 

Dayton  &  Michigan,  )   ^qq      „ 

Cincinnati,  Hamilton  &  Dayton,  j   

Indianapolis,  Peru  &  Chicago 75      " 

Jefferson,  Madison  <fe  Indianapolis 109     " 

Logan  sport  &  South  Western 115     "• 

Toledo,  Peoria  &  Warsaw 215     " 

...v  Cincinnati,  Lafayette  &  Chicago 75     " 

'"  Evansville  &  Crawfordsville 109     " 

The  cars  to  be  furnished  for  this  line,  up  to  the  number  pro- 
vided for  in  section  four  of  this  agreement,  shall  be  put  into 
the  service  of  the  Canada  Southern  Line  by  the  several  com- 
panies parties  hereto  respectively,  with  all  possible  dispatch, 
and  the  entire  quota  allotted  to  each  company  party  hereto 
shall  be  completed  and  placed  in  the  service  on  or  before  the 
first  day  of  May,  1874. 

Sixth. — The  Board  of  Directors,  by  a  two-thirds  vote,  shall 
have  authority  >.to  increabe  the  number  of  cars  from  time  to 
time  as  the  business  demands,  and  fix  the  additional  number 
to  be  furnished  by  each  party  upon  such  basis  as  may  seem 
proper  to  them  :  the  intention  being  to  as  far  as  possible  equal- 
ize mileage  accounts,  that  the  same  may  be  as  nearly  as  prac- 
ticable paid  in  kind  instead  of  in  money. 

Seventh. — The  cars  set  apart  for  the  use  of  the  line  shall  be 
of  uniform  gauge,  acceptable  patterns  and  construction,  of  the 
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best  materials  and  workmanship,  not  unnecessarily  heavy,  as 
nearly  uniform  as  practicable,  and  be  painted  of  the  same 
color,  and  marked  on  the  sides,  Canada  Southern  Line,  in  a 
uniform  manner,  and  on  the  ends  and  sides  of  each  car  the 
number  and  the  initials  of  the  company  owning  the  same. 

Eighth. — The  several  companies,  parties  hereto,  respectively 
agree  to  keep  in  repair  and  maintain  their  own  curs  ;  but  cars 
injured  by  collision  or  otherwise  while  on  the  roads  of  other 
companies,  parties  hereto,  are  to  be  at  once  repaired  by  and  at 
the  expense  of  the  company  injuring  the  same. 

Ninth. — Each  company  party  hereto  agrees  to  forward  the 
cars  of  the  Canada  Southern  Line  as  far  as  practicable,  without 
delay ;  and  when  any  of  said  cars  are  offered  to  one  company 
by  another,  they  shall  be  received  if  in  good  order,  and  for- 
warded with  dispatch  equal  to  that  given  to  cars  of  any  other 
line. 

Tenth. — The  movements  of  the  cars  of  the  Canada  Southern 
Line  shall  be  under  the  direction  of  the  Manager,  subject  how- 
ever, to  the  rules  prescribed  by  the  Superintendents  of  the 
respective  roads,  and  each  company  party  hereto  agrees  to 
foward  such  cars  as  the  business  requires. 

Eleventh. — Line  cars  shall  not  be  used  by  any  company  to  do 
its  local  business  ;  but  in  case  cars  are  dispatched  empty,  they 
may  be  loaded  at  any  wa}T  station  where  freight  can  be  ob- 
tained, for  or  beyond  the  terminus  of  the  road  in  the  direction, 
in  which  the  said  car  or  cars  are  destined  ;  but  in  no  case  shall 
Canada  Southern  Line  cars  be  loaded  from  Way  stations  to  way 
stations  on  the  same  road. 

Twelfth. — Each  company  party  to  this  agreement  shall  keep 
accurate  records  of  the  mileage  of  all  cars  of  this  line  passing 
over  its  road  belonging  to  each  and  every  other  company  party 
hereto,  and  shall  make  a  report  of  tho  same  monthly  to  the 
Manager,  who  shall,  without  -delay,  revise  by  his  own  books, 
and  adjust  the  balances  of  mileage  due  to  or  from  each  com- 
pany party  hereto,  reporting  to  each  of  said  companies  the 
amount  due  from  and  to  each  of  the  companies  in  the  line- 
Compensation  for  the  use  of  cars  in  said  line  shall  be  com- 
puted and  paid  monthly  on  balances  due,  at  the  rate  of  three- 
fourths  (|)  cents  per  mile  run.  If  at  any  time  subsequent  to 
this  agreement  the  above  rates  of  mileage  should  be  reduced 


14 

on  eight  wheel  freight,  stock  or  gondola  cars  interchanged  for 
traffic  with  other  companies,  then  the  rates  of  mileage  on  cars 
interchanged  in  this  line  shall  be  correspondingly  reduced. 

Thirteenth. — The  parties  hereto  agree  respectively  to  be  re- 
sponsible for  all  damage  to  or  losses  of  property  ascertained 
to  have  occurred  while  upon  their  respective  roads,  or  in  their 
possession,  for  which  the  bills  of  lading  therefor  usually  make 
the  carriers  responsible  ;  but  in  case  the  losses  or  damage  to 
property  cannot  be  definitely  located,  the  same  shall  be  divided 
between  the  companies  over  whose  roads  said  property  was 
transported,  in  the  proportions  of  their  respective  earnings  on 
the  same. 

Fourteenth. — The  Manager  of  the  line  shall  keep  accurate 
accounts  of  all  line  earnings,  expenses,  damages  and  over- 
charges, and  apportion  the  same  monthly  between  the  differ- 
ent companies  parties  hereto,  upon  agreed  divisions,  and  sub- 
mit the  same  for  approval  to  the  monthly  meetings  of  the  Gen- 
eral Freight  agents  or  such  other  officers  as  may  be  designated 
to  act  for  them.  Such  freight  officers  shall  then  audit  the 
Manager's  accounts,  and  when  duly  approved  by  them,  the 
same  shall  be  paid  by  the  treasurers  of  the  respective  com- 
panies. 

Fifteenth. — The  same  rules  shall  govern  the  transportation 
of  all  freight  sent  by  this  line  in  respect  of  receiving,  loading 
unloading,  storing,  delivering,  and  loss  and  damage  thereto,  as 
obtain  in  the  transportation  of  all  other  through  freights  by 
the  same  companies.  It  is,  however,  understood  that  this  line 
shall  not  be  used  exclusively  as  a  New  England  route,  and  to 
that  end  the  Canada  Southern  Railway  Company  and  the 
roads  west  of  it  forming  the  line  agree  that  of  the  whole  busi- 
ness to  New  York'  and  New  England  at  least  forty  (40)  per 
cent,  of  the  same  shall  be  New  York  business. 

Sixteenth. — The  rates  via  this  line  Eastward  and  Westward, 
shall  at  all  times  be  as  high  as  other  and  competing  routes. 
Through  rates  West-bound  upon  the  basis  from  starting  points 
to  destination,  shall  be  entirely  under  the  control  of  the  roads 
East  of  Buffalo,  and  East-bound  the  rates  shall,  upon  the  same 
conditions,  be  under  similar  control  of  Western  Railroad  Com- 
panies. And  all  the  roads  forming  the  Canada  Southern  Line 
bind  themselves  to  make  no  less  than  such  rates  over  their  re- 
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spective  roads  for  any  line  which  is  a  rival  to  the  Canada 
Southern  Line.  And  a  violation  of  this  agreement  shall  be 
considered  sufficient  cause  for  the  withdrawal  of  any  road 
from  the  line. 

Seventeenth. — This  agreement  shall  take  effect  upon  the  exe- 
cution thereof  by  the  several  parties  named,  and  shall  continue 
in  force  until  the  first  day  of  January,  1877,  and  thereafter 
until  three  months'  notice. shall  first  have  been  given  in  writ- 
ing, by  either  of  the  parties  hereto  to  each  of  the  others,  of  its 
desire  to  withdraw  from  the  same ;  and  a  case  of  withdrawal 
shall  not  be  considered  as  a  termination  of  this  agreement, 
but  the  same  shall  remain  in  force  between  the  remaining  par- 
ties the  same  as  though  no  withdrawal  of  any  party  had  taken 
place.  In  case  of  failure  of  any  one  of  the  parties  hereto  to 
perform  this  agreement,  the  party  so  in  default  may  be  ex- 
cluded from  all  farther  participation  in  this  agreement,  by  a 
vote  of  the  other  parties  hereto,  upon  the  basis  set  forth  in  ar- 
ticle fourth  (4th)  of  this  tigreement. 

Eighteenth.— This  agreement  may  be  amended  at  any  time  in 
any  of  its  provisions  by  a  two-thirds  vote  of  the  line. 

In  witness  whereof,  the  parties  hereto  have  caused  the  same 
to  be  signed  by  their  duly  authorized  officers,  this  18th  day  of 
November,  A.  D.  1873. 


Exhibit  STo.   1.— June  18,  1879. 

ERIE  AND  NORTH  SHORE  DESPATCH   CON- 
SOLIDATED. 

Agreement  made  between  the  Erie  Railway  Company,  by 
Hugh  J.  Jewett,  its  Receiver,  the  Great  Western  Railway 
Company,  of  Canada,  The  Grand  Trunk  Railway  Company, 
The  Canada  Southern  Railway  Company,  The  Michigan  Cen- 
tral Railroad  Company,  The  Detroit  and  Milwaukee  Railway 
Company,  by  C.  C.  Trowbridge,  its  Receiver,  The  Toledo, 
"Wabash  and  Western  Railway  Company, by  J.  D.  Cox,  its  Re- 
ceiver, as  follows : 

Whereas,  there  are  now  in  existence  four  several  fast  freight 
lines  running  over  the  Erie  Railway  east  of  the  Niagara  river, 
and  west  of  said  river  by  way  of  the  several  railroads,  parties 
hereto,  as  follows,  respectively  : 
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First. — The  Erie  and  Milwaukee  Line,  so  called,  by  way  of  the 
Great  Western  and  Detroit  and  Milwaukee  Bailways,  to  and  from 
Milwaukee,  Wisconsin,  and  other  common  points. 

Second. — The  Commercial  Express,  so  called,  by  way  of  the 
Grand  Trunk  and  Michigan  Central  Railways,  to  and  from 
Chicago,  and  other  common  points. 

Third. — The  Erie  and  North  Shore  Transit  Company,  so  called 
by  way  of  the  Great  Western  Hailw.ay  of  Canada  and  Michigan 
Central  Railway,  to  and  from  Chicago,  and  other  common 
points. 

Fourth. — The  Diamond  Line,  so  called,  by  way  of  the  Canada 
Southern,  Michigan  Central,  and  Toledo,  Wabash  and  Western 
Railways,  to  and  from  common  western  points. . 

And  Whereas,  for  the  purpose  of  reducing  expenses  and 
maintaining  rates,  it  is  for  the  interest  of  all  the  railroad  com- 
panies, parties  hereto,  that  the  said  several  fast  freight  lines 
should  be  merged  into  one  line,  on  such  terms  as  shall  secure 
to  said  railroad  companies,  parties  as  aforesaid,  their  herein 
agreed  division  of  tonnage,  revenue  and  expenses  hereunder. 

Now,  therefore,  this  agreement  ivitnesses  as  follows  : 

1st.  On  the  1st  day  of  December,  1876,  the  four  lines  afore- 
said shall  be  consolidated  into  one  line,  to  be  known  and  desig- 
nated as  the  "  Erie  and  North  Shore  Despatch  Consolidated," 
and  shall  be  operated  as  a  fast  freight  line,  in  manner  follow- 
ing, viz.: 

East  of  the  Niagara  river,  by  way  of  the  Erie  Railway  and 
its  connections. 

Between  the  Niagara  river  and  the  Detroit  and  St.  Clair 
rivers,  by  way  of  the  Canada  Southern,  the  Grand  Trunk,  and 
Great  Western  Railways  of  Canada. 

West  of  said  Detroit  and  St.  Clair  rivers,  by  way  of  the 
Toledo, 'Wabash  and  Western,  the  Michigan  Central,  and  the 
Detroit  &  Milwaukee  Railways. 

The  business  of  said  consolidated  line  shall  include  the 
transportation  of  all  through  traffic  between  competing  points 
on  line  way-bills  passing  over  the  roads  of  the  companies,  par- 
ties hereto  ;  excepting,  however,  all  coal  west  bound,  and  live 
stock  east  bound,  and  traffic  from  and  to  the  Chicago  and  Lake 
Huron  Railroad  via  Port  Huron,  billed  through. 

2nd.  The  general  management  of  the  consolidated  line  shall 
be  vested  in  a  Board  of  Managers,  which  shall  be  composed  of 
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one  representative  from  each  railway  company  party  hereto, 
and  in  such  Board  each  manager  shall  have  one  vote. 

3d.  The  said  Board  shall  appoint  a  General  Manager  of  the 
line,  and  such  other  officers  and  agents  as  may  be  necessary, 
They  shall  define  the  duties  of  general  manager,  officers,  and 
agents,  and  fix  their  compensation.  They  shall  have  general 
supervision  of  the  business  of  the  consolidated  line,  prescribe 
the  manner  of  keeping  its  accounts,  and  make  all  necessaiy 
rules  and  regulations  for  transaction  of  its  business. 

4th.  The  Board  shall  meet  in  Detroit  on  the  second  Wed- 
nesday of  January,  April,  July,  and  October  in  each  year,  and 
records  shall  be  kept  of  all  the  proceedings  of  such  meetings, 
and  copies  supplied  to  each  company  party  hereto.  Two 
members  of  the  Board  may  call  a  special  meeting  at  any  time, 
by  giving  to  each  member  thereof  two  weeks'  notice  in  writing, 
specifying  the  time,  place,  and  objects  of  the  meeting  desired. 

5th.  The  General  Manager,  appointed  as  aforesaid,  shall 
keep  accurate  accounts  of  the  joint  earnings,  expenses,  losses, 
damages,  and  over-charges  of  the  consolidated  line,  and  shall 
apportion  monthly  amongst  the  several  companies  parties 
hereto  all  joint  expenses,  losses,  damages  and  over-charges, 
in  accordance  with  the  divisions  herein  provided,  or  as  the 
same  may  be  from  time  to  time  otherwise  agreed  upon  by  said 
Board.  He  shall  submit  such  accounts  for  approval  at  the 
regular  meetings  of  the  General  Freight  Agents,  or  other  offi- 
cers of  the  several  companies,  parties  hereto,  as  may  be  dele- 
'  gated  to  act  in  the  premises ;  and  when  the  same  shall  have 
been  approved,  the  said  several  companies,  parties  hereto,  shall 
be  charged  with  the  respective  amounts  therein  found  due  from 
them,  and  the  same  shall  be  paid  accordingly. 

There  shall  be  placed  in  the  hands  of  the  General  Manager, 
for  the  purpose  of  payment  of  expenses,  losses,  damages  and 
over-charges,  when  approved  as  aforesaid,  a  Line  Fund,  to 
which  each  of  the  companies  hereto  shall  contribute  in  pro- 
portion to  the  number  of  cars  herein  provided  to  be  contributed 
by  them  respectively  to .  the  line  equipment ;  the  amount  of 
such  fund  shall  be  fixed  from  time  to  time  by  the  Board  of 
Managers. 

As  security  for  the  faithful  performance  of  his  duties,  and 
for  the  proper  application  of  the  funds  so  placed  in  his  hands, 
the  General  Manager  shall  give  bond  in  the  sum  of  twenty-five 
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thousand  dollars,  which  amount  may  at  any  time  be  changed 
by  the  Board. 

There  shall  be  a  regular  quarterly  audit  of  the  accounts  of 
such  General  Manager  by  an  auditor  or  auditors,  under  the 
direction  of  the  Board,  and  tbe  result  thereof  shall  be  reported 
to  each  company,  party  hereto. 

6th.  The  companies,  parties  hereto,  agree  that  within  six 
months  from  and  after  the  first  of  December,  1876,  they  will 
furnish  suitable  cars,  properly  marked  and  numbered,  for  ex- 
clusive use  in  the  transportation  of  the  traffic  -jf  the  consol- 
idated line,  and  to  such  equipments  they  will  respectively  con- 
tribute as  follows : 

The  Erie  Railway  Company 1641  cars. 

The  Great  Western  Railway  Company 470  cars. 

The  Grand  Trunk  Railway  Company 325  cars. 

The  Michigan  Central  Railway  Company 937  cars. 

The  Toledo,  Wabash  and  Western  Railway  Company  cars. 

*The  Detroit  and  Milwaukee  Railway  Company ....  cars. 

The  Canada  Southern  Railway  Company 325  cars. 

And  that  until  the  expiration  of  the  period  so  limited,  and 
thereafter,  from  time  to  time,  as  required  by  the  Board  of 
Managers,  they  will  each  contribute  such  of  their  common 
cars  respectively  as  may  be  necessary  for  the  prompt  and 
proper  carriage  of  the  traffic  of  the  consolidated  line. 

7th.  At  any  line  after  the  entire  equipment  of  the  consol- 
idated line  shall  have  been  furnished,  as  above  provided,  the 
Board  of  Managers,  by  a  two-thirds  vote  of  their  whole  num- 
ber, may  increase  such  equipment  from  time  to  time  as  the 
business  requires,  in  such  ways  and  by  such  means  and  under 
such  apportionment  as  they  shall  deem  expedient.  It  is  ex- 
pressly understood  that  no  company,  party  hereto,  may  reduce 
its  quota  of  cars,  except  by  and  with  the  consent  of  two-thirds 
of  the  managers  thereto  had  and  obtained  at  a  regular  meet- 
ing of  the  Board. 

8th.  In  the  exchange  of  cars  between  the  companies,  parties 
hereto,  for  the  purpose  of  the  business  of  said  line,  the  exist- 
ing rules  and  regulations  of  the  master-  car-builders  (copy 
whereof  is  hereto  attached  and  made  a  part  of  this  agreement) 


*  In  the  original  contract  there  are  273  cars  apportioned  to  the  D.  &  M.  R.  R. 
Co.;  but  until  it  is  definitely  decided  the  amount  is  left  blank. 
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shall  govern  and  control  in  all  questions  touching  losses,  dam- 
ages, and  repairs  to  such  cars,  except  so  far  as  said  rules  may 
from  time  to  time  be  modified  by  the  Board. 

9th.  The  cars  of  the  consolidated  line,  while  moving  upon 
the  several  roads  of  the  companies,  parties  hereto,  shall  be 
under  the  direction  and  control  of  the  respective  superintend- 
ents thereof. 

10th.  Each  company,  party  to  this  agreement,  shall  keep 
and  transmit  to  each  other  of  the  companies,  parties  hereto, 
accurate  statements  of  the  mileage  of  all  cars  of  the  consoli- 
dated line,  and  other  cars  carrying  line  traffic  passing  over  its 
roads,  and  settlements  of  mileage  accounts  between  said  com- 
panies shall  be  made  in  the  manner  usual  and  customary  be- 
tween connecting  railways. 

11th.  The  cars  now  used  by  the  several  fast  freight  lines 
hereby  consolidated  shall  be  run  over  and  by  their  respective 
routes  as  at  present,  and  shall  so  continue,  for  the  purposes  of 
exchange,  with  their  present  marks  and  designations,  until  it 
shall  be  otherwise  agreed  by  and  between  the  parties  to  this 
agreement. 

12th.  The  line  cars  shall  be  used  exclusively  in  the  business 
of  the  consolidated  line  ;  provided,  however,  that  in  the  event 
of  any  such  cars  being  despatched  empty,  any  of  the  parties 
hereto  may  load  such  cars  with  freight  destined  to  or  beyond 
the  terminus  of  its  road  and  in  the  direction  in  which  such 
empty  cars  are  moving ;  but  in  no  event  shall  line  cars  be 
used  for  traffic  between  way-station  and  way-station  on  the 
same  road. 

13th.  The  railway  companies,  parties  hereto,  respectively 
agree  to  give  the  consolidated  line  as  good  through  rates,  time, 
despatch,  and  facilities  of  every  kind,  as  they  have  heretofore- 
severally  given  to  the  respective  freight  lines  hereby  consoli- 
dated, and  further  agree  to  place  the  consolidated  line  upon  as 
good  a  footing  in  every  respect  for  all  traffic  as  the  most 
favored  line  operating  ever  their  road  by  way  of  any  other 
routes  or  railways. 

14th.  The  several  parties  hereto  agree  to  be  and  become  re- 
sponsible for  all  damage  to  or  loss  of  property  happening 
while  upon  their  respective  roads,  or  in  their  respective  posses- 
sion, for  which  they  are  responsible  as  common  carriers,  and, 
in  the  event  that  .such  loss  or  damage  cannot  be  definitely 
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located,  the  same  shall  be  divided  between  the  companies  over 
whose  roads  said  property  was  carried,  in  the  proportion  of 
their  respective  earnings  from  the  transportation  thereof. 

15th.  Eates  by  the  consolidated  line,  both  East  and  West, 
shall  at  all  times  be  as  high  as  those  of  other  competing 
routes  or  lines.  Through  rates,  west-bound,  from  common 
points  of  shipment  to  destinations^  shall  be  made  exclusively 
by  the  Erie  Railway  Company ;  and  through] rates,  east-bound, 
from  common  points  of  shipment  to  destination  shall  be  made 
by  the  Western  company  with  whom  such  shipment  originates. 

16th.  The  Great  Western  Railway  of  Canada,  the  Grand 
Trunk  Railway  Company,  and  the  Canada  Southern  Railway 
Company  hereby  agree  that  the  aggregate  of  all  the  tonnage 
passing  over  their  respective  roads,  between  the  Erie  Railroad 
and  points  on  and  West  of  the  west  bank  of  the  Detroit  and 
St.  Clair  Rivers ;  excepting,  however,  coal  west-bound,  live 
stock  east-bound,  and  traffic  from  and  to  the  Chicago  and 
Lake  Huron  Railroad  via  Port  Huron,  as  aforesaid  ;  and  the 
revenues  derived  therefrom  shall  be  divided,  as  nearly  as  may 
be,  between  them  in  the  following  proportions,  viz. : 

To  the  Great  Western  Railway  of  Canada,  fifty  (50)'  per 
centum  thereof. 

To  the  Grand  Trunk  Railway  Company  twenty  (20)  per 
centum  thereof. 

To  the  Grand  Southern  Railway  Company  thirty  (30)  per 
centum  thereof. 

And  to  the  end  of  accomplishing  such  agreed  division  on 
west-bound  traffic,  the  Erie  Railway  Company  agree  to  dis- 
tribute amongst  said  Canadian  roads  the  west-bonnd  tonnage 
of  the  consolidated  line,  together  with  all  other  tonnage  from 
its  own  road,  destined  by  way  of  said  Canada  roads  to  points 
on  or  West  of  the  west  bank  of  the  Detroit  and  St.  Clair  riv- 
ers, in  the  proportions  above  provided,  and  in  such  way  that 
the  revenue  derived  therefrom  shall  be  received  in  the  like  pro- 
portions. 

And  to  the  end  of  accomplishing  such  agreed  division  in 
east-bound  traffic,  the  Michigan  Central  Railway  Company 
agrees  to  distribute  the  aggregate  of  the  east-bound  tonnage  of 
the  consolidated  line,  together  with  the  local  traffic  of  it  own 
road,  destined  for  transportation  over  the  Erie  Railway,  so  as 
to  equalize  the  foregoing  agreed  percentages  of  the  Canadian 
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lines — both  in  respect  of  the  amount  of  tonnage  and  the 
revenue  to  be  derived  therefrom. 

And  to  enable  said  Michigan  Central  Company  so  to  do,  it 
shall  receive  weekly  from  the  General  Manager  of  the  consoli- 
dated line  a  statement  of  the  east-bound  tonnages  of  said  linej 
and  from  the  Erie  Railway  Company  a  statement  of  all  other 
tonnages  received  for  transportation  over  its  road,  via  said 
Canadian  lines,  from  points  hereinbefore  specified.  Such 
statements  shall  also  show  the  proportions  of  said  tonnages 
carried,  and  the  revenue  derived  therefrom  by  the  said  Cana- 
dian lines  respectively ;  and  in  all  cases  the  dates  the  way- 
bills shall  govern. 

Monthly  exhibits  of  the  tonnages  and  revenues  so  equalized 
shall  be  furnished  to  each  other  by  the  parties  hereto,  and 
each  will  afford  the  other  prompt  and  full  opportunities  for 
verifying  the  same  whenever  desired. 

17th.  The  Canada  Southern  .Railway  Company  hereby 
agrees,  that  during  the  continuance  of  this  agreement  it  will 
contribute  to  the  business  of  the  consolidated  line  the  same 
proportion  of  east-bound  traffic,  from  or  through  Toledo,  that 
it  contributed  to  the  Erie  Railway,  via  Diamond  Line  and 
otherwise,  during  the  year  ending  September  1st,  1876. 

18th.  It  is  hereby  agreed  between  the  Michigan  Central 
Railroad  Company  and  the  Detroit  and  Milwaukee  Railway 
Company,  the  other  parties  hereby  concurring,  that  the  latter 
company  is  hereby  formally  admitted  to  a  participation  in  the 
consolidated  line,  as  formerly  in  the  Erie  and  North  Shore 
Transit  Company.  And  it  is  also  agreed  that  the  business 
between  Milwaukee  and  points  upon  or  by  way  of  the  Erie 
Railway,  in  both  directions,  when  consigned,  shall  follow  the 
route  of  the  Michigan  Central  or  Detroit  and  Milwaukee 
Railways  as  designated,  and  when  unconsigned,  shall  be  di- 
vided between  said  two  companies  as  nearly  as  may  be  in 
equal  proportions,  having  regard  both  to  tonnage  and  to  reve- 
nue therefrom. 

19th.  Any  railway  or  transportation  company  may  become 
a  party  to  this  agreement,  by  and  with  the  consent  of  two- 
thirds  of  the  managers  thereto,  formally  had  at  auy  regular 
meeting  of  the  Board. 

20th.  This  contract  shall  contiuue  until  the  first  day  of 
January,  A.  D.  1878,  and  thereafter  shall  continue,  unless  and 
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until  the  same  shall  be  terminated  at  the  option  of  some  one 
of  the  companies,  parties  hereto,  by  three  months'  written 
notice  of  their  intention  so  to  terminate,  given  to  each  of  said 
companies  on  the  first  day  of  January,  April,  July,  or  October, 
in  any  year. 

Witness  the  hands  of  the  respective  officers  of  the  several 
companies,  parties  as  aforesaid,  to  this  end,  duly 
authorized,  this  fifteenth  day  of  November,  A.D.. 
1876. 
The  Erie,  Railway  Company, 

H.  J.  Jewett,  Receiver. 
by  G.  R.  Blanchard,  Assistant. 
For  the  Grand  Trunk  R.  R,  Co., 

L.  J.  Seaegeant,  Traffic  Manager. 
The  Michigan  Central  R.  R.  Co., 

byH.  B.  Ledyard,  Genl^Supt. 
The  Great  Western  Railway  of  Canada, 
F.  Boughton,  Gen'  I  Manager. 
per  Jno.  Crampton,  Ass't  Gen'l  Manager. 
For  the  Canada  Southern  Railway  Co., 
W.  K.  Muir,  General  Manager. 
C.  C.  Trowbridge, 

Receiver,  D.  &  M.  R. 
Toledo,  Wabash  &  Western  Railway  Co., 


Exhibit  IVo.  9.— June  18,  1879. 

This  Agreement,  made  the  15th  day  of  April,  1872,  between 
The  New  York  Central  and  Hudson  River  Railroad  Company 
and  The  American  Merchants'  Union  Express  Company, — 

Witnesseth :  That  the  said  companies,  in  consideration  of 
the  mutual  covenants  herein  contained,  agree  to  and  with  each 
other  as  follows  : 

First. — The  said  express  company  agrees  to  pay  the  said 
railroad  company  for  each  ^day  during  the  continuance  of  this 
agreement,  except  for  each  Sunday,  New  Year's  day,  Christ- 
mas, Fourth  of  July,  and  the  day  annually  appointed  by  the 
Governor  of  this  State  for  Thanksgiving  day,  the  sum  of  six 
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hundred  and  thirty  dollars  ($630),  and  such  other  sums,  in  ad- 
dition thereto,  as  are  hereinafter  provided. 

Second. — The  said  raikoad  company  agrees  to  transport  for 
said  express  company  daily,  except  on  the  days  excepted  in 
the  preceding  paragraph,  during  the  continuance  of  this  con- 
tract, the  following  amounts  of  freight : 

1st.  One  car  load  in  each  of  the  passenger  trains  leaving 
New  York  at  six  o'clock  p.  m.  and  eight  o'clock  p.  M.,  respect- 
ively, to  be  transported  to  Buffalo  and  Suspension  Bridge,  or 
,  either  of  them. 

2d.  One  car  load  in  the  passenger  train  leaving  Buffalo  at 
two  fifty  o'clock  p.  m.  (or  in  the  passenger  train  leaving  Sus- 
pension Bridge  at  two  twenty  o'clock  p.  M.),  to  be  transported 
to  New  York. 

3d.  Fourteen  thousand  pounds  (14,000  lbs.),  or  less,  of 
freight,  shall  constitute  a  car  load  for  the  foregoing  purposes. 
The  said  express  company  may,  however,  load  any  car  to  the 
extent  of  sixteen  thousand  pounds  (16,000  lbs.),  but  in  the 
event  of  so  doing  shall  pay  said  lailroad  company,  for  the 
weight  in  any  car  in  excess  of  fourteen  thousand  pounds 
(14,000  pounds)  at  the  rate  of  one  dollar  and  fifty  cents  per 
100  pounds  ($1.50  per  100  lbs.).  In  computing  the  weight  in 
any  car,  the  "express  safes,'-  so  called,  shall  be  included,  and 
also  all  trunks  or  boxes  in  which  any  freight  shall  be  con- 
tained. 

Third.  —  The  said  railroad  company  agrees  to  transport  for 
said  express  company  from  New  York  to  Albany,  in  the  mixed 
train,  leaving  New  York  at  eleven  o'clock  P.  M.,  and  from  Al- 
bany io  New  York  in  the  mixed  train,  leaving  Albany  at  ten 
o'clock  P.  m.,  such  freight  as  may  be  given  to  it  by  said  express 
company,  lor  which  the  said  express  company  agrees  to  pay 
said  railroad  company  at  the  rate  of  thirty-seven  cents  per  100 
pounds  (37c.  per  100  lbs.). 

Fourth. — The  designation  of  trains  herein  contained  has 
reference  to  the  present  "time  tables"  of  said  railroad  com- 
pany, and  the  provisions  hereto  are  to  apply  to  such  trains  as 
may,  under  any  new  or  different  "  time  tables,"  may  be  sub- 
stituted for  the  trains  herein  mentioned. 

Fifth. — For  any  freight,  other  than  that  already  provided 
for,  that  may  be  transported  by  said  railroad  company  for  said 
express  company,  the  said  express  company  agrees  to  pay  said 
railroad  company  at  the  following  rates  per  100  lbs. 
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1st.  Between  all  stations,  the  distance  between  which  shall 
not  exceed  one  hundred  and  fifty  miles,  fifty  cents  (150  miles, 
50  cents). 

2nd.  Between  all  stations,  the  distance  between  which  shall 
exceed  one  hundred  and  fifty  miles,  but  shall  not  exceed  three 
hundred  miles,  eighty-five  cents. 

3rd.  Between  all  stations,  the  distance  between  which  shall 
not  exceed  three  hundred  miles,  one  dollar  and  twenty-five 
cents. 

•  4th.  Provided,  however,  that  between  New  York  and  Buffalo 
or  Suspension  Bridge  (and  vice  versa)  the  rate,  except  in  the 
trains  named  in  Article  3,  shall  be  one  dollar  and  fifty  cents 
(but  between  termini  $1.50). 

Sixth. — The  said  express  company  shall  have  the  right  to 
send  one  man  as  messenger  or  agent  on  each  train  on  which 
any  freight  shall  be  transported  by  said  railroad  company 
under  this  agreement,  which  man  shall  ride  in  the  car  with 
such  freight,  and  shall  have  the  charge  of  such  freight. 

Seventh. — All  freight  or  property  transported  or  to  be  trans- 
ported by  said  railroad  company  under  this  agreement,  shall 
be  loaded  and  unloaded  by  said  express  company,  and  at  its  own 
risk  and  expense,  and  all  such  freight  or  property,  whether, 
under  the  charge  of  a  messenger  or  agent  of  said  express 
company  or  not,  and  all  the  messengers  or  agents  sent  by  said 
express  company  in  charge  of  such  freight  or  property,  shall 
be  carried  by  said  railroad  company  wholly  and  entirely  at  the 
risk  of  said  express  company,  and  said  express  company  agrees 
to  indemnify  and  save  harmless  said  railroad  company  from 
and  against  each  and  every  claim,  and  all  claims  for  damages 
to  such  freight  or  property,  or  to  such  messengers  or  agents,  or 
to  any  or  either  of  them,  when  being  so  carried  or  otherwise, 
whether  such  damage  shall  be  caused  by  the  negligence  of  said 
railroad  company,  or  of  its  agents  or  servants,  or  otherwise. 

Eighth. — Except  so  far  as  freight  may  be  loaded  into  or  un- 
loaded from  baggage  curs  by  said  express  company,  in  the 
passenger  depot  of  said  railroad  company,  said  express  com- 
pany shall  deliver  all  loaded  cars  to  be  transported  from  Now 
York  by  said  railroad  company,  under  this  agreement,  on  the 
main  track  of  the  railroad  of  said  railroad  company,  in  Hud- 
son Street,  south  of  St.  John's  Park,  in  the  City  of  New  York, 
and  at  the  corner  of  Jay   and  Hudson  streets,  in   said  City, 
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and  shall  receive  from  said  railroad  company  at  the  same 
points  all  the  loaded  cars  transported  to  New  York  under  this 
agreement. 

Ninth. — The  said  express  company  agrees,  in  consideration 
of  the  premises,  and  of  the  several  covenants  of  said  railroad 
company,  herein  contained,  to  carry  for  said  railroad  com- 
pany, without  charge,  and  at  the  risk  of  said  express  company, 
all  packages  of  money,  and  all  packages  and  items  of  what  is 
commonly  called  "express  matter,"  pertaining  to  the  ordinary 
business  of  said  railroad  company,  between  its  officers,  (in- 
cluding Boston  and  officers  it  may  have  at  places  west  of  this 
State  where  said  express  company  shall  have  agencies) 

Tenth. — It  is  mutually  understood  and  agreed  that  the  said 
railroad  company  may  make  such  arrangements  as  it  choses, 
with  any  other  party  or  parties,  for  the  transportation  of  news- 
papers and  periodicals  ;  and  it  is  further  understood  and 
agreed  that  said  railroad  company  shall  make  no  arrange- 
ments with  any  other  person,  persons,  or  company,  for  d3ing 
a  business  over  its  railroad  similar  to  that  herein  provided 
for,  except  upon  the  same  terms  as  herein  specified. 

Eleventh. — This  arrangement  is  to  take  the  place  of  all  other 
contracts  now  or  heretofore  existing  between  the  said  compa- 
nies, or  between  the  said  express  company  and  either  The 
New  York  Central  Railroad  Company,  or  "  The  Hudson  Eiver 
Railroad  Company  ;  "  but  said  express  company  is  not  thereby 
to  be  released  from  any  covenants  to  indemnify  contained  in 
any  or  either  of  such  contracts. 

Twelfth. — This  agreement  shall  take  effect  on  the  16th  day 
of  April,  1872,  and  shall  continue  in  force  until  the  first  day  of 
May,  1873,  and  thereafter  until  terminated  by  notice,  which 
notice  shall  be  in  writing,  and  shall  be  given  thirty  days  pre- 
vious to  the  time  named  herein  as  the  time  when  this  agree- 
ment shall  terminate ;  such  notice  may  be  given  by  either 
party  hereto,  .and  may  be  served  by  the  party  giving  it  on 
either  the  President,  Yice- President,  or  General  Superintend- 
ent of  the  other  ;  but  any  termination  of  this  agreement  shall 
not  release  said  express  company  from  any  covenants  to  in- 
demnify that  are  herein  contained. 

In  Witness  Whereof  the  said  companies  have  caused  these 
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presents  to  be  signed  by  their  respective  Presidents  the  day 
and  year  first  above  written. 

(Signed)         The  New  York  Central  & 

Hudson  Eiver  E.  E.  Co., 

By  Wm.  H.  Vanderbilt. 

V.  P. 
(Signed)        The  American  Merchants' 

Union  Express  Co., 
By  Alex.  Holland, 

Treas. 

New  Yoke,  Dec.  1,  1872. 

The  following  charges  in  the  agreement  between  the  "  New 
York  Central  &  Hudson  Eiver  Bailroad  Company "  and  the 
"American  Merchants'  Union  Express  Company,"  dated  April 
15th,  1872,  have  been  consented  to,  to  take  effect  Dec.  1,  1872. 

1st.  The  same  rate  (1.22  per  100  lbs.)  to  be  charged  on 
through  east  bound  freight,  Buffalo  or  Bridge,  to  New  York  per 
passenger  trains  on  N.  Y.  Central  and  slow  trains  on  Hudson 
Eiver,  as  is  now  charged  on  through  west  bound  New  York  to 
Buffalo  or  Bridge  by  same  trains.  In  case  of  detention  of 
cars  containing  east  bound  freight,  whereby  they  miss  the  con- 
nection at  Albany  with  slow  trains  on  Hudson  Eiver  division, 
such  cars  will  be  sent  on  other  trains  at  the  option  of  this 
company. 

2d.  The  following  articles,  viz.  :  eggs  in  barrels,  butter, 
cheese,  poultry,  and  fresh  fruits,  and  fresh  fish  from  Buffalo 
and  Suspension  Bridge,  and  stations  between  those  points  and 
Syracuse  to  be  carried  at  the  rate  of  $1  per  100  lbs.,  and 
oysters  from  N.  Y.  to  Buffalo  and  Bridge  at  same  rate. 

3d.  For  all  local  freight  between  New  York  and  Pougbkeep- 
sie  or  between  those  points  and  intermediate  points,  or  from 
any  point  to  any  other  point  between  New  York  and  Pough- 
keepsie  the  rate  of  25  cents  per  100  lbs.,  profits  derived  on  this 
section  to  be  equally  divided  between  the  railroad  company 
aiid  the  express  company. 

4th.  To  subdivide  the  shortest  distance  now  named  in  con- 
tract of  150  miles,  making  it  seventy-five  miles,  and  charging 
therefor  the  rate  of  30  cents  per  100  lbs.,  for  from  one  to 
seventy-five  miles  inclusive  on  all  portions  of  the  line  except- 
ing between  New  York  and  Poughkeepsie  as  named, 
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Exhibit  JVo.  10.— June  18,  1879. 

American  Express  Company  Amendment. 

December  11, 1875. 
J.  P.  Desmazes,  Esq.,  Genl.  Ft.  Acct. 

Dear  Sir, — In  contract  with  the  American  Express  Co., 
dated  Dec.  1st,  1872,  the  2d  clause  reads  as  follows : 

2d.  The  following  articles,  viz.:  eggs  in  bbls.,  butter,  cheese, 
poultry,  fresh  fruits  and  fresh  fish,  from  Buffalo  and  Susp'n 
Bridge,  and  stations  between  those  points  and  Syracuse,  to  be 
carried  at  the  rate  of  $1.00  per  100  lbs.,  and  oysters  from 
New  York  to  Buffalo  and  Bridge  at  same  rates; 

This  clause  has  been  amended  to  take  effect  December  9th, 
1875,  as  follows  : 

2d.  The  following  articles,  viz.,  eggs  in  bbls.,  butter,  cheese, 
poultry,  fresh  fruits  and  fresh  fish  from  points  west  of  Buffalo, 
and  Susp'n  Bridge,  to  be  carried  to  New  York  at  70  cents  per 
100  lbs.,  this  being  the  N.  Y.  C.  &  H.  B.  proportion  of  $1.50 
per  100  lbs.,  Chicago  to  New  York,  and  from  points 
west  of  Buffalo  and  Susp'n  Bridge  to  Albany  (for  Boston  busi- 
ness), at  66  cents  per  100  lbs.  for  the  same  kind  of  freight. 

The  rate  of  $1.00  per  100  lbs.  on  same  class  of  freight  from 
Buffalo  and  Susp'n  Bridge,  and  stations  between  those  points 
and  Syracuse,  and  oysters  from  New  York  to  Buffalo  and 
Bridge,  to  remain  the  same  as  heretofore. 

(Signed.) 

J.  P.  Chambers, 
For  V.  P. 

Oct.  22,  1877. 
J.  P.  Chambers,  Esq.,  G.  Aud'r. 

In  order  to  allow  the  American  Express  Co.  to  meet  com- 
petition of  the  United  States  Express  Co.  for  the  grape  traffic 
in  the  vicinity  of  Canaudaigua,  and  destined  to  Boston  and  New 
England,  I  have  made  rate  with  them  for  this  season,  Canau- 
daigua to  Albany,  66|  cents  per  100  lbs.,  which  is  based  upon 
their  present  special  rate  of  $1.00.  Will  you  please  instruct 
Mr.  Desmazes  accordingly. 

(Signed.) 

J.  H.  Butter, 
G.  T.  Manager. 
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December  24,  1877. 
J.  0.  Fargo,  Esq.,  G.  Supt.  Am.  Ex.  Co. 

Dear  Sir, — In  order  to  allow  you  to  meet  competition  of 
wagon  expresses,  we  will  make  the  following  rates  to  take  ef- 
fect January  1st,  1878 : 

Between  New  York  and  Yonkers  and  intermediate  points, 
15  cents  per  100  lbs. ;  between  Albany  and  Schenectady,  15 
cents  per  100  lbs. ;  between  Syracuse,  Skaneatales  and  inter- 
mediate points,  15  cents  per  100  lbs. 

The  general  terms  of  your  contract  with  this  company  to  re- 
main in  full  force,  the  above  changes  being  revocable  at  the 
will  of  this  company. 

(Signed)        J.  H.  Butter, 

G.  T.  Manager. 

March  26th,  1878. 
J.  C.  Fabgo,  Esq.,  Gen.  Supt.,  etc. 

Dear  Sir, — In  order  to  permit  your  company  to  meet  the 
competition  of  the  D.  L.  &  W.  It.  It.  Express  on  the  fish  ton- 
nage of  Lake  Ontario,  your  rate  on  this  particular  tonnage  will 
be  until  further  notice,  from  Syracuse,  Rome  and  Utica,  fifty 
(50)  cents  per  100  lbs.  to  New  York,  the  rate  to  take  effect 
April  1st. 

This  reduction  of  rate  not  to  affect  any  other  portion  of  your 
contract  with  this  company. 

(Signed)        J.  H.  Eutter, 

G.  T.  Manager. 


N.  Y.  C.  Exhibit  ]Vo.  l.-June  19,  1879. 

Agreement  between  the  Albany  and  Schenectady  Rail  Road 
Company,  the  Schenectady  and  Troy  Rail  Road  Company,  the 
Utica  and  Schenectady  Rail  Road  Company,  the  Mohawk  Val- 
ley Bail  Road  Company,  the  Syracuse  and  Utica  Rail  Road  Com- 
pany, the  Syracuse  and  Utica  Direct  Rail  Road  Company,  the 
Rochester  and  Syracuse  Rail  Road  Company,  the  Buffalo  and 
Rochester  Rail  Road  Company,  the  Rochester,  Lockport  and 
Niagara  Falls  Rail  Road  Company,  and  the  Buffalo  and  Lock- 
port  Rail  Road  Company ;  whereby  the  said  companies  are  con- 
solidated into  one  corporation,  under  the  name  of  "  The  New 
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York  Central  Rail  Road  Company,"  in  pursuance  o  an  Act  of 
the  Legislature  of  the  State  of  New  York,  entitled,  "  An  Act 
to  Authorize  the  Consolidation  of  certain  Rail  Road  Com- 
panies" passed  April  2d,  one  thousand  eight  hundred  and  fifty- 
three.    ' 

Agreement  made  this  seventeenth  day  of  May,  in  the  year 
one  thousand  eight  hundred  and  fifty-three,  between  the  Al- 
bany and  Schenectady  Rail  Road  Company,  the  Schenectady 
and  Troy  Rail  Road  Company,  the  Utica  and  Schenectady  Rail 
Road  Company,  the  Mohawk  Valley  Rail  Road  Company,  the 
Syracuse  and  Utica  Rail  Road  Company,  the  Syracuse  and 
Utica  Direct  Rail  Road  Company,  the  Rochester  and  Syracuse 
Rail  Road  Company,  the  Buffalo  and  Rochester  Rail  Road 
Company,  the  Rochester,  Lockport  and  Niagara  Falls  Rail 
Road  Company,  and  the  Buffalo  and  Lockport  Rail  Road 
Company,  all  bodies  corporate,  existing  under  the  laws  of  the 
State  of  Sew  York. 

"Whereas,  by  an  act  of  the  Legislature  of  the  said  State  of  New 
York,  passed  on  the  second  day  of  April,  one  thousand  eight 
hundred  and  fifty-three,  entitled  "An  Act  to  Authorize  the  Con- 
solidation of  certain  Rail  Road  Companies,"  the  several  com- 
panies above  named  or  any  two  or  more  of  them  were  thereby 
authorized  at  any  time  to  consolidate  such  companies  into  a 
single  corporation,  in  the  manner  therein  mentioned,  as  on 
reference  to  the  said  act  will  more  fully  appear. 

And  whereas,  negotiations  have  heretofore  been  entered  into 
by  and  between  the  said  several  companies,  for  the  purpose 
of  effecting  their  consolidation  into  a  single  corporation,  as  au- 
thorized by  the  said  act  of  the  Legislature,  and  the  same  has 
been  agreed  upon,  on  the  terms  and  conditions  hereinafter 
mentioned  and  contained. 

Now,  therefore,  this  agreement  made  by  and  between  the 
several  companies  above  named,  under  and  in  virtue  of  the 
authority  conferred  upon  them  by  the  act  of  the  Legislature 
aforesaid,  Witnesseth,  That  the  said  several  companies  herein 
before  named,  do  agree,  and  each  for  itself  severally  doth 
hereby  agree,  that  the  said  several  companies  or  bodies  shall 
be  consolidated  into  and  form  one  corporation,  under  the 
name  of 

The  New  York  Central  Rail  Road  Company, 
which  shall  continue  for  the  term  of  five  hundred  years  from 
its  commencement. 
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And  in  pursuance  of  the  said  .act  of  the  Legislature,  the 
parties  hereto  do  hereby  prescribe  the  following  terms  and 
conditions  of  the  said  consolidation,  and  do  respectively  agree 
thereto,  and  to  the  mode  of  carrying  the  same  into  effect,  as 
herein  provided  for. 

Article  1.  The  directors  of  the  said  new  corporation  shall 
be  thirteen  in  number.  The  first  election  of  directors  shall  be 
held  at  the  City  Hall  in  the  City  of  Albany,  on  Wednesday, 
the  sixth  day  of  July  next,  between  the  hours  of  twelve  o'clock 
noon  and  three  o'clock  in  the  afternoon  of  that  day.  Notice  of 
the  time  and  place  of  the  said  election  shall  be  given  at  least 
thirty  days  previously  thereto,  by  the  Presidents  of  the  respec- 
tive companies,  parties  hereto,  in  the  State  paper,  and  in  at 
least  one  newspaper  published  in  each  of  the  cities  of  New 
York,  Boston,  Albany,  Schenectady,  Utica,  Syracuse,  Auburn, 
Bochester  and  Buffalo. 

The  following  persons,  to  wit,  Henry  H.  Martin,  George 
Dexter  and  Rufus  G.  Beardslee,  of  the  City  of  Albany,  all 
stockholders  in  some  one  or  more  of  the  said  companies,  are 
hereby  appointed  inspectors' of  the  said  election,  to  perform 
the  usual  duties  required  by  law  in  such  cases.  The  inspector 
or  inspectors  attending  at  the  time  and  place  fixed  for  the 
election  shall  have  power  to  fill  any  vacancy  occasioned  by 
the  non-attendance  of  any  one  or  more  of  their  number.  Any 
person  so  appointed  to  fill  a  vacancy  must  be  a  stockholder  in 
some  one  of  the  companies,  parties  hereto.  Should  neither  of 
the  inspectors  attend  at  the  time  and  place  appointed  for  the 
election,  the  stockholders  present  at  the  hour  fixed  for  opening 
the  polls,  shall  have  power  by  the  vote  of  a  majority  in  number 
of  those  present,  to  choose  three  persons,  being  stockholders 
in  one  or  more  of  the  said  companies,  who,  or  any  two  of  whom, 
shall  have  power  to  act  as  the  inspectors  of  the  said  election. 
There  shall  be  chosen  at  the  said  election  three  persons  as 
inspectors  at  the  next  succeeding  election  of  directors,  as  re- 
quired by  law.  All  stockholders  in  the  several  companies, 
parties  to  this  agreement,  shall  have  the  right  to  vote  at  the 
said  election,  in  person  or  by  proxy,  and  shall  severally  be  en- 
titled to  two  votes  for  each  share  of  stock  (being  one  hundred 
dollars  at  par)  held  by  such  stockholders,  in  either  or  any  of 
the  said  companies,  except  as  to  the  Buffalo  and  Bochester 
Bail  Boad  Company,  the  shares  in  which  being  fifty  dollars 
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each,  one  vote  shall  only  be  allowed  for  each  share  of  stock  in 
the  said  company.  The  thirteen  persons  being  stockholders 
in  some  one  or  more  of  the  said  companies,  parties  hereto, 
receiving  a  majority  of  votes  at  the  said  election,  shall  be  the 
first  directors  of  the  said 

"The  New  Yoek  Oenteal  Kail  Eoad  Company." 

In  the  event  of  a  failure  to  elect  the  said  directors,  or  any 
one  or  more  of  the  number,  by  a  majority  vote  on  the  first 
ballot,  the  said  inspectors  shall,  immediately  after  canvassing 
the  votes  and  ascertaining  the  result,  again  open  the  polls  of 
the  said  election,  for  the  election  of  the  said  directors,  or  of 
such  number  of  them  as  may  not  have  been  chosen  on  the 
first  ballot,  as  aforesaid,  and  shall  keep  the  polls  of  the  said 
election  open  for  at  least  one  hour,  and  until  all  the  stock- 
holders present  or  represented  and  wishing  to  vote  shall 
have  voted ;  and  the  person  or  persons  receiving  a  ma- 
jority of  votes  on  the  said  second  ballot  shall  be  declared 
elected.  If  the  choice  of  directors  shall  not  be  completed 
on  the  second  balloting,  either  as  to  the  whole  or  any  por- 
tion of  the  number  remaining  to  be  chosen  as  aforesaid,  as 
many  more  ballotings  shall  be  had  as  may  be  necessary  to 
offect  such  choice ;  which  balloting  shall  severally  be  con- 
ducted on  the  same  principles  as.  the  second  balloting, 
excepting  that  after  the  second  balloting  a  plurality  of 
votes  only  shall  be  necessary  to  an  election.  If,  how- 
ever, after  four  ballotings  it  shall  so  happen  that  a  por- 
tion of  the  directors  shall  have  been  chosen,  no  further  bal- 
lotings shall  be  had,  but  the  persons  so  chosen,  or  a  majority 
of  them,  shall  with  as  little  delay  as  may  be,  fill  up  and 
complete  the  board  by  the  choice  of  such  persons  being  stock- 
holders in  some  one  or  more  of  the  said  companies,  as  they 
may  see  fit.  The  directors  chosen  in  pursuance  of  this  article 
shall  hold  their  offices  until  the  annual  election  of  directors  in 
the  said  new  corporation,  to  be  held  in  the  year  one  thousand 
eight  hundred  and  fifty-four,  as  hereinafter  provided  for,  and 
until  others  shall  have  been  elected  in  their  places. 

Akt.  2.  The  directors  of  the  said  new  corporation  shall  there- 
after be  chosen  annually,  on  the  second  Wednesday  of  Decem- 
ber, in  each  year,  after  the  present  year,  one  thousand  eight 
hundred  and  fifty-three,  by  a  majority  of  the  votes  of  the  stock- 
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holders  voting  at  such  election  in  such  manner  as  may  be  pre- 
scribed in  the  by-laws  of  the  corporation,  and  the}'  may  and 
shall  continue  to  be  directors  until  others  are  elected  in  their 
places.  In  the  election  of  directors,  each  stockholder  shall  be 
entitled  to  one  vote  for  each  share  of  stock  held  by  such  stock- 
holder. Vacancies  in  the  board  of  directors  shall  be  filled  in 
such  manner  as  shall  be  prescribed  by  the  by-laws  of  the  cor- 
poration. At  each  election  of  directors,  three  inspectors  of 
election  shall  be  chosen  for  the  next  annual  election  of  directors 
as  required  by  law.  No  person  shall  be  a  director,  unless  he 
shall  be  a  stockholder,  as  required  by  the  general  railroad  law. 

Akt.  3.  The  capital  stock  of  the  said  new  corporation  being 
limited  by  the  act  aforesaid,  to  the  aggregate  amount  of  the 
capitals  of  the  several  companies  thus  consolidated,  the  re- 
spective parties  hereto  do  severally  agree  and  declare  that  the 
capital  stock  of  the  said  corporations  respectively,  together 
with  the  amount,  if  any,  of  outstanding  bonds  legally  issued  by 
the  said  several  corporations,  with  the  right  or  privilege  to  the 
holders  thereof  to  convert  the  same  into  the  capital  stock  of 
such  companies  respectively  at  par,  on  surrender  of  the  said 
bonds,  and  on  the  terms  therein  mentioned,  are  as  follows : 

The  present  actual  paid  up  capital 
stock  of  the  Albany  and  Schenec- 
tady Bail  Road  Company,  divided 
into  shares  of  $100  each,  is  one  mil- 
lion five  hundred  and  thirty-five 
thousand  eight  hundred  dollars ....  fl^S^OO 

The  amount  of  the  principal  of  the 
bonds  of  the  said  company  convert- 
ible into  stock  thereof,  as  aforesaid, 
now  outstanding  and  unpaid,  is 
eighty-six  thousand  dollars $86,000 

The  present  actual  paid  up  capital 
stock  of  the  Schenectady  and  Troy 
Bail  Road  Company,  divided  into 
shares  of  $100  each,  is  six  hundred 
and  fifty  thousand  dollars . 650,000 

The  present  actual  paid  up  capital 
stock  of  the  Utica  and  Schenectady 
Rail  Road  Company,  divided  into 
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shares  of  $100  each  is  four  million 

five  hundred  thousand  dollars   .  $4,500,000 

The  present  actual  capital  stock  of 
the  Mohawk  Valley  Kail  Koad  Com- 
pany, divided  into  shares  of  $100 
each,  and  on  which  $10  per  share 
has  been  paid,  leaving  $90  per  share 
remaining  unpaid,  is  one  milion  five 
hundred  and  seventy-five  thou- 
sand dollars 1,575,000 

The  present  actual  paid  up  capital 
stock  of  the  Syracuse  and  Utica  Rail 
Road  Company,  divided  into  shares 
of  $100  each,  is  two  million  sew  en 
hundred  thousand  dollars   2,700,000 

The  present  actual  capital  stock  of 
the  Syracuse  and  Utica  Direct  Rail 
Road  Company,  divided  into  shares 
of  $100  each,  and  on  which  $10  per 
shares  haw  been  paid,  leaving  $90 
per  share  remaining  unpaid,  is  sis 
hundred  thousand  dollars 600,000 

The  present  actual  paid  up  capital 
stock  of  the  Rochester  and  Syracuse 
Rail  Road  Company,  divided  into 
.  shares  of  $100  each,  is  five  million 
six  hundred  and  six  thousand  and 
seven  hundred  dollars 5,606,700 

The  amount  of  the  principal  of  the 
bonds  of  the  said  company  convert- 
ible into  stock  thereof  as  aforesaid 
now  outstanding  and  unpaid  is  two 
thousand   dollars 2,000 

The  present  capital  stock  of  the  Buf- 
falo and  Rochester  Rail  Road  Com- 
pany, is  three  millions  of  dollars, 
divided  into  shares  of  $50  each,  the 
sum  of  $50  per  share  remaining  to 
be  paid  ou  14,375  of  the  said  shares  3,000,000 

The  present  actual  paid  up  capital 
stock  of  the  Rochester,  Lockport  and 
5 


Niagara  Falls  Kail  Road  Company, 

divided  into  shares  of  $100  each,  in 

addition    to   the   liability    to  issue 

$150,,0U0  more  to  the  Rochester  and 

Lake  Ontario  Rail  Road  Company, 

under  an  agreement  between  the  two 

companies,  is  two   million  and  six- 
teen thousand  one  hundred  dollars  2,016,100 
The  amount  of  the  bonds  of  the  said 

company,    convertible     into    stock 

thereof  as  aforesaid,  now  outstand- 
ing and  unpaid,  is  one  hundred  and 

thirty-nine  thousand  dollars 139,000 

The   present  actual  paid   up   capital 

stock   of  the  Buffalo  and  Lockport 

Rail  Road   Company,  divided  into 

shares  of  ftli/0  each,  is  sis  hundred 

and  seventy-five  thousand  dollars .  675,000 


$227,000    $22,858,600 
227,000 


$■23,085,600 


Forming  an  aggregate  present  capital  of  twenty-two  mil- 
lions eight  hundred  and  fifty-eight  thousand  six  hundred  dol- 
lars, subject  to  be  increased  by  the  conversion  into  stock  of 
the  said  convertible  bonds  the  sum  of  two  hundred  and 
twenty-seven  thousand  dollars ;  making  in  all  the  sum  of 
twenty-three  millions  and  eighty-five  thousand  six  hundred 
dollar.--. 

The  capital  stock  of  the  said  new  corporations  is  therefore 
fixed,  pursuant  to  the  said  act  of  the  Legislature,  at  the  afore- 
said aggregate  sum  of  twenty-two  millions  eight  hundred  and 
fifty-eight  thousand  six  hundred  dollars  ($^2,S58,600),  to  be 
divided  into  two  hundred  and  twenty-eight  thousand  five 
hundred  and  eighty-six  (228,586)  shares,  of  one  hundred  dollars 
each  ;  such  capital  being  subject  to  be  increased  by  the"  con- 
version into  stock  of  the  principal  of  the  outstanding  bonds 
from  time  to  time,  so  that  the  same  shall  not,  when  all  the 
said  bonds  shall  be   converted,  exceed   the   sum   of  twenty- 
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THREE  MILLIONS  AND  EIGHTY-FIVE  THOUSAND  SIX  HUNDRED  DOL- 
LARS ($23,085,600),  to  be  divided  into  two  hundred  and  thirty- 
thousand  eight  hundred  and  fifty-six  shares,  of  oue  hundred 
dollars  each. 

Art.  4.  The  said  capital  stock  shall  be  distributed  rateably 
to  and  among  the  several  stockholders  iu  the  companies, 
parties  hereto,  so  that  every  stockholder  in  each  of  the  present 
companies  shall  receive  in  place  of  the  stock  now  held  by 
such  stockholder,  the  like  number  of  shares  at  par  in  the  cap- 
ital stock  of  the  new  corporation,  except  as  to  the  stock- 
holders in  the  Buffalo  and  Rochester  Eail  Road  Company,  the 
shares  in  which  being  fifty  dollars  each,  the  holder  of  every 
two  shares  of  that  stock,  rejecting  all  odd  shares  or  fractions 
of  fifty  dollars,  shall  be  entitled  to  one  share  in  the  new  cor- 
poration. The  stock  representing  the  aggregate  of  the  said 
fractions  or  parts  of  less  than  one  hundred  dollars  each  shall  be 
sold  at  auction,  and  the  proceeds,  adding  the  proper  allowance 
made  to  the  stockholders  of  the  said  company  for  its  propor- 
tion of  the  differences  in  value  hereinafter  referred  to,  shall 
be  divided  rateably  among  the  stockholders  to  whom  the  said 
fractional  parts  belonged ;  or  if  the  holders  of  any  of  the  said 
fractional  parts  so  prefer,  the  new  corporation  will  pay  and  al- 
low at  the  rate  of  par  for  the  said  fractions,  and  receive  for  its 
own  use  the  portion  of  the  proceeds  of  the  sale  at  auction,  as 
before  provided  for,  which  such  stockholder  would  otherwise 
have  been  entitled  to  receive.  > 

Art.-  5.  The  amount  of  the  bond  or  funded  debts  other  than 
the  convertible  bonds  above  mentioned  due  from  the  said 
several  companies,  parties  hereto,  who  are  thus  indebted,  and 
which,  as  well  as  the  said  convertible  bonds  which  may  not  be 
converted  into  stock,  the  said  new  corporation  is  to  assume 
and  pay,  is  hereby  declared  and  fixed  by  each  company  so 
indebted,  severally  for  itself,  as  follows: 

The  Albany  and  Schenectady  Rail  Road  Com- 
pany, two  hundred  and  twenty-six  thousand 
eight  hundred  and  twenty-three  dollars  and 
sixty-two  cents , $226,823  G2 

The  Schenectady  and  Troy  Rail  Road  Company, 

one  hundred  .thousand  dollars 100,000  00 

The  interest  on  which  to  1st  March,  1858,  is 
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to  be  paid  by  the  Corporation  of  the  City  of 
Troy. 

The  Syracuse  and  Utica  Rail  Road  Company,  one 
hundred  and  twenty-six  thousand  dollars,  at 
seven  per  cent,  interest,  payable  semi-annually, 

principal  payable  in  1S54 126,000  00 

The  Rochester  and  Syracuse  Rail  Road  Company, 
seven  hundred  and  fifty-six  thousand  dollars..  756,000  00 
Four  hundred  thousand  dollars  is  due  for 
State  stock  issued  for  the  company,  subject  to  a 
deduction  of  seventy-one  thousand  six  hundred 
and  fifty-two  dollars  and  twenty-three  cents,  the 
amount  of  the  sinking  fund  in  the  hands  of  the 
Comptroller,  leaving  the  balance  of  the  whole 
debt  the„arnount  above  stated. 
The  Buffalo  and  Rochester  Rail  Road  Company, 

two  hundred  thousand  dollars 200,000  00 

One  hundred  thousand  dollars  of  this  amount 

t 

is  due  to  the  State,  for  State  stock  issued  at  five 
and  a  balf  per  cent,  interest ;  to  apply  in  reduc- 
tion of  which,  the  Comptroller  holds  a  sinking 
fund,  amounting  to  about  twenty-three  thousand 
dollars,  which  leaves  the  actual  debt  about  one 
hundred  and  seventy-seven  thousand  dollars. 
The  Rochester,  Lockport  and  Niagara  Falls  Rail 
Eoad  Company,  four  hundred  and  seventy-six 
thousand  dollars,  all  at  seven  per  cent  interest.      476,000  00 

The  respective  companies  are  to  pay  all  the  interest  due  or 
which  may  accrue  on  their  said  indebtedness  up  to  the  first 
day  of  May,  one  thousand  eight  hundred  and  fifty-three. 

Art.  6.  All  the  indebtedness  and  liabilities,  direct  and  con- 
tingent, existing  against  either  of  the  parties  hereto,  at  the 
close  of  business  on  the  thirtieth  day  of  April  last,  including 
the  wages  of  all  laborers,  workmen,  agents  and  officers  to  the 
end  of  that  month,  other  than  the  bonds  or  funded  debt  here- 
inbefore referred  to,  are  to  be  paid  and  liquidated  by  the 
respective  parties,  or  the  Trustees  who  may  settle  their  affairs 
as  hereinafter  mentioned,  out  of  their  own  assets  respectively, 
which  do  not  pass  to  or  vest  in  the  new  corporation,  and  are 
not  to  be  chargeable  in  any  way  upon  the  said  new  corporation. 
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But  this  shall  not  extend  to  any  indebtedness  for  engines,  cars, 
machinery  or  supplies  contracted  for  by  any  of  the  parties  pre- 
viously to  the  said  thirtieth  day  of  April  last,  and  not  then 
delivered  ;  but  such  engines,  cars,  machinery  or  supplies  shall 
be  paid  for  by  the  new  corporation  on  receiving  the  same,  or 
on  the  proper  performance  of  any  contract  therefor ;  but  no 
company  having  made  any  partial  payment  on  account  of  any 
engines,  cars,  machinery  or  supplies  as  aforesaid  before  the 
said  thirtieth  day  of  April  last,  shall  be  in  any  way  entitled  to 
be  refunded  for  the  same  by  the  Dew  corporation. 

Art.  7.  The  Trustees  of  each  and  every  party  hereto  to  be 
appointed  as  hereinafter  provided  for,  shall  account  for  and 
pay  over  to  the  said  new  corporation,  without  delay,  after  the 
first  election  of  directors  thereof  as  herein  before  provided  for, 
all  the  moneys  which  shall  have  been  received  by  the  company 
of  which  they  are  Trustees  for  the  transportation  of  passen- 
gers and  freight,  and  all  other  income  and  receipts  of  every 
kind,  arising  from  business  transacted,  sales  made  or  other- 
wise, subsequent  to  the  said  thirtieth  day  of  April  last  (ex- 
cept for  calls  on  stock,  made  previous  to  that  time),  and  shall 
be  credited  and  allowed  all  payments  out  of  said  moneys 
properly  make  in  carrying  on  and  conducting  the  business 
operations  of  the  said  company,  subsequent  to  the  said  thir-' 
tieth  day  of  April  last,  and  np  to  the  time  of  such  accounting 
and  payment.  TheRochester  and  Syracuse  Rail  Road  Company 
shall  also  be  credited  with  the  amount  which  shall  have  been 
expended  by  them  in  constructing  and  equipping  their  straight 
line  road  between  Syracuse  and  Rochester,  not  included  in  the 
foregoing  statement  of  their  capital  stock  and  indebtedness, 
such  amount  being  estimated  at  one  hundred  and  fifteen  thou- 
sand nine  hundred  and  twelve  dollars,  but  not  in  any  event  to 
exceed  the  sum  of  one  hundred  and  twenty  thousand  dollars. 

Abt.  8.  The  parties  hereto  respectively  shall  be  authorized 
to  retain  for  the  payment  of  their  indebtedness  and  liabilities 
hereinbefore  agreed  to  be  paid  and  discharged  by  them  re- 
spectively, and  for  division  and  distribution  as  may  be  author- 
ized by  law  should  any  surplus  remain,  all  moneys  which  they 
had  on  hand  on  the  said  thirtieth  day  of  April  last,  all  amounts 
and  debts  due  to  them  on  that  day,  including  payments  or  in- 
stallments on  stock  called  for  before  that  time  and  payable 
previously  to  the  date  hereof,  and  all  stocks  and  securities  for 
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the  payment  of  money  which  they  then  held.  Each  of  the 
companies,  parties  hereto,  in  order  to  carry  out  the  forego- 
ing provision  in  this  article  contained,  shall,  before  the  first 
election  of  directors  for  the  said  new  corporation  takes  place 
as  hereinbefore  provided  for,  assign  and  transfer  to  its  direct- 
ors in  office  at  the  time,  or  to  such  of  them,  or  to  such  other 
person  or  persons  as  they  may  deem  proper,  all  the  moneys, 
demands,  debts,  stocks  and  property  ivhich  sucb  company  is 
entitled  to  hold  and  retain  as  hereinbefore  in  this  article  men- 
tioned, in  trust  for  the  purposes  aforesaid,  with  such  covenants 
and  provisions  in  the  said  transfers  respectively,  as  each  com- 
pany shall  deem  best  and  most  expedient,  in  order  to  provide 
for  the  extinguishment,  with  as  little  delay  as  may  be,  of  the 
debts  and  liabilities  of  the  said  companies  respectively,  and  for 
the  division  of  the  residue  of  the  said  funds,  demands  and 
property,  and  the  proceeds  thereof  to  and  among  the  stock- 
holders of  the  said. respective  companies,  according  to  their 
respective  rights  and  interests. 

The  several  companies  shall  also  assign  to  the  said  Trustees 
all  the  moneys  received  by  or  due  to  them  respectively,  and 
which,  under  the  seventh  article  hereof,  are  to  be  accounted 
for  and  paid  over  to  the  new  corporation,  in  order  that  the 
said  Trustees  may,  without  delay,  account  for  and  pay  the 
same  to  the  new  corporation  as  required  by  the  said  seventh 
article. 

The  several  companies  shall  also  assign  to  the  said  Trustees 
all  sums  of  money  and  personal  assets,  which  by  any  of  the 
provisions  of  this  agreement  are  to  be  paid  to  or  accounted  for 
to  the  said  new  corporation,  to  the  end  that  such  payment  and 
accounting,  in  order  to  settle  all  questions  in  regard  thereto 
may  be  made  by  some  person  or  persons  acting  in  behalf  of 
the  parties  entitled  to  the  remaining  assets  of  the  said  com- 
panies, as  the  said  companies  will  then,  by  reason  of  their  be- 
ing merged  in  the  new  corporation,  have  ceased  to  exist  as 
bodies  corporate. 

Art.  9.  Several  of  the  companies,  parties  hereto,  being  the 
holders  and  owners  of  shares  in  the  capital- stock  of  the  Great 
Western  Sail  Road  Company,  Canada  West,  and  in  the  Buffalo 
and  State  Line  Rail  Eoad  Company,  subscribed  for  under  and 
in  virtue  of  acts  of  the  Legislature  of  this  State,  authorizing 
such  subscriptions,  and  it  being  considered  desirable  that  toe 
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new  corporation  should  continue  to  hold  the  said  stocks,  it  is 
hereby  agreed,  that  the  said  new  corporation  shall  take  a 
transfer  from  the  Trustees  of  the  respective  companies,  of  the 
stocks  so  held  by  them,  at  the  following  prices.  For  the  stock 
of  the  Great  Western  Rail  Eoad  Company,  Canada  West,  par 
(deducting  any  installments  remaining  unpaid),  and  all  accrued 
interest  thereon  allowed  by  the  company,  and  remaining  un- 
paid;  and  for  the  stock  of  the  Buffalo  and  State  Line  Rail  Road 
Company,  par  and  twenty  per  cent,  premium,  with  interest 
from  the  thirteenth  day  of  April  last,  that  being  the  market 
value  of  the  said  stock  on  that  day.  The  said  stocks  are  to 
be  paid  for  by  the  new  corporation,  in  cash,  before  the  first 
day  of  November  next,  with  interest  from  the  first  day  of  May 
instant,  as  to  the  stock  of  the  Great  Western  Rail  Road  Com- 
pany, and  with  interest  from  the  thirteenth  day  of  April  last, 
as  to  the  stock  of  the  Buffalo  and  State  Line  Bail  Road  Com- 
pany, or  at  the  election  of  the  new  corporation,  by  the  issue  of 
its  bonds  to  the  Trustees  of  the  several  companies  for  the 
amount  due  to  them  respectively,  payable  at  the  end  of  thirty 
years  from  the  first  day  of  May,  one  thousand  eight  hundred 
and  fifty-three,  with  interest  at  the  rate  of  six  per  cent,  per 
annum,  from  the  first  day  of  May,  and  the  said  thirteenth  day 
of  April,  1853,  as  the  case  may  be,  payable  semi-annually  on 
the  first  day  of  May  and  November  in  each  year,.on  the  sur- 
render of  the  respective  interest  warrants  to  be  appended  to 
the  said  bonds,  in  the  form  usual  in  such  cases,  and  both  prin- 
cipal an  1  interest  to  be  made  payable  in  the  City  of  New  York. 
The  amount  of  the  said  stocks  at  par  held  by  the  several  com- 
panies is  declared  by  each  company  for  itself  to  be  as  follows: 
The  Albany  find  Schenectady  RailRoad  Company  hold  twenty- 
five  thousand  dollars  of  the  stock  of  the  said  Great  Western 
Rail  Road  Company.  The  Utica  a»d  Schenectady  Rail  Road 
Company  hold  two  hundred  thousand  dollars  of  the  stock  of 
the  said  Great  Western  Rail  Road  Company.  The  Syracuse 
and  Utica  Rail  Road  Company  hold  seventy-five  thousand 
dollars  of  the  stock  of  the  said  Great  Western  RailRoad  Com- 
pany, and  sixty  two  thousand  three  hundred  dollars .  of  the 
stock  of  the  said  Buffalo  and  State  Line  Rail  Road  Company. 
The  Rochester  and  Syracuse  Rail  Road  Company  hold  one  hun- 
dred and  twenty-five  thousand  dollars  of  the  stock  of  the  said 
Great  Western  Rail  Road  Company,  and  one  hundred  and  five 
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thousand  five  hundred  dollars  of  the  stock  of  the  said  Buffalo 
and  State  Line  Rail  Road  Company.  The  Buffalo  and  Roches- 
ter Rail  Road  Company  hold  ninety-four  thousand  nine  hun- 
dred and  fifty  dollars  of  the  stock  of  the  said  Buffalo  and  State 
Line  Rail  Road  Company.  The  Rochester,  Lockport  and 
Niagara  Falls  Rail  Road  Company  hold  sixty-eight  thousand  five 
hundred  dollars  of  the  Stock  of  the  said  Great  Western  Rail 
road  Company. 

Art.  10.  The  Mohawk  Valley  Rail  Road  Company  agree  that 
the  Trustees  to  be  appointed  by  the  said  company,  as  herein 
provided  for,  shall  pay  over  to  the  said  new  corporation  with- 
out delay,  after  the  first  election  of  Directors  thereof,  as  herein 
provided  for,  the  amount  oi  the  first  installment  of  ten  per 
cent,  received  on  the  capital  stock  of  the  said  company,  being 
one  hundred  and  fifty-seven  thousand  five  hundred  dollars, 
deducting  therefrom  all  expenses  and  charges  paid  or  justly 
incurred  by  the  said  company. 

Art.  11.  The  Syracuse  and  Utica  Direct  Rail  Hoad  Company 
agree  that  the  Trustees  to  be  appointed  by  the  said  company 
as  herein  provided  for,  shall  pay  over  to  the  said  new  corpora, 
tion  without  delay,  after  the  first  election  of  Directors  thereof, 
as  herein  provided  for,  the  amount  of  the  first  installment  of 
ten  per  cent,  received  on  the  capital  stock  of  the  said  com- 
pany, being.sixty  thousand  dollars, deducting  therefrom  all  ex- 
penses and  charges  paid  or  justly  incurred  by  the  said  com- 
pany. 

Art.  12.  The  whole  of  the  amount  unpaid  on  the  capital 
stock  of  the  Buffalo  and  Rochester  Rail  Road  Company,  as 
herein  before  meutioued,  it  is  agreed,  shall  be  paid  to  the  new 
corporation.  It  is  understood,  however,  that  the  said  Buffalo 
and  Rochester  Rail  Road  Company  may  in  the  meantime  re- 
ceive a  payment  of  ten  |^r  cent,  on  the  said  stock  ;  and  the 
full  amount  of  any  moneys  which  may  be  so  received  by  the 
said  company  shall  be  paid  over  by  the  Trustees  to  be  ap- 
pointed by  the  said  company,  as  herein  provided  for,  to  the 
new  corporation,  without  delay. 

Art.  13.  The  certificates  of  stock  in  the  new  corporation  to 
be  given  to  the  parties  who  shall  be  stockholders  in  the  Mo- 
hawk Valley  Rail  Road  Company,  and  in  the  Syracuse  &  Utica 
Direct  Rail  Road  Company,  at  the  time  the  consolidation  shall 
take  effect,  in  place  of  those  held  by  them  in  the  said  com- 
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parries  respectively,  shall  state,  that  ten  dollars  only  on  each 
share  of  the  said  stock  has  been  paid,  and  that  the  sum  of  ninety 
dollars  per  share  remains  to  be  paid  thereon,  as  the  same  may 
be  called  for  by  the  directors,  and  be  in  other  respects  in  the 
form  nsual  in  such  cases.  The  certificates  to  be  given  to  the 
holders  of  the  stock  of  the  Buffalo  and  Eochester  Bail  Boad 
Company,  not  paid  for  as  aforesaid,  shall  conform  to  the  amount 
of  the  first  payment  on  the  said  stock,  if  any  shall  have  been 
made  as  herein  before  provided  for  before  the  said  consolida- 
tion shall  take  effect,  and  if  not,  to  the  amount  of  such  first 
payment,  when  the  same  shall  have  been  made.  It  is  also 
agreed  that  any  stockholder  holding  either  of  the  said  three 
stocks  in  this  article  mentioned,  may  at  any  time  before  the 
first  day  of  February  next,  pay  the  amount  remaining  due 
on  the  shares  so  held  by  him,  or  on  any  of  them,  with  interest 
at  the  rate  of  seven  per  cent,  per  annum,  from  the  first  day  of 
May  instant,  deducting  any  dividend  which  may  have  been 
paid  on  the  capital  stock  of  the  said  new  corporation,  pre- 
viously to  that  time,  should  any  have  been  paid,  and  shall 
thereupon  be  entitled  to  receive  a  certificate  for  full  stock  for 
the  shares  so  paid  for.  The  amount  remaining  unpaid  on  the 
three  stocks  referred  to  in  this  article  on  the  first  day  of  Feb- 
ruary next,  may  be  called  for  by  the  directors  in  the  usual 
manner,  at  any  time  after  that  period.  But  the  option 
to  pay  the  said  stocks  in  full  at  any  time  before  the  first 
day  of  February  next,  shall  not  prevent  the  directors .  of 
the  new  corporation  from  calling  for,  and  requiring  the 
payment  of  the  same,  or  of  any  of  them  at  any  time  before 
that  day,  should  they  deem  it  proper  so  to  do.  The  said  stock 
so  paid  in  part  shall  until  the  same  be  made  full  stock  be  en- 
titled to  the  same  percentage  of  dividend  on  the  amount  from 
time  to  time  paid  thereon  as  may  be  declared  and  paid  on  the 
full  stock  of  the  new  company. 

Art.  14.  The  estate,  property  and  franchises  of  the 
said  companies,  parties  hereto,  which  in  pursuance  of  the 
said  act  of  the  Legislature,  will  vest  in  the  said  new 
corporation,  on  its  organization,  being  relatively  of  unequal 
value,  and  the  stocks  of  the  respective  companies  having  here- 
tofore uniformly  sold  in  market  at  different  prices  or  rates  of 
premium,  the  parties  hereto  do  hereby,  with  the  view  of  mak- 
ing compensation  for  such  differences  tp  the  stockholders  of 
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the  said  companies,  respectively,  fix  upon  the  following 
amounts  to  be  allowed  therefore  by  the  issue  of  certificates  as 
herein  after  mentioned,  to  wit : 

To  the  stockholders  of  The  Albany  and  Schenectady'  Kail 
Eoad  Company,  it  is  hereby  agreed  to  allow  seventeen  per  cent. 
or  seventeen  dollars  on  each  one  hundred  dollars  of  the  capital 
stock  thereof. 

To  the  stockholders  of  the  Utica  &  Schenectady  Bail  Eoad 
Company,  it  is  hereby  agreed  to  allow  fifty-five  per  cent,  or 
fifty-five  dollars  on  each  one  hundred  dollars  of  the  capital 
stock  thereof. 

To  the  stockholders  of  the  Mohawk  Valley  Eaii  Eoad  Com- 
pany, it  is  hereby  agreed  to  allow  fifty-five  per  cent.,  or  fifty- 
five  dollars  on  each  one  hundred  dollars  of  the  whole  capital 
stock  thereof,  the  said  capital  stock  being  subject  to  the  furth- 
er payment  of  ninety  dollars  on  each  share  thereof  as  afore- 


To  the  stockholders  of  the  Syracuse  and  Utica  Bail  Eoad 
Company,  it  is  hereby  agreed  to  allow  fifty  per  cent.,  or  fifty 
dollars  on  each  one  hundred  dollars  of  the  capital  stock  there- 
of. 

To  the  stockholders  of  the  Syracuse  and  Utica  Direct  Rail 
Eoad  Company,  it  is  hereby  agreed  to  allow  fifty  per  cent.,  or 
fifty  dollars  on  each  one  hundred  dollars  of  the  whole  capital 
stock  thereof,  the  said  capital  stock  being  subject  to  the  furth- 
er payment  of  ninety  dollars  on  each  share  thereof,  as  afore- 
said. 

To  the  stockholders  of  the  Eochester  and  Syracuse  Eail 
Eoad  Company,  it  is  hereby  agreed  to  allow  thirty  per  cent.,  or 
thirty  dollars  on  each  one  hundred  dollars  of  the  capital  stock 
thereof. 

To  the  stockholders  of  the  Buffalo  and  Eochester  Eail  Eoad 
Company,  it  is  hereby  agreed  rto  allow  forty  per  cent,  or  forty 
dollars  on  each  one  hundred  dollars  of  the  whole  capital  stock 
thereof,  it  being  understood  that  the  whole  amount  remaining 
unpaid  on  the  said  stock  as  before  stated  is  to  be  paid  or  ac- 
counted for  to  the  new  corporation,  as  aforesaid. 

To  the  stockholders  of  the  Eochester,  Lockport  and  Niagara 
Falls  Eail  Boad  Company,  and  to  the  stockholders  of  the  Buffa- 
lo and  Lockport  Eail  Eoad  Company,  it  is  hereby  agreed  to  allow 
twenty-five  per  cent.,  or  twenty-five  dollars  on  each  one  hun- 
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dred  dollars  of  the  capital  stock  of  each  of  the  said  companies 
respectively. 

No  allowance  is  made  for  any  such  difference  in  value,  as 
aforesaid,  to  the  stockholders  of  the  Schenectady  and  Troy  Kail 
Road  Company,  as  the  stock  of  that  company  is  not  considered 
to  be  worth  its  par  or  nominal  value  ;  but  each  share  of  stock 
in  the  new  corporation  to  be  issued  to  the  stockholders  of  that 
company  in  place  of  their  present  stock  in  said  company,  as 
herein  before  provided  for,  shall  be  made  subject  to  the  furth- 
er payment  of  twenty-five  dollars  on  each  of  the  said  shares, 
at  such  time  or  times  and  in  such  instalments  as  the  directors 
may  require  ;  in  like  manner  as  provided  for  in  and  by  the 
seventh  section  of  the  general  rail  road  law  ;  such  further  pay- 
ment being  required  on  the  said  shares  in  order  to  entitle  the 
holders  of  the  stock  of  the  said  Schenectady  and  Troy  Rail  Road 
Company  to  an  equal  amount  at  par  of  the  stock  of  the  new 
corporation. 

Art.  15.  The  said  new  corporation  shall,  without  delay,  af- 
ter its  organization,  issue  to  the  stockholders  of  the  respective 
companies,  parties  hereto,  and  entitled  thereto,  as  aforesaid, 
and  in  proportion  to  their  respective  interests,  certificates,  of 
such  form  as  they  may  deem  advisable,  each  of  which  shall 
state  in  substance  the  amount  to  which  the  stockholder  to 
whom  the  same  shall  be  issued  is  entitled,  on  the  basis  fixed  in 
the  last  article,  and  that  such  amount  is  to  be  paid  out  of  the 
future  income  of  the  said  company,  after  payment  of  the  cost 
of  maintaining  and  operating  the  said  road,  at  the  end  of  thirty 
years  from  the  first  day  of  May,  1853,  with  interest  at  the  rate 
of  six  per  cent,  per  annum,  from  the  said  first  day  of  May, 
1853,  payable  semi-annually  on  the  first  day  of  May  and  the 
first  day  of  November  in  each  year,  on  the  surrender  of  the  re- 
spective interest  warrants  to  be  appended  to  the  said  certifi- 
cates in  the  form  usual  in  such  cases,  and  both  principal  and 
interest  to  be  made  payable  in  the  City  of  New  York. 

Stockholders  who  may  in  pursuance  of  the  foregoing  pro- 
vision be  entitled  respectively  to  certificates  for  less  than  five 
hundred  dollars,  may  be  paid  in  cash  if  the  new  corporation 
so  elect.  Such  certificates  shall  be  issued,  in  amounts  of  five 
hundred  dollars  (1500),  one  thousand  dollars  ($1,000),  three 
thousand  dollars  ($3,000),  five  thousand  dollars  ($5,000),  and 
ten  thousand  dollars  ($10,000)  only,  unless  the  new  corpora- 
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tion  otherwise  determine,  and  the  fraction  or  excess  to  which 
any  stockholder  may 'be  entitled,  over  and  above  the  amount 
which  can  be  liquidated  by  certificates  of  the  denominations 
aforesaid,  may  be  paid  by  the  new  corporation  in  cash,  or 
they  may,  at  their  election,  issue  a  certificate  therefor.  But 
the  certificates  referred  to  in  this*  article  shall  not  be  issued 
to  the  respective  classes  of  stockholders  entitled  thereto, 
until  the  Trustees  of  the  respective  companies  shall  have  given 
satisfactory  security  to  the  new  corporation,  that  the  debts 
and  liabilities  of  the  said  respective  companies  direct  and  con- 
tingent, and  not  herein  charged  on  the  new  corporation,  shall 
be  paid  and  satisfied,  and  the  new  corporation  fully  indemnified 
against  the  same. 

Art.  16.  A  sinking  fund  shall  be  provided  by  the  new  cor- 
poration, for  the  purpose  of  securing  the  payment  of  the  prin- 
cipal of  the  said  certificates  at  the  maturity  thereof,  by  setting 
apart  annually  out  of  its  earnings,  after  first  paying  all  the 
expenses  of  running  and  maintaining  the  road,  and  the  interest 
on  the  said  certificates  as  aforesaid,  an  amount  equal  to  one 
and  one-fourth  of  one  per  cent,  on  the  total  amount  of  the 
principal  of  all  the  certificates  thus  issued,  which  fund,  with 
the  accumulations  thereon,  shall  be  invested  in  the  public 
stocks  of  the  United  States,  or  of  the  State  of  New  York,  or 
in  the  stocks  or  bonds  of  any  incorporated  city  in  the  State  of 
New  York,  authorized  by  law  to  issue  the  same,  or  in  the  pur- 
chase of  any  of  the  said  certificates,  as  the  said  new  corpora- 
tion may  at  any  time  deem  most  desirable.  An  account  shall 
be  kept  of  the  said  sinking  fund,  and  of  the  accumulations 
thereof,  and  the  said  fund  and  the  securities  belonging  thereto 
shall  at  all  times  be  kept  separate  and  apart  from  the  other 
funds  and  assets  of  the  said  corporation,  in  order  to  secure 
the  eventual  application  in  good  faith  of  the  whole  thereof  to 
the  payment  of  the  principal  of  the  said  certificates  as  afore- 
said. 

Art.  17.  The  agreement  made  between  the  Eochester,  Lock- 
port  and  Niagara  Falls  Kail  Eoad  Company  and  the  Eochester 
and  Lake  Ontario  Kail  Eoad  Company,  whereby  the  former  com- 
pany have  taken  a  lease  of  the  road  of  the  last  named  company, 
for  the  term  of  its  charter,  and  agreed  to  consolidate  the  capital 
stock  of  the  two  roads,  when  the  requisite  measures  therefor 
shall  have  been  completed  as  therein  mentioned,  and  agreeing 
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in  the  meantime  to  pay  to  the  stockholders  of  the  said  Roches- 
ter and  Lake  Ontario  Rail  Road  Company  (the  capital  stock 
being  one  hundred  and  fifty  thousand  dollars)  the  same  divi- 
dends and  at  the  same  time  and  place  as  shall  hereafter  be 
paid  on  the  stock  of  the  said  Rochester,  Lockport  and  Niagara 
Falls  Rail  Road  Company,  so  that  the  stock  of  the  two  compa- 
nies shall  in  all  respects  stand  on  an  equality,  shall  be  fulfilled 
on  the  part  of  the  new  corporation ;  and  the  said  new  corpora- 
tion shall  issue  to  the  respective  stockholders  of  the  said 
Rochester  and  Lake  Ontario  Rail  Road  Company,  on  surrender 
of  the  certificates  of  stock  in  said  company  now  held  by  them, 
certificates  for  twenty-five  per  cent,  on  the  amount  at  par  of 
such  capital  stock,  at  the  same  time,  and  in  the  same  manner 
as  is  herein  before  provided  for  with  respect  to  the  stock- 
holders in  the  said  Rochester,  Lockport  and  Niagara  Falls 
Rail  Road  Company,  and  payable  in  like  manner  in  all  respects, 
and  by  also  issuing  to  them,  pursuant  to  the  said  agreement 
new  certificates  of  stock  in  the  said  Rochester  and  Lake  Ontario 
Rail  Road  Company  of  the  same  amount  as  those  which  shall 
be  surrendered  by  them  respectively,  in  like  manner  and  form, 
as  nearly  as  may  be,  as  the  said  Rochester,  Lockport  and  Nia- 
gara Falls  Railroad  Company  are  bound  to  do,  substituting  in 
such  certificates  the  name  of  the  new  corporation,  in  place  of 
the  name  of  the  said  Rochester,  Lockport  and  Niagara  Falls 
Rail  Road  Company,  so  that  the  stock  of  the  said  Rochester  and 
Lake  Ontario  Rail  Road  Company  shall  in  all  respectsst  and  on 
an  equality  with  the  stock  of  the  new  corporation.  And  the 
said  Rochester,  Lockport  and  Niagara  Falls  Rail  Road  Company 
hereby  substitute  the  said  new  corporation  in  their  place,  to 
do  and  perform  in  their  own  name,  and  by  their  own  officers; 
all  such  matters  and  things  as  the  said  Rochester,  Lockport  and 
Niagara  Falls  Rail  Road  Company  or  its  officers  would  have 
been  required  to  do  or  perform  had  its  corporate  existence  con. 
tinued  under  their  agreement  with  the  Rochester  and  Lake  On- 
tario Rail  Road  Company. 

Akt.  18.  The  several  companies,  parties  hereto,  do  hereby, 
in  consideration  of  the  premises,  and  of  the  sum  of  one  dollar 
to  each  of  them  paid,  the  receipt  whereof  is  hereby  confessed, 
respectively  giant  and  release  to  the  said  new  corporation 
when  formed,  and  to  its  successors  and  assigns,  all  and  singu- 
lar the  lands  of  the  said  companies,  parties  hereto,  on  which 
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the  track  of  their  respective  roads  is  laid,  and  all  and  singular 
the  lands  and  real  estate  occupied  by  them  for  their  depots, 
engine  houses,  machine  shops,  and  other  buildings,  and  all 
other  lands  and  real  estate  occupied  or  held  by  tbem,  or  which 
may  be  held  or  owned  by  them  at  the  time  the  said  several 
corporations  will,  under  the  said  act  of  the  Legislature,  passed 
on  the  second  day  of  April,  1853,  merge  in  the  said  new  cor- 
poration. 

Art.19.  The  road  of  the  Buffalo  and Lockport  Rail  Eoad  Com- 
pany shall  be  in  all  respects  completed  by  that  company  at  its 
own  expense,  with  all  necessary  depots,  and  other  buildings> 
and  the  title  to  its  real  estate  perfected  on  or  before  the  first 
day  of  July  next,  in  the  manner  agreed  upon  by  the  contract 
between  the  said  company,  and  the  Rochester,  Lockport  and  Ni- 
agara Falls  Rail  Road  Company.  If  the  said  road  should  not 
be  so  completed,  satisfactory  security  shall  be  given  to  the  new 
corporation  for  its  completion,  in  manner  aforesaid,  before  the 
certificates  for  differences,  herein  before  mentioned,  shall  be 
issued  to  its  stockholders. 

Art.  20.  The  amount  of  the  unpaid  and  unclaimed  dividends 
due  by  any  of  the  companies  to  their  respective  stockholders 
shall  be  accounted  for  and  paid  over  to  the  new  corporation, 
who  shall  pay  such  dividends  to  the  parties  entitled  thereto 
whenever  the  same  shall  be  legally  demanded. 

Art.  21.  Should  the  stockholders  of  any  company  being  a 
party  hereto,  decline,  neglect,  or  refuse  to  ratify  this  agree- 
ment, on  or  before  the  first  day  of  July  next,  in  the  manner 
and  form  required  by  the  said  act  of  the  Legislature,  passed 
April  2d,  1853,  before  the  same  shall  be  deemed  the  agreement 
of  the  said  company,  the  same  shall  on  and  after  that  day  be- 
come of  full  force  and  effect,  and  be  an  agreement  between  the 
companies  whose  stockholders  shall  then  have  sanctioned  and 
approved  the  same  in  the  manner  required  by  the  said  act  of 
the  Legislature,  in  the  same  manner  as  if  the  company  or  com- 
panies so  declining,  neglecting,  or  refusing,  had  not  been 
named  as  a  party  hereto. 

Art.  22.  Should  any  shareholder  in  any  or  either  of  .the 
several  companies,  parties  hereto,  whose  stockholders  shall 
ratify  this  agreement,  decline  taking  shares  in  the  said  new 
corporation,  such  shareholder  shall  be  paid  for  the  shares  so 
held  by  him,  by  the  new  corporation,  in  the  manner  in  all  re- 
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spects  provided  for  in  arid  by  the  sixth  section  of  the  said  act 
of  the  Legislature,  passed  April  2d,  1853. 

In  witness  whereof,  the  corporate  seals  of  the  respective 
companies,  parties  to  this  instrument,  have  been  affixed  here- 
to, in  duplicate,  on  the  day  and  year  first  above  written,  by 
the  order  and  in  the  presence  of  the  directors  of  the  said  sev- 
eral companies  respectively,  duly  convened,  a  quorum  of  each 
of  the  said  several  boards  of  directors  being  so  present,  and 
assenting  thereto,  as  is  attested  by  their  respective  signatures 
hereto,  ou  behalf  and  by  order  of  the  said  several  boards  of 
directors,  and  the  presidents  of  each  of  the  said  companies 
have  also  at  the  same  time,  and  in  the  presence  of  the  said 
respective  boards  of  directors,  and  on  behalf  of  the  said  re- 
spective companies,  hereto  affixed  their  names  in  virtue  of 
resolutions  of  the  said  several  boards  of  directors,  passed  at 
their  said  respective  meetings,  on  the  same  day  and  year  last 
aforesaid. 

EZEKIEL  C.   MclNTOSH,  President,  (Seal  of  the) 

Albany  and  Schenectady  Rail  Road  Company.  <  Company.  \ 
Geeeit  Y.  Lansing,  Vice-President. 

H.   PUMPELLY, 
R   H.   WlNSLOW, 
T.    TlLESTON, 

Lyman  Chapin, 
Directors  of  the  Albany  and  Schenectady 
Rail  Road  Company. 


Eeastus  Coening,  President.  i  Seai  of  the  i 

Nicholas  Deveeeux,  <  Company  \ 

John  Townsend, 
Thomas  W.  Olcott, 
James  Hookee, 
Maecus  T.  Eeynolds, 
Livingston  Speakee, 
John  Ellis, 
A.  0.  Paige, 
E.  T.  Theoop  Maetin, 
Directors  of  the  Utica  and  Schenectady 
Rail  Road  Company, 
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John  V.  L.  Pruyn,  President  of  the     (Seaiofthe/ 
Mohawk  Valley  Rail  Road  Company.    I  Company,  f 
Eeastus  Corning, 
John  Townsend, 
Marcus  T.  Reynolds, 
F.  E.  Spinner, 

B.  Carter, 
Isaac  Jackson, 
Thomas  W.  Olcott, 

C.  Vibbard, 
A.  C.  Paige, 

Directors  of  the  Mohawk  Valtey  Rail 
Road  Company. 


Russell  Sage,  President  of  the  Schenec-  <  seal  of  the  ) 
tady  and  Troy  Rail.  Road  Company.    <  Company.  \ 
Thomas  Symonds, 
John  S.  Ide, 
H.  N.  Lockwood, 
Jon'a  Edwards, 
H.  Mosher, 
Wm.  F.  Sage, 
Hiram  Smith, 
\  Harvey  Davis, 

Henry  Ingram, 
D.  T.  Vail, 
Directors  of  the  Schenectady  and  Troy 
Rail  Road  Company. 


Henry  B.  Gibson,  President.  (Seal  of  the) 

Joseph  Fellows,  ( Company,  f 

Jacob  Gould, 
Wm.  F.  Weld, 
Horace  White, 
Lewis  Brooes, 
Chas.  Seymour, 
J.  B.  Varnum, 
J.  H.  Chedell, 
Directors  of  the  Rochester  and  Syracuse 
Rail  Road  Company. 
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John  Wilkinson,  President  of  the,  Syra-  \  seal  of  the ) 
cuse  and  Utica  Rail  Road  Company- 1  Company,  f 
0.  Stebbins,  Vice-President. 

John  Stryker, 

Oliver  Teall, 

Joel  Eathbone, 

B.  W.  Leavenworth, 

Ham'l  White, 

Holmes  Hcjtchinson, 

Sam'l  French, 

D.  Wager, 

Joseph  Battell, 
Directors  of  the  Syracuse  and  Utica  Rail 

Road  Company. 


Chas.  Stebbins,  President  Syracuse  and  i  sealoftiie  | 
Utica  Direct  Rail  Road  Company.     I  Company.  \ 
John  Wilkinson, 
Oliver  Teall, 
Holmes  Hutchinson, 
Joseph  Battell, 
Joel  Eathbone, 
Hamilton  White, 
E.  W.  Leavenworth, 
D.  Wager, 
Sam'l  French, 
George  Barnes, 
Horace  White, 
Directors  of  the  Syracuse  and  Utica  Di- 
rect Rail  Road  Company. 


J.  B.  Vaendm,  President.  (Seal  of  the) 

A.    BOODY,  (  Company.  \ 

E.  B.  Holmes, 
Edward  Whitehouse, 
S.  O.  Smith, 
J.  C.  Colton, 
E.  S.  Burrows, 
J)irectors  of  the  Rochester,  Lockport  and 
Niagara  Falls  Rail  Road  Company. 
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Isaac  C.   Colton,  President    of  the 

Biiffcdo  and  Lockport  Bail  Road     \  company  [ 
Company. 

A.  Boody, 
Albert  H.  Tracy, 
Bufus  H.  King, 
E.  B.  Holmes, 
Edward^Whitehouse, 
J.  B.  Plumb, 
A.  D.  Patchin, 
John  ,  Wilkeson, 
J.  B.  Varnum, 
Joel  Bathbone, 
Directors  of  the  Buffalo  and  Lockport 
Bail  Boad  Company. 


Joseph  Field,  President.  (Seaiofthe) 

DEAN  BlCHMOND,  (  Company.  \ 

Wm.  F.  Weld, 
Henry  Martin, 
Thomas  Kempshall, 
Francis  H.  Tows, 
A.  Sprague, 
D.  W.  Tomlinson, 
G.  H.  Mumford, 
Lewis  Brooks, 
Directors  of  the  Buffalo  ami  Bochcster 
Bail  Boad  Company. 


State  of  New  York,  )      . 
City  of  Albany.       [ 

On  this  seventeenth  day  of  May,  in  the  year  one  thousand 
eight  hundred  and  fifty-three,  before  me,  the  undersigned, 
came  Ezekiel  C.  Mcintosh,  President  of  the  Albany  and  Schen- 
ectady Bail  Boad  Company  ;  Erastus  Corning,  President  of  the 
Utica  and  Schenectady  Rail  Boad  Company;  Bussell  Sage,  Pre- 
sident of  the  Schenectady  and  Troy  Bail  Boad  Company;  and 
John  V.  L.  Pruyn,  President  of  the  Mohawk  Valley  Bail  Road 
Company,  all  to  me  well  known  as  such  presidents  respectively, 
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who  being  by  me  severally  duly  sworn,  did  depose  and  say, 
that  they  severally  reside  in  the  City  of  Albany,  except  as  to 
the  said  Russell  Sage,  who  deposed  that  he  resides  in  the  City 
of  Troy ;  that  they  are  respectively  the  presidents  of  the  said  seve- 
ral companies,  parties  to  the  foregoing  agreement,  as  above  men- 
tioned ;  that  the  seals  .affixed  to  the  foregoing  agreement  or  in- 
strument, and  purporting  to  be  the  respective  corporate  seals 
of  the  said  several  companies,  are  known  to  them  to  'be  such 
corporate  seals  respectively,  and  were  so  affixed  by  the  order 
of  the  respective  Boards  of  Directors  of  the  said  several  com- 
panies ;  and  that  by  the  like  order  and  authority,  they,  the 
said  deponents,  had  each  severally  signed  the  said  instrument, 
as  President  as  aforesaid. 

Also,  on  the  same  day,  appeared  before  me,  Gerrit  Y.  Lans- 
ing, Herman  Pumpelly,  Richard  H.  "Winslow,  Thomas  Tileston 
and  Lyman  Chapin,  to  me  severally  and  personally  well  known 
to  be  directors  of  the  Albany  and  Schenectady  Rail  Road  Com- 
pany, and  the  same  persons  described  in,  and  who,  on  the  be- 
half of  the  said  company,  and  as  such  directors,  had  severally 
executed  the  foregoing  instrument. 

Also,  on  the  same  day,  appeared  before  me,  Thomas  Sym- 
onds,  John  S.  Ide,  Hanford  N.  Lockwood,  Jonathan  Edwards, 
Harvey  Mosher,  William  F.  Sage,  Hiram  Smith,  Harvey  Davis, 
Henry  Ingmire  and  David  T.  Vail,  to  me  severally  and  person- 
ally well  known  to  be  directors  of  the  Schenectady  and  Troy 
Rail  Road  Company,  and  the  same  persons  described  in,  and 
who,  on  the  behalf  of  the  said  company,  and  as  such  directors, 
had  severally  executed  the  foregoing  instrument. 

Also,  on  the  same  day,  appeared  before  me,  Nicholas  Dev- 
ereux,  John  Townsend,  Thomas  W.  Olcott,  Marcus  T.  Rey- 
nolds, James  Hooker,  Livingston  Spraker,  John  Ellis,  Alonzo 
C.  Paige  and  E.  T.  Throop  Martin,  to  me  severally  and  person- 
ally well  known  to  be  directors  of  the  Utica  and  Schenectady 
Rail  Road  Company,  and  the  same  persons  described  in,  and 
who,  on  the  behalf  of  the  said  company,  and  as  such  directors, 
had  severally  executed  the  foregoing  instrument. 

Also,  on  the  same  day  appeared  before  me,  Erastus  Corning, 
John  Townsend,  Francis  E.  Spinner,  Marcus  T.  Reynolds, 
Benjamin  Carver,  Isaac  Jackson,  Thomas  W.  Olcott,  Chauncey 
Vibbard  and  Alonzo  C.  Paige,  to  me  severally  and  personally 
well  known  to  be  directors  of  the  Mohawk  Valley  Rail  Road 
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Company,  and  the  same  persons  described  in,  and  who,  on  the 
behalf  of  the  said  company,  and  as  such  directors,  had  sev- 
erally executed  the  foregoing  instrument. 

And  each  and  every  one  of  the  said  several  persons  so  ap- 
pearing before  me  as  hereinbefore  mentioned,  severally  for 
himself  acknowledged  that  he  had  signed  the  foregoing  agree- 
ment or  instrument,  as  such  director  as  aforesaid,  and  by  the 
order  and  authority  of  the  Board  of  Directors,  of  which  he  is  a 
member  as  aforesaid. 

J.  STEBNBEEGH, 

Commissioner  of  Deeds. 

State  of  New  York,  )  City  of  Syracuse. 

Onondaga  County,    j 

On  this  seventeenth. day  of  May,  in  the  year  one  thousand 
eight  hundred  and  fifty-three,  before  me  the  undersigned,  came 
John  Wilkinson,  President  of  the  Syracuse  and  Utica  Bail 
Eoad  Company,  Charles  Stebbins,  President  of  the  Syracuse 
and  Utica  Direct  Kail  Road  Company ;  Henry  B.  Gibson,  Presi- 
dent of  the  Rochester  and  Syracuse  Bail  Eoad  Company;  Joseph 
Field,  President  of  the  Buffalo  and  Eochester  Rail  Eoad  Com- 
pany ;  Joseph  B.  Varnum,  President  of  the  Eochester,  Lock- 
port  and  Ningara  Falls  Bail  Eoad  Company  ;  and  Isaac  C.  Col- 
ton,  President  of  the  Buffalo  and  Lockport  Bail  Eoad  Company, 
all  to  me  well  known  as  such  Presidents,  respectively,  who 
being  by  me  severally  duly  sworn,  did  depose  and  say,  that 
they  severally  reside  as  follows  :  The  said  John  Wilkinson  in 
the  city  of  Syracuse,  in  the  county  of  Onandaga ;  the  said 
Charles  Stebbins  in  the  village  of  Cazenovia,  in  the  county  of 
Madison  ;  the  said  Henry  B.  Gibson  in  the  village  of  Canan- 
daigua,  in  the  county  of  Ontario ;  the  said  Joseph  Field  in  the 
city  of  Eochester,  in  the  county  of  Monroe  ;  the  said  Joseph 
B.  Varnum  in  the  city  and  county  of  New  York,  and  the  said 
Isaac  C.  Colton  in  the  village  of  Lockport,  in  the  county  of 
Niagara ;  that  they  are  respectively  the  Presidents  of  the  said 
several  companies,  parties  to  the  foregoing  agreement,  as 
above  mentioned ;  that  the  seals  affixed  to  the  foregoing 
agreement  or  instrument,  and  purporting  to  be  the  respective 
corporate  seals  of  the  said  several  companies,  are  known  to 
them  to  be  such  corporate  seals  respectively,  and  were  so 
affixed  by  the  order  of  the  respective  Boards  of  Directors  of  the 
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said  several  companies,  and  that  by  the  like  order  and  authority 
they,  the  said  deponents,  had  each  severally  signed  the  said 
instrument  as  President,  as  aforesaid. 

Also,  on  the  same  day,  appeared  before  me,  Charles  Steb- 
bins,  Oliver  Teall,  .John  Stryker,  Joel  Eathbone,  Elias  W. 
Leavenworth,  Hamilton  White,  Holmes,  Hutchinson,  Samuel 
French,  David  "Wager  and  Joseph  Battell,  to  me  severally  and 
personally  well  known  to  be  directors  of  the  Syracuse  andUtica 
Railroad  Company,  and  the  same  persons  described  in,  and 
who,  on  the  behalf  of  the  said  company,  and  as  such  directors, 
had  severally  signed  the  foregoing  instrument. 

Also,  on  the  same  day,  appeared  before  me,  John  Wilkinson, 
Holmes  Hutchinson,  Oliver  Teall,  Joel  Eathbone,  Joseph 
Battell,  Elias  W.  Leavenworth,  Hamilton  White,  Samuel 
French,  David  Wager,  George  Barnes  and  Horace  White,  to 
me  severally  and  personally  well  known  to  be  directors  of  the 
Syracuse  and  Utica  Direct  Eail  Eoad  Company,  and  the  same 
persons  described  in,  and  who,  on  behalf  of  the  said  company 
and  as  such  directors,  had  severally  signed  the  foregoing  in- 
strument. 

Also,  on  the  same  day,  appeared  before  me,  Joseph  Fellows-, 
Jacob  GoUld,  William  F.  Weld,  Horace  White,  Lewis  Brooks, 
Charles  Seymour,  Joseph  B.  Varnum  and  John  H.  Chedell,  to 
me  severally  and  generally  well  known  to  be  directors  of  the 
Eochester  and  Syracuse  Eail  Eoad  Company,  and  the  same 
persons  described  in,  and  who  on  behalf  of  the  said  company, 
and  as  such  directors  had  severally  sigued  the  foregoing  in- 
strument. 

Also,  on  the  same  day,  appeared  before  me,  Dean  Eichmond, 
William  F.  Weld,  Henry  Martin,  Thomas  Kempshall,  Francis 
H.  Tows,  Asa  Sprague,  Daniel  W.  Tomlinson,  George  H. 
Mum  lord  and  Lewis  Brooks,  to  me  severally  and  personally 
well  known  to  be  directors  of  the  Buffalo  and  Eochester  Eail 
Eoad  Company,  and  the  same  persons  described  in,  and  who, 
on  the  behalf  of  the  said  company  and  as  such  directors,  had 
severally  signed  the  foregoing  instrument. 

Also,  on  the  same  day,  appeared  before  me,  Azariah  Boody, 
Elias  B.  Holmes,  Edward  Whitehouse,  Silas  O.  Smith,  Isaac 
C.  Colton  and  Eoswell  S.  Burrows,  to  me  severally  and  per- 
sonally well  known  to  be  directors  of  the  Eochester,  Lockport 
and  Niagara  Falls  Eail  Eoad  Company,  and  the  same  persons 
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described  in,  and  who  on  the  behalf  of  the  company,  and  as 
such  directors  had  severally  signed  the  foregoing  instrument. 

Also,  on  the  same  day,  appeared  before  me,  Albert  H.  Tracy, 
Azariah  Boody,  Bufus  H.  King,  Elias  B.  Holmes,  Edward 
Whitehouse,  Josiah  B.  Plumb,  Aaron  D.  Patchin,  John  Wilke- 
son,  Joseph  B.  Varnum  and  Joel  Bathbone,  to  me  severally 
and  personally  well  known  to  be  directors  of  the  Buffalo  and 
Lockport  Bail  Boad  Company,  and  the  same  persons  described 
in  and  who,  on  behalf  of  the  said  company  and  as  such|directors, 
had  severally  signed  the  foregoing  instrument. 

And  each  and  every  one  of  the  said  several  persons  so 
appearing  before  me,  as  hereinbefore  mentioned,  severallyfor 
himself  acknowledged  that  he  had  signed  the  foregoing  agree- 
ment or  instrument  as  such  director  as  aforesaid,  and  by  the 
order  and  _  authority  of  the  Board  of  Directors  of  which  he  is 
a  member  as  aforesaid. 

CLINTON  F.  PAIGE, 

Commissioner  of  Deeds. 

An  Act  to  Authorize  the  Consolidation  of  certain  Bail  Boad 

Companies,  passed  April  2,  18E3. 
The  People  of  the   State    of  New  York,   represented  in  Senate 
and  Assembly,  do  enact  as  follows  : 

§  1.  The  Albany  and  Schenectady,  Schenectady  and  Troy, 
Utica  and  Schenectady,  Syracuse  and  Utica,  Bochester  and 
Syracuse,  the  Buffalo  and  Lockport,  the  Mohawk  Valley,  and  the 
Syracuse  and  Utica  direct,  Buffalo  and  Bochester,  Bochester, 
Lockport  and  Niagara  Falls  Bail  Boad  Companies,  or  any  two  or 
more  of  them,  are  hereby  authorized  at  anytime  to  consolidate 
■such  companies  into  a  single  corporation,  in  the  manner 
following : 

1.  The  directors  of  any  two  or  more  of  such  corporations 
may  enter  into  an  agreement,  under  their  respective  corporate 
seals,  for  the  consolidation  of  the  said  corporations,  pre- 
scribing the' terms  and  conditions  thereof,  the  mode  of  carry- 
ing the  same  into  effect,  the  name  of  the  new  corporation,  the 
number  of  directors  thereof,  which  shall  not  be  less  than 
thirteen  nor  more  than  twenty-three,  the  time  and  place  of 
holding  the  first  elections  of  directors,  the  day  for  annual 
elections  of  directors,  the  amount  of  capital,  and  the  number 
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of  shares  of  the  stock  of  the  new  corporation,  which  shall  not 
be  larger  in  amount  than  the  aggregate  amount  of  capital  of 
the  several  companies  thus  consolidated,  and  shall  not  be  in- 
creased, except  in  accordance  with  the  provisions  of  the  act 
passed  April  second,  eighteen  hundred  and  fifty,  the  manner 
of  converting  the  shares  of  capital  stock  in  each  of  said  corpo- 
rations into  the  shares  of  such  new  corporation,  the  manner  of 
paying  any  shareholder  that  may  decline  taking  shares  in  the 
new  corporation,  with  such  other  details  as  they  may  deem 
necessary  to  embrace  in  such  agreement,  not  inconsistent,  with 
the  provisions  of  the  act  entitled  "An  act  to  authorize  the 
formation  of  rail  road  corporations,  arid  to  regulate  the  same," 
passed  April  second,  eighteen  hundred  and  fifty. 

2.  Such  agreement  of  the  directors  shall  not  be  deemed  to 
be  the  agreemeut  of  the  said  corporations  so  proposing  to  con- 
solidate, until  after  it  has  been  submitted  to  the  stockholders 
of  each  of  said  corporations  respectively,  separately,  at  a  meet- 
ing thereof,  to  be  called  upon  a  notice  of  at  least  thirty  days, 
specifying  the  time  and  place  of  such  meeting  and  the  object 
thereof,  to  be  addressed  to  each  of  such  stockholders,  when 
their  place  of  business  is  known  to  the  secretary,  and  deposited 
in  the  Post  Office,  and  published  for  at  least  three  successive 
weeks,  in  the  State  paper,  and  in  one  of  the  newspapers 
printed  in  each  of  the  counties  through  or  into  which  the  rail 
road  of  the  said  corporation  shall  extend,  and  has  been  sanc- 
tioned and  approved  by  such  stockholders  by  the  vote  of  at 
least  two-thirds  in  amount  of  the  stockholders  present  at  such 
meetings  respectively,  voting  by  ballot  in  regard  to  such  agree- 
ment, either  in  person  or  by  proxy,  each  share  of  such  capital 
stock  being  entitled  to  one  vote  ;  and  when  such  agreement  of 
the  directors  has  been  sanctioned  and  approved  by  each  of  the 
meetings  of  the  respective  stockholders,  separately,  after  being 
submitted  to  such  meetings  in  the  manner  above  mentioned, 
then  such  agreement  of  the  directors  shall  be  deemed  to  be  the 
agreement  of  the  said  several  corporations,  and  a  sworn  copy 
of  the  proceedings  of  such  meetings,  made  by  the  secretaries 
thereof  respectively ,[and  attached  to  the  said  agreement,  shall 
be  evidence  of  the  holding,  and  of  the  action  of  such  meetings 
in  the  premises. 

§  2.  Upon  the  making  the  said  agreement  mentioned  in  the 
preceding  section  in  the  manner  required  therein,  and  filing  a 
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duplicate  or  counterpart  thereof  in  the  office  of  the  Secretary 
of  State,  and  immediately  upon  and  after  the  first  election  of 
directors  of  said  corporation,  the  said  corporations  shall  be 
merged  in  the  new  corporation,  provided  for  in  the  said  agree- 
ment, to  be  known  by  the  corporate  name  therein  mentioned, 
and  the  details  of  such  agreement  shall  be  carried  into  effect 
as  provided  therein,  only  such  new  corporation  shall  not  have 
any  larger  powers  than  are  granted  by  the  act  entitled  "An 
Act  to  authorize  the  formation  of  rail  road  companies  and  to 
regulate  the  same,"  passed  April  second,  eighteen  hundred  and 
fifty,  or  be  exempt  from  the  performance  of  any  duty  which 
the  said  several  corporations  may  be  liable  to  perform,  except 
as  herein  provided. 

§  3.  Such  new  corporation  shall  possess  the  general  powers 
and  be  subject  to  the  general  liabilities  and  restrictions  ex- 
pressed in  the  third  title  of  the  eighteenth  chapter  of  the  first 
part  of  the  revised  statutes,  it  shall  also  have  the  general 
powers  and  privileges,  and  be  subjected  to  the  general  liabili- 
ties, restrictions,  duties  and  provisions  expressed  and  con- 
tained in  the  said  act  entitled  "  An  Act  to  authorise  the  forma, 
tion  of  rail  road  corporations  and  to  regulate  the  same,"  passed 
April  second,  eighteen  hundred  and  fifty,  and  the  acts  amend- 
ing the  same,  so  far  as  the, same  are  applicable  to  a  rail  road 
corporation,  where  a  rail  road  is  constructed  and  put  in 
operation. 

§  4.  Upon  the  election  of  the  first  board  of  directors  of  the 
said  new  corporation  created  by  the  agreement  of  the  several 
companies,  all  and  singular  the  rights,  franchises  and  interests 
of  the  several  corporations  so  consolidated,  in  and  to  every 
species  of  property,  real,  personal  and  mixed,  and  things  in 
action  thereunto  belonging,  shall  be  deemed  to  be  transferred 
to  and  vested  in  such  uew  corporation,  without  any  other  deed 
or  transfer  ;  and  such  new  corporation  shall  hold  and  enjoy  the 
same,  together  with  the  rights  of  way,  and  all  other  rights  of 
property  franchises  and  interests,  in  the  same  manner  and  to  the 
same  extent  as  if  the  said  several  corporations  so  consolidated 
should  have  continued  to  retain  the  title  and  transact  the 
business  of  such  corporations ;  and  the  title  and  real  estate 
acquired  by  either  of  said  corporations  shall  not  be  deemed  to 
revert,  or  be  impaired  by  means  of  such  act  of  consolidation  or 
anything  relating  thereto. 
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§  5.  The  rights  of  creditors  of  any  corporations  that  shall  be 
consolidated,  shall  not  in  any  manner  be  impaired  by  any  act 
of  consolidation,  nor  shall  any  liability  or  obligation  for  the 
payment  of  any  money  now  due,  or  hereafter  to  become  due 
to  this  state,  or  any  individual,  or  any  claim  or  demand  for 
damages  for  any  act  done,  or  neglect  suffered  by  any  such  cor- 
poration, be  in  any  manner  released  or  impaired,  but  such  new 
corporation  is  declared  to  succeed  to  such  obligations  and  lia- 
bilities, and  to  be  held  liable  to  pay  and  discharge  all  the  debts 
and  liabilities  of  each  of  the  corporations  that  shall  be  so  con- 
solidated/whether on  contract  or  for  misconduct  or  neglect, 
either  to  this  state  or  to  individuals,  and  it  shall  be  liable  to 
have  an  action  brought  against  it  to  enforce  the  payment  of  any 
money  or  damages,  or  the  performance  of  any  duty  which  any 
corporation  consolidated  into  such  new  corporation  was  liable 
to  pay  or  perform,  in  the  same  manner  as  if  such  new  corpora* 
tion  had  itself  incurred  the  obligation  or  liability  to  pay  such 
money  or  damages,  or  perform  such  duty ;  and  no  suit,  action 
or  other  proceeding  now  pending  before  any  court  or  tribunal 
in  which  any  rail  road  company  that  may  be  so  consolidated 
is  a  party,  shall  be  deemed  to  have  abated  or  discontinued,  by 
reason  of  any  such  agreement  of  consolidation ;  but  the  same 
may  be  prosecuted  to  final  judgment  in  the  same  manner  as  if 
the  said  corporation  had  not  entered  into  such  agreement  of 
consolidation,  or  the  said  new  corporation  may  be  substituted 
as  a  party  in  the  place  of  any  corporation  of  which  it  shall  be 
composed,  by  order  of  the  court  in  whic,h  such  action,  suit,  or 
proceeding  may  be  pending. 

§  6.  If  any  stockholder  shall,  at  said  meeting  of  stockhold- 
ers, or  within  twenty  days  thereafter,  object  to  said  consolida- 
tion and  demand  payment  for  his  stock,  such  stockholder  or 
said  new  company  may,  if  said  consolidation  take  effect  at  any 
time  thereafter,  apply  to  the  Supreme  Court  at  any  special 
term  thereof,  held  in  any  county  through  which  any  part  of 
the  said  rail  road  may  pass,  for  the  appointment  of  three  per- 
sons to  appraise  the  value  of  such  stock.  If  the  court 
shall  be  satisfied  that  reasonable  notice  has  been  given 
of  such  application,  it  shall  thereupon  appoint  three  per- 
sons to  appraise  the  value  of  said  stock,  and  shall  designate 
the  time  and  place  of  meeting  of  such  appraisers,  and  give 
such  directions  in  regard  to  the  proceedings  on  said  appraise- 
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ment  as  shall  be  deemed  proper,  and  shall  also  direct  the  man- 
ner in  which  payment  for  such  stock  shall  be  made  to  such 
stockholder.  The  court  may  fill  any  vacancy  in  the  board  of 
appraisers,  occurring  by  refusal  or  neglect  to  serve,  or  other- 
wise ;  the  appraisers  shall  meet  at  the  time  and  place  desig- 
nated, and  they  or  any  two  of  them,  after  being  duly  sworn 
honestly  and  faithfully  to  discharge  their  duties,  shall  esti- 
mate and  certify  the  value  of  such  stock  at  the  time  of  such 
dissent  as  aforesaid,  and  deliver  one  copy  of  their  appraisal 
to  the  said  company,  and  another  to  the  said  stockholder,  if 
demanded  ;  the  charges  and  expenses  of  the  appraisers  shall 
be  paid  by  the  company.  When  the  corporation  shall  have 
paid  the  amount  of  the  appraisal  as  directed  by  the  court, 
such  stockholder  shall  cease  to  have  any  interest  in  the  said 
stock,  and  in  the  corporate  property  of  the  said  corporation, 
and  the  said  stock  may  be  held  or  disposed  of  by  said  corpora- 
ation. 

§  7.  When  any  two  or  more  of  the  rail  road  companies  named 
in  this  act  are  so  consolidated,  said  consolidated  company  shall 
carry  way  passengers  on  their  road  at  a  rate  not  to  exceed 
two  cents  per  mile. 

§  8.  This  act  shall  take  effect  immediately. 


Exhibit  Wo.  2.— June  19th,  1879. 

Agreement  between  .the  Buffalo  and  Niagara  Falls  Kailroad 

Company,  the  Lewiston  Eailroad   Company  and  the  New 

York  Central  Eailroad  Company. 

******* 

Ninthly. — As  and  for  a  compensation  to  be  paid  by  the  party 
of  the  third  part  to  the  party  of  the  first  part  for  the  use  of 
its  said  road,  real  estate,  engines,  cars,  depots  and  machinery, 
as  above  mentioned,  and  for  all  the  provisions  and  covenants 
on  the  part  of  the  said  party  of  the  first  part  herein  contained, 
the  said  party  of  the  third  part  agrees  to  issue,  on  the  order  of 
the  said  party  of  the  first  part,  on  or  before  the  first  day  of 
February  next,  either  to  the  said  party  of  the  first  part  or  to  its 
stockholders  (according  to  a  list  of  the  said  stockholders, 
stating  their  names  and  the  amount  owned  by  each  at  the  time 
of  the  execution  hereof,  to  be  furnished  by  the  party  of  the 
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first  part),  the  bonds  of  the  said  party  of  the  third  part,  in  due 
form,  for  the  amount  of  twenty  per  cent,  on  five  hundred  and 
sixty-five  thousand  dollars,  the  whole  amount  of  the  capital 
stock  of  the  party  of  the  first  part,  being  in  all  one  hundred 
and  thirteen  thousand  dollars ;  such  bonds  to  be  delivered  at 
the  office  of  the  Treasurer  of  the  said  party  of  the  third  part,  in 
the  City  of  Albany,  and  to  be  made  payable  at  the  end  of 
thirty  years  from  the  first  day  of  May,  1853,  with  interest  at 
the  rate  of  six  per  cent,  per  annum  from  the  first  day  of  July 
last,  payable  semi-annually  on  the  first  day  of  May  and  Novem- 
ber in  each  year,  on  the  surrender  of  the  respective  interest 
warrants,  to  be  appended  to  the  said  bonds  in  the  form  usual 
in  such  cases ;  both  principal  and  interest  to  be  made  payable 
in  the  City  of  New  York.  The  interest  on  the  said  bonds, 
from  the  first  day  of  July  to  the  first  day  of  November,  1853,  is 
to  be  paid  in  cash   by  the  party  of  the  third  part  on  their 

delivery. 

*  *  *  ***** 

Fifteenth. — The  capital  stock  of  the  said  party  of  the  second 
part,  which  was  at  first  two  hundred  thousand  dollars,  and 
which  has  been  partly  paid  in,  having  lately  been  increased  to 
four  hundred  thousand  dollars,  the  present  estimated  cost  of 
the  construction  of  the  road  of  the  said  party  of  the  second 
part,  it  is  agreed  that  should  any  of  the  stockholders  of  the 
party  of  the  second  part,  decline  or  neglect,  on  reasonable 
notice,  to  take  their  proportion  of  the  said  increase  of  the  said 
stock,  or  to  comply  with  the  terms  upon  which  the  same  shall 
be  issued,  that  then  the  said  party  of  the  second  part  shall  and 
will  dispose  of  the  said  stock,  which  shall  not  be  taken  as 
aforesaid,  in  such  manner  as  the  said  party  of  the  third  part, 
shall  request  or  approve.  The  payment  of  the  said  additional 
stock  shall  be  called  for,  by  the  party  of  the  second  part,  at 
such  times  and  in  such  installments  as  the  said  party  of  the 
third  part  may  require,  but  the  whole  amount  shall  be  called 
for  within  one  year  from  the  date  of  this  agreement ;  and  any 
such  stockholder  may,  at  his  option,  pay  up  the  whole  amount 
of  his  capital  stock,  at  any  time  on  or  before  the  first  day  of 
May,  1854,  with  interest  thereon  from  the  first  day  of  May 
last,  at  the  rate  of  seven  per  cent,  per  annum,  deducting  any 
dividend  which  may  have  been  paid  on  the  capital  stock  of  the 
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said  party  of  the  third  part  previously  to  that  time,  should  any 
have  been  paid. 


Exhibit  JVo.   1.— June  20,  1879. 

Memorandum  op  Agreement,  made  this  5th  day  of  April,  A. 
D.  1877,  between  the  New  York  Central  and  Hudson  River 
Railroad  Company,  the  Brie  Railway  Company,  by  H.  J. 
Jewett,  Receiver,  the  Pennsylvan  ia  Railroad  Company,  and  the 
Baltimore  and  Ohio  Railroad  Company,  witnesseth  : 

To  avoid  all  future  misunderstandings  in  respect  to  the 
geographical  advantages  or  disadvantages  of  the  cities  of  Bal- 
timore, Philadelphia,  and  New  York,  as  affected  by  rail  and 
ocean  transportation  ;  and  with  the  view  of  effecting  an  equal- 
ization of  the  aggregate  cost  of  rail  and  ocean  transportation 
between  all  competitive  points  in  the  west,  northwest,  and 
southwest,  and  all  domestic  or  foreign  ports  reached  through 
the  above  cities,  it  is  agreed: 

First. — That  in  lieu  of  the  percentage  differences  heretofore 
agreed  upon,  there  shall  be  fixed  differences  upon  the  rates  on 
all  eastbound  traffic  from  all  competitive  points  beyond  the 
western  termini  of  the  Trunk  Lines,  whether  on  freight  shipped 
for  local  consumption,  or  shipped  locally  and  afterwards  ex- 
ported, or  shipped  for  direct  export.  These  differences  shall 
be  as  follows  :  Three  cents  less  per  hundred  to  Baltimore,  and 
two  cents  less  per  hundred  to  Philadelphia,  than  the  agreed 
rates  established  from  time  to  time  to  New  York ;  and  all 
such  traffic  shall  be  billed  at  the  rates  thus  fixed,  and  no  ex- 
port or  other  drawback  shall  be  paid  thereon.  It  being  fur- 
ther agreed  that  the  cost  to  the  shipper  of  delivering  grain  at 
each  port  from  the  terminus  of  each  of  the  roads  to  the  vessel 
in  which  it  is  exported,  as  well  as  the  number  of  days  free 
storage  allowed  thereon,  shall  be  the  same. 

Second. — That  the  rates  to  Boston  shall  at  no  time  be  less 
than  those  to  New  York,  on  domestic  or  foreign  freights. 

Third. — Should  rail  and  ocean  steam  through  bills  of  lading 
be  issued,  neither  of  the  parties  hereto  will  accept,  as  its  pro- 
portion, less  than  its  current  local  rates  to  its  seaboard  ter- 


61 

mini.  But  no  joint  rail  and  ocean  sail  bills  of  lading  snail  be 
given  or  recognized  by  the  parties  hereto. 

Fourth. — That  on  all  westbound  traffic  passing  over  the 
roads  of  the  parties  hereto  from  competitive  points  at  or  east 
of  their  respective  eastern  termini  to  all  competitive  points 
west,  northwest  or  southwest  of  their  western  termini,  the  dif- 
ferences in  rates  from  Baltimore  and  Philadelphia  below  New 
York  shall,  on  third  class,  fourth  class  and  special,  be  the 
same  as  the  differences  fixed  on  eastbound  business,  and  on 
first  and  second  classes  eight  cents  per  hundred  less  from  Bal- 
timore and  six  cents  less  per  hundred  from  Philadelphia  than 
the  agreed  rates  from  New  York. 

And  that  after  existing  contracts  governing  foreign  business 
can  be  terminated,  neither  of  the  parties  hereto  will  accept 
as  its  proportion  of  the  through  ocean  steam  and  rail  rate,  less 
than  the  established  local  rates. 

Fifth.— AW.  agreements  inconsistent  herewith  are  hereby  an- 
nulled. 

In  witness  whereof  the  parties  hereto  have  affixed  their 
signatures  the  day  and  year  aforesaid,  to  this  agreement,  which 
is  intended  to  be  permanent ;  but  if  either  party  desires  a  modi- 
fication, three  months'  notice  must  be  given  of  such  desire, 
said  modification  to  be  made  by  mutual  agreement. 

N.  Y.  Central  &  Hudson  B.  B.  E.  Co., 

(Signed)         By  W.  H.  VANDEEBILT, 

V.  P. 

The  Erie  Bailway  Company, 

(Signed)  By  H.  J.  JEWETT, 

Rec'v'r. 

The  Pennsylvania  Bail  Boad  Co., 

(Signed)         By  THOMAS  A.  SCOTT, 

Prest. 

The  Baltimore  &  Ohio  Bail  Boad  Co., 

(Signed)        By  JOHN  W.  GABBETT, 

President. 
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Exhibit  No.  3  — June  20, 1879. 

Memorandum  of  Agreement  made  this  8th  day  of  June, 
1 877,  by  and  between  the  New  'York  Central  Railroad  Com- 
pany ;  the  Erie  Railway  Company  by  H.  J.  Jewett,  Receiver ; 
the  Pennsylvania  Railroad  Company,  and  the  Baltimore  & 
Ohio  Railroad  Company. 

For  the  purpose  of  maintaining  reasonable  and  uniform 
rates  of  freight  to  all  shippers,  and  of  preventing  unnecessary 
and  injurious  competition, 

It  is  agreed  that  all  through  westbound  freights  (except 
California  freights)  from  New  York  or  any  point  in  the  waters 
of  New  York  harbor,  or  which  is  rated  from  those  points  via 
rail  direct,  or  via  the  routes  of  the  parties  hereto,  via,  Jersey 
City,  Athens,  Amboy,  Newburgh,  Baltimore,  Philadelphia,  or 
any  other  point  of  interchange  from  water  to  rail,  on  business 
from  New  York  to  all  points,  whether  local  or  competitive,  be- 
yond and  including  the  Cities  of  Buffalo,  Black  Rock,  Suspen- 
sion Bridge,  Erie,  Dunkirk,  Salamanca,  Pittsburgh,  Wheeling, 
Bellaire,  and  Parkersburg,  shall  be  divided  between  the  parties 
hereto  in  the  following  named  proportions,  viz. : 
To  the  New  York   Central   and   Hudson  River 

Railroad  Company 33  per  cent. 

To  the  Erie  Railway  Company 33         " 

"      Pennsylvania  Railroad  Company 25        " 

"    Baltimore  &  Ohio  Railroad  Company   ....     9        " 

And  that  all  westbound  freight  from  the  waters  of  New 
York,  as  above,  to  California,  shall  be  divided  between  the  par- 
ties hereto  in  the  proportion  of  25  per  cent,  to  each. 

The  term  California  freights  is  understood  to  cover  all  freights 
destined  to  points  west  of  Ogden  via  Central  Pacific  Railroad 

The  method  of  dividing  the  traffic  shall  be  as  follows,  viz. : 

A  Joint  Agent  shall  be  appointed,  to  whom  shall  be  sent  daily 
an  impression  copy  of  each  way  bill  for  freight  forwarded, 
which  is  covered  by  this  agreement,  with  recapitulations  thereof 
verified  by  the  respective  station  agents.  There  shall  also  be 
furnished  to  the  said  Joint  Agent  copies  of  all  corrections  of 
such  way  bills  as  soon  as  made. 

The  Joint  Agent  shall  furnish  daily  to  each  of  the  parties 
hereto,  statements  showing  the  aggregate  tonnage  of  each  class 
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of  freight,  by  each  road.  He  shall  also  furnish  each  company 
at  the  end  of  each  week  a  statement  showing  the  excess  or 
deficit  of  each  class  carried  above  or  below  the  agreed  percent- 
ages of  the  parties  hereto,  which  shall  be  accompanied  by  in- 
structions to  the  companies  in  excess  to  deliver  upon  demand 
of  the  company  in  deficit  the  amount  of  tonnage  of  each  class 
required  to  equalize  as  agreed. 

He  shall,  at  the  same  time,  specify  the  roads  which  shall 
deliver  the  excess,  and  the  roads  to  which  it  shall  be  delivered^ 
and  the  roads  in  deficit  shall  promptly  demand  and  remove 
from  the  depots  of  the  companies  in  excess,  all  such  freights 
and  at  their  own  expense. 

Freights  used  for  equalizing  which  are  consigned  via  any 
specific  western  line  should  be  forwarded  over  that  line  when 
practicable. 

To  avoid  complications  with  consignees  the  deficiencies  in 
tonnage  due  any  of  the  parties  hereto  shall,  as  far  as  practic- 
able be  made  up  with  freights  destined  to  points  reached  by 
railways,  which  are  connected  with,  by  all  the  parties  hereto. 

It  being  understood  that  deficiencies  in  Californian  tonnage 
shall  only  be  made  up  with  California  freight. 

Uniform  bills  of  lading  and  shipping,  receipts  shall  be  used 
by  all  the  parties  hereto,  reserving  to  the  carrier  such  rights, 
as  to  the  route  by  which  the  freight  shall  be  forwarded,  as  may 
be  necessary  to  carry  out  this  agreement. 

The  salary  of  the  joint  agent,  and  the  expenses  of  his  office 
shall  be  paid  by  the  parties  hereto  in  the  same  proportions  in 
which  the  general  business  is  divided. 

Any  legal  liability  resulting  from  the  diversion  of  freight  in 
carrying  out  this  contract,  where  no  negligence  is  shown,  shall 
be  borne  by  the  parties  hereto,  in  proportion  to  their  percent- 
age of  the  business. 

Any  company  carrying  transferred  freights  under  this  agree- 
ment, shall  be  responsible  to  the  company  receipting  for  such 
freight  and  shall  hold  such  company  harmless  from  any 
,claims  for  loss  or  damage  that  may  occur  after  such  freight 
shall  have  been  transferred. 

This  contract  shall  go  into  effect  July  1st,  1877,  and  remain 
in  force  thereafter,  until  terminated  by  three  months''  written 
notice  given  by  either  party,  and  if  any  modification  thereof 
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is  desired,  the  points  of  such  proposed  modification  shall  be 
presented  in  writing. 

In  witness  whereof  the  parties  hereto  have  ex- 
[Signed.]         ecuted    the   same,  the    day   and   year  afore- 
said. 

N.  T.  0.4   H.  E.  E.  E.  Co., 

By  W.  K.  VANDEBBILT. 
Erie  Eailway  Co., 

By  H,  J.  JEWETT, 

Receiver. 
Penna.  Co., 

By  THOS.  A.  SCOTT. 
B.  &  O.  E.  E., 

By  J.  W.  GAEEETT. 


Exhibit  Mo.  3.— June  20,  1879. 

Cost  of  Eailboad  Teanspoetation,  Eail  Eoad  Accounts  and 
Governmental  Eegulation  of  Eailroad  Tariffs,  by  Albert 
Fink,  Vice-President  and  General  Superintendent  of  the 
Louisville  &  Nashville  and  Great  Southern  Eail  Eoad. 
Extract  from  the  Annual  Eeport  of  the  Louisville  & 
Nashville  Eail  Eoad  Company. 

********* 

CLASSIFICATION   OF   OPERATING   EXPENSES. 

Before  leaving  this  subject  attention  is  called  to  the  classifi- 
cation of  accounts  in  tables  XII  and  XIII.  It  will  be  ob- 
served that  the  accounts  are  divided  into  three  classes  : 

Maintenance  of  road,  buildings,  and  general  expense,  from 
account  1  to  29. 

Station  expenses,  from  account  30  to  40. 

Movement  expenses,  from  account  41  to  74. 

The  expenditures  of  each  class  bear  a  distinct  character,  to 
which  I  will  now  refer  more  particularly. 

Those  in  the  first  class  are  not  affected  by  the  amount  of  busi- 
ness transacted,  within  certain  limits  to  be  referred  to  here- 
after.   The  roadway  must  be  kept  in  good  order,  cross-ties 
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when  decayed  must  be  renewed,  bridges  kept  in  repair,  and  a 
certain  organization  of  officers  and  men  must  be  kept  upj 
whether  one  or  more  trains  are  to  pass  over  the  road. 

This  class  of  expenditure  per  mile  of  road  will  vary  on  dif- 
ferent roads,  according  to  the  permanency  of  construction,  the 
number  of  bridges  to  be  kept  in,  repair,  the  nature  of  the  soil,  the 
climate,  and  many  other  local  conditions.  They  will  also  vary 
with  the  amount  of  business,  but  only  to  the  extent  to  which 
an  increase  of  business  requires  more  extensive  accommoda- 
tion, such  as  depot-buildings,  side-tracks,  etc.,  which  have  to 
be  kept  in  repair.  On  a  road  with  an  established  business, 
and  having  suitable  accommodation  for  the  same,  considerable 
variation  in  business  may  take  place  without  affecting  this 
class  of  expenditures. 

The  second  class  of  expenditures  are  incurred  at  stations  in 
keeping  up  an  organized  force  of  agents,  laborers,  etc.,  for  the 
purpose  of  receiving  and  delivering  freight,  the  selling  of 
tickets,  etc. 

One  portion  of  these  expenditures  does  not  vary  with  the 
amount  of  business  ;  another  portion  does.  A  certain' number 
of  agents  have  to  be  employed,  whether  there  is  more  or  less 
work  to  be  done;  lint  the  number  of  persons  employed  to 
handle  freight  may  be  varied  in  proportion  to  the  number  of 
tons  of  freight  to  be  handled.  This  whole  class  of  expendi- 
tures, however,  is  entirely  uninfluenced  by  the  length,  that 
either  freight  or  passengers  are  hauled,  or,  in  other  words,  by 
the  work  ol  transportation  performed.  Freight  or  passengers 
may  be  hauled  five  or  two  hundred  miles,  the  station  expenses 
incurred  on  their  account  being  the  same. 

In  the  third  class  of  expenditures  have  been  collected  all 
those  that  vary  with  the  number  of  trains  run. 

On  roads  on  which  there  is  sufficient  freight  business  to  fill 
all  trains  that  are  run  from  one  terminus  of  the  road  the 
amount  of  freight  transported  will  be  nearly  in  proportion  to 
the  number  of  freight  train-miles ;  and  hence  on  such  roads 
this  third  class  of  expenditures  will  be  nearly  in  proportion  to 
the  amount  of  business.  It  is  this  class  of  expenditures, 
alone  which  possesses  that  characteristic. 

On  roads,  however,  upon  which  freight  trains  have  to  be 
run  at  stated  times,  whether  fully  loaded  or  not,  this  class  of 
expenditures  does  not  vary  with  the  business,  but  very  nearly 
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with  the  number  of  trains  run.  Tbj  expenditures  and  amount 
of  freight  transported  in  this  case  are  irrelative,  the  cost  of 
transporting  freight  being  dependent  entirely  upon  tbe  loads 
as  accidentally  offered  for  transportation. 

To  the  three  classes  of  expenditures  just  named,  and  which 
have  been  shown  separately  and  in  detail  in  tables  XII.  and 
XIII.,  must  be  added  a  fourth,  not  shown  in  these  tables,  but 
which  forms  a  large  proportion  of  the  total  operating  expenses 
of  railroads — viz.,  the  interest  on  the  capital  invested. 

This  class  is  mainly  uninfluenced  by  the  amount  of  work 
done.  Only  so  far  as  an  increase  of  business  involves  the  neces- 
sity of  additional  investments  for  its  accommodation  is  it  in- 
fluenced by  the  amount  of  business. 

In  the  consideration  of  the  subject  of  the  cost  of  railroad 
transportation,  it  is  of  the  greatest  importance  to  discriminate 
between  the  expenditures  which  vary  with  the  amount  of  work 
performed  and  those  which  are  entirely  independent  thereof. 
The  latter  form  so  large  a  proportion  of  the  total  operating  ex- 
penses of  railroads  that  it  becomes  impossible  to  make  the 
amount  of  work  performed  a  criterion  or  measure  of  the  cost. 

The  fixed  or  inevitable  expenses  which  attach  to  the  opera- 
tion of  railroads,  and  which  are  the  same  whether  one  or  many 
trains  are  run  over  a  road,  have  to  be  ascertained  separately 
in  each  individual  case.  These  expenditures  are  in  the  nature 
of  a  tax  upon  the  business  of  the  road  ;  the  smaller  the  busi- 
ness the  larger  the  tax.  What  the  tax  may  or  should  be  per 
ton  of  freight  or  per  passenger  carried  in  any  one  case  can  not 
be  predetermined  by  any  general  rule  or  law,  but  can  only  be 
ascertained  after  the  two  elements  on  which  it  depends — (1) 
the  fixed  expenditures,  and  (2)  the  amount  of  work  done — are 
actually  known.  These  elements  vary  on  all  roads ;  it  would 
be  a  singular  accident  to  find  them  alike  on  any  two. 

The  disregard  of  these  facts  in  estimating  the  cost  and  the 
value  of  railroad  transportation  with  a  view  of  judging,  of  the 
reasonableness  of  railroad  tariffs,  has  led  to  many  erroneous 
conclusions,  which  appear  to  be  now  fixed  in  the  public  mind. 
It  is  of  great  importance  to  the  owners  of  railroad  property  at 
this  present  time — more  so  perhaps  than  heretofore— to  pos- 
sess correct  information  upon  the  subject  of  the  cost  of  railroad 
transportation.  It  may,  therefore,  not  be  considered  out  of 
place  here  to  show  how  the  cost  of  transportation  varies  upon 
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the  various    roads   operated  by  the  Louisville  &  Nashville 
Railroad,  and  the  reasons  therefor. 

The  following  table  (A)  shows  the  percentage  of  the  four 
classes  of  expenditure  above  referred  to,  of  the  total  operating 
expenses  on  the  seven  roads  operated  by  the  Louisville  & 
Nashville  Railroad  Company : 


TABLE 

A. 

M.  8. 

M.  L. 

N.  &D. 

K.  B. 

B.  B. 

K.  B. 

G.  B. 

41.367 
18.161 
14.453 

38.589 
12.924 
17.179 

38.594 
12.259 
17.554 
31.593 

22.428 
4.  .67 
17.964 
55.241 

19.490 
6.209 

17.634 
5.R32 

22.505      17.295 
51.7961     59.239 

26.019'     31.308 

56.871 

Total 

ioo.ooo  ioo. non 

100.000 

100.000 

100.000    1 00.000 

100.000 

From  this  table  will  be  seen  the  great  diversity  existing  in 
the  relative  proportions  of  each  class  of  expenditures. 

The  movement  expenses,  the  cost  of  conveying  freight  from  one 
place  to  another  after  it  is  loaded  in  the  cars — the  transporta- 
tion expenses  proper — are  41 . 3  per  cent,  on  the  Main  Stem, 
and  only  17 . 6  on  the  Richmond  Branch,  of  the  total  operating 
expenses.  We  have,  therefore,  in  once  case  58 . 7,  in  the  other 
82 . 4  per  cent,  of  the  total  operating  expenses,  which  are  en- 
tirely uninfluenced  by  the  amount  of  work  performed  as  meas- 
ured by  weight  and  distance,  or  ton-miles. 

The  station  expenses  vary  from  4 . 3  per  cent,  on  the  Knox- 
ville  Branch  to  18.1  per  cent,  on  the  Main  Stem  of  the  total 
operating  expenses. 

The  cost  of  maintenance  of  road  is  9 . 3  per  cent,  on  the  Glas- 
gow Branch,  and  22 . 5  on  the  Bardstown  Branch. 

The  interest  account  is  26  per  cent,  on  the  Main  Stem,  and 
59 . 2  per  cent,  on  the  Richmond  Branch. 

With  such  great  variations  in  the  constituting  elements  of 
the  cost  of  transportation,  uniformity  in  the  final  results  can 
not  be  expected. 


CAUSES   OP  DIFFERENCE   IN  COST   OP   TRANSPORTATION. 

I  will  now  compare  the  expenditure  of  each  class  per  ton- 
mile  on  the  seven  roads,  and  show  more  particularly  the  rea- 
sons for  the  great  difference  in  cost. 
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The  following  table  (B)  shows  each  class  of  operating  ex- 
penses per  ton-mile  on  the  seven  roads  operated  by  the  L.  & 
N.  E.  E.  Co.  : 


TABLE   B. 


Cost  per  ton-mile. 

M.  S. 

M.   L. 

N.  k  D. 

K.   B. 

B.  B. 

K.   B. 

a.  B. 

Cents. 
.7365 
.3233 
.2573 

Cents. 
.8102 
.2714 
.3607 

Cents. 
.9787 
.3109 
.4451 

Cents. 
.9364 
.  823 
.7499 

Cents, 

1.5039 

.4791 

1.7366 

Cents. 

1.6934 

.5601 

1.6608 

Cents. 

.9563 

1.7877 

1.3171 
.4633 

1.4423 
.6574 

1.7347 
.8011 

1.8686 
2.3061 

3.7196 
3.9968 

3.9143 
5.6887 

8.2368 

Total  oper'g  exp.  and  interest. 

1.7804 

2.0997 

2.5358 

4.1747 

7.7164 

9.6030 

19.0983 

Movement  expenses  (comprised  of  items  41-73,  tables  XII  and 
XIII).  It  appears  that  on  the  first  four  roads  this  class  of  ex- 
penditures varies  from  .73  cents  to  .97  cents  per  ton-mile  ;  on  the 
last  three  named  from  1.50  cents  to  5.49  cents  per  ton-mile. 
The  first  four  roads  belong  to  that  class  on  which  fully  loaded, 
freight-trains  can  be  started  from  one  terminus  of  the  road  ;  on 
the  last  three  named  trains  are  started  at  regular  times,  re- 
gardless of  the  amount  of  load  that  is  to  be  carried.  Hence 
we  find  greater  agreement  in  the  cost  of  moving  one  ton  one 
mile  on  the  first  four  roads  than  on  the  latter,  on  which 
the  cost  depends  altogether  upon  accidental  causes. 

If  on  the  first  four  roads  the"  grades,  curves,  and  the  cost  of 
labor  and  material  were  the  same,  and  also  the  character  of 
the  business,  then  the  cost  per  ton-mile  should  be  the  same  ; 
but  as  these  elements  of  cost  differ,  uniformity  in  the- cost  even 
in  the  movement  expenses  cannot  be  expected. 

The  character  of  the  business  of  a  road  has  a  great  influence 
upon  the  co&t  of  transportation. 

We  find  the  average  train  loads  carried  on  the  first  four 
roads,  and  the  movement  expenses  per  ton-mile,  as  follows : 


_ ;  train-loads tons 

Movement  expenses  per  ton cents 


M.  S. 


135 

0.73 


M.  L. 


113 
0.81 


N<feD. 


96 
0.97 


K.  B. 


77 
0.93 


On  the  Main  Sfem  the  average  net  load  carried  per  train  is 
nearly  twice  as  much  as  on  the  Knoxville  Branch. 

On  the  first  named  road  a  large  amount  of  freight  is  carried 
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Over  its  whole  length  ;  while  on  the  latter,  which  is  a  mere 
local  road,  it  only  passes  over  a  portion  of  its  whole  length. 
The  capacity  of  the  locomotive  and  train  can  not  therefore  be 
as  fully  utilized  on  the  latter  as  on  the  former  road. 

On  the  Main  Stem  the  tonnage  in  one  direction  is  73  per 
cent  of  the  tonnage  in  the  other  direction,  while  on  the  Knox- 
ville  Branch  it  is  only  21  per  cent.  ;  hence  more  empty  cars 
have  to  be  run  on  the  latter  than  on  the  former  road. 

The  result  is  that  an  average  of  135  tons  of  freight  is  being 
carried  per  train  on  the  Main  Stem,  while  only  77  tons  can  be 
carried  on  the  Knoxville  Branch ;  yet  the  same  attention  is 
paid  on  both  roads  to  secure  maximum  loads  to  each  train. 

It  is  the  character  of  the  business  peculiar  to  each  road  that 
brings  about  this  great  difference,  which,  of  course,  influences 
the  cost  of  transportation. 

On  roads  on  which  there  is  not  sufficient  business  to  secure 
full  loads  to  the  trains  from  one  or  the  other  of  the  terminal 
stations  the  difference  in  the  movement  expenses  per  ton  is 
found  still  greater. 

The  following  table  shows  the  average  loads  carried  in  the 
trains  of  the  three  branch  roads,  and  the  cost  per  ton-mile  for 
moving  the  freight : 


Average  number  of  tons  of  freight  carried  on  one  train.  .  . . 
Movement  expenses  per  ton-mile cents 


B.  B. 


18.2 
1.5 


R.  B. 


24.0 
1.7 


G.  B. 


4.H 
5.5 


It  is  on  account  of  the  small  loads  carried  on  the  Glasgow 
Branch  per  train  (4.9  tons)  that  the  movement  expenses  are  so 
much  larger  than  on  the  other  branches,  on  which  the  trains 
carry  from  18.2  to  24  tons. 

Station  expenses  (items  30-40,  tables  XII  and  XIII).  The 
elements  controlling  the  cost  per  ton-mile  for  station  expenses 
are : 

(a.)  The  cost  of  handling  one  ton  of  freight — for  loading,  un- 
oading,  clerking,  agents'  salaries,  depot  expenses,  switching, 
etc. 

(b.)  The  length  of  haul. 

Supposing  that  the  cost  of  handling  freight  per  ton  were 
the  same  on  all  roads  and  at  all  stations  of  a  road,  then  the 
cost  per  ton-mile  of  freight  would  vary  according  to  the  length 
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of  haul.  For  each  particular  length  of  haul  there  would  be  a 
different  cost  per  ton-mile  for  this  service. 

By  refereuce  to  Table  XIV  it  will  be  seen  that  the  average 
cost  of  station  expenses  per  ton  of  freight  handled  on  the 
Main  Stem  of  the  road  is  23  cents.  For  freight  that  passses 
over  the  whole  length  of  the  line,  say  between  Louisville  and 
Memphis,  the  cost  per  ton-mile  would  be  f^V  =0.12  cents,  and 
for  freight  carried  only  for  five  miles  it  would  be  ?2^-3=9.2 
cents.  We  have  therefore  a  difference  between  the  cost  per 
ton-mile  from  0.12  to  9.2  cents,  although  the  actual  cost  of  per- 
forming the  work  was  the  same  in  both  cases ;  thus  showing 
that  the  ton-mile  is  not  a  proper  unit  of  measure  of  cost  of 
this  service. 

But  there  is  even  considerable  variation  in  the  cost  of  hand- 
ling one  ton  of  freight  at  various  stations,  as  will  appear  from 
an  examination  of  Table  XIV,  which  shows  the  station  ex- 
penses per  ton  and  the  number  of  tons-  of  freight  handled 
at  each  station.  We  can  ascertain  from  this  table,  in  connec- 
tion with  Table ,  the  average  cost  per  ton-mile  of  freight 

handled  at  each  station. 

The  latter  table  gives  the  number  of  ton-miles  of  freight  re- 
ceived and  forwarded  from  each  station.  Dividing  the  number 
of  tons  into  the  number  of  ton-miles  gives  the  average  haul, 
and  dividing  this  into  the  cost  per  ton  for  handling  gives  the 
average  cost  per  ton-mile  for  handling  freight. 

For  example,  take  Brooks  Station.  Number  of  tons  of 
freight  received  and  forwarded  (Table  XIV),  654 ;  freight  to 
and  from  Brooks  Station  was  carried  14,335  miles  (Table —  ); 
therefore  the  average  haul  -Lfff-5  =  21.8  miles  ;  station  ex- 
penses per  ton  at  Brooks  Station  (Table  XIV),  7i  cents ;  cost 
per  ton-mile  1?Tl.-s  =  3.26  cents.  To  this  has  to  be  added  the 
expenses  at  the  station  from  or  to  which  the  freight  was  for- 
warded. 

If  both  stations  are  known,  the  cost  per  ton-mile  for  station 
expenses  can  be  readily  ascertained  from  Table  XIV.  For 
example,  for  freight  shipped  between  Louisville  and  Brooks 
Station,  distance  9.2  miles  : 

Station  expenses  at  Brooks  Station  per  ton 71.0  cents. 

Station  expenses  at  Louisville  per  ton 24.3      " 

Total  cost  per  ton 95.3      " 

Length  of  haul,  9.2  miles;  cost  per  ton-mile,  10.4  cents. 


71 

This  example  sufficiently  illustrates  the  great  variety  in 
cost,  and  the  impossibility  of  making  the  ton-mile  the  measure 
of  cost  of  or  compensation  for  this  service.  The  ton  handled 
would  be  a  more  correct  measure,  although  there  is  necessarily 
much  variety  even  in  this  cost,  as  we  have  seen,  and  as  will 
still  further  appear  from  an  examination  of  Table  XIV. 

It  must  therefore  be  evident  that  it  is  impossible  to  prede- 
termine the  cost  per-  ton-mile  of  freight  for  handling  without 
taking  into  consideration  the  length  of  the  haul  and  the  con- 
ditions under  which  the  station  service  has  to  be  performed. 

Maintenance  of  roadway  and  general  expenses  (items  1-29). — 
The  two  elements  that  determine  the  cost  per  ton-mile  for  this 
service  are — 

1.  The  cost  of  maintaining  one  mile- of  road,  etc.,  during  a 
given  time. 

2.  The  number  of  tons  of  freight  passed  over  it  during  the 
same  time. 

The  former  differs  on  each  road,  and  so  does  the  latter ; 
hence  uniformity  in  cost  per  ton-mile  is  impossible. 

The  following  table  shows  the  cost  of  maintenance  of  road- 
way and  general  expense  per  mile  of  road  on  the  seven  roads 
operated  by  the  Louisville  &  Nashville  Kailroad  Company 
during  the  last  year,  and  the  average  number  of  tons  of  freight 
passed  over  one  mile  of  each  road ;  also  the  cost  per  ton- 
mile: 


M.  S. 

M.  L. 

•N.  k  D. 

K.  B. 

B.  B. 

K.  B 

G.  B. 

Cost  of  maintenance  of  road  per 
mile  per  year  (Table  III,  item 

$1,867.87 

433,662 
0.26 

$1,142.25 

152,273 
0.36 

$1,243.49 

143,378 
0.41 

906.76 

72,456 
0.75 

436.69 

11,5315 
1.74 

436.61 

16,656 
1.66 

262.73 

Tons  of  freight  passed  over  one 

6,137 

1.78 

Part  of  the  cost  of  maintenance  of  roadway  and  buildings  is 
chargeable  to  the  passenger  traffic.  The  division  of  charges 
between  the  two  classes  of  traffic  has  been  made  in  proportion 
to  train-miles.  It  follows  from  this  that  the  cost  per  ton-mile 
of  freight  is  in  a  measure  affected  by  the  relative  use  made  of 
a  road  by  the  passenger  and  freight  traffic. 

From  this  statement  will  be  noticed  the  great  difference 
in  cost  of  maintaining  one  mile  of  road,  building,  etc.     On  the 


72 

Main  Stem   this  cost  is   $1,857.87,  on  the   Glasgow   Branch 
$262.73  per  mile. 

ip  examination  of  the  items  from  1  to  28,  Table  XIII,  will 
show  in  what  particulars  these  differences  occur.  A  few  may 
be  mentioned  here.  The  cost  per  mile  on  the  Main  Stem  and 
Glasgow  Branch  is  as  follows  : 


Renewal  of  ties 

Bridge  superstructure 

Ditching 

General  expense 

Salaries,  insurance,  and  taxes 

Total 


M.  S. 


$1,134.92 


G.  B. 


32.96 
28.14 
26'.06 


t.16 


The  difference  in  cost  in  these  five  items  on  the  Main  Stem 
and  Glasgow  Branch  is  $1,050.76  per  mile  of  road.  Part  of  this 
great  difference  is  caused  from  the  fact  that  on  one  road  greater 
expenditures  were  made  during  this  year  than  was  due  to  the 
year's  business  ;  on  the  other  road  less.  It  will  be  remembered 
that  the  yearly  depreciation  of  cross-ties  on  the  Main  Stem 
was  found  to  be  for  16J  years  at  the  rate  of  $257.11  per  mile, 
while  during  the  past  year  there  was  expended  $368.89  on  the 
Main  Stem,  and  on  the  Glasgow  Branch  only  $32.96  per  mile  ; 
the  first  sum  more,  the  latter  considerably  less  than  is  re- 
quired to  make  a  good  year's  depreciation. 

There  are  great  differences  in  other  expenses,  such  as  re- 
pairs of  bridges,  on  the  two  roads.  On  the  Main  Stem,  as  has 
been  mentioned  before,  the  cost  of  bridge  repairs  during  the 
last  year  was  unusually  heavy,  while  on  the  Glasgow  Branch, 
with  only  one  small  bridge,  the  cost  is  very  small.  The  gen- 
eral expenses  of  administration  on  the  Main  Stem  are  not  in- 
curred on  the  Glasgow  Branch,  which  is  also  exempt  from 
taxation.  Hence  the  great  difference  in  cost  of  maintenance 
of  road  and  buildings  and  general  superintendence  between 
the  two  roads. 

When  we  examine  into  the  differences  existing  in  regard  to 
the  amount  of  business  transacted  in  one  year  over  one  mile  of 
road — the  other  element  named  which  enters  into  the  cost  of 
one  ton  per  mile — we  find,  the  variation  still  greater.     On  the 
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Main  Stem  433,662  tons,  on  the  Glasgow  Branch  only  6,137 
tons,  pass  over  one  mile  of  road  per  year.  We  can  therefore 
not  be  surprised  that  the  cost  on  the  Main  Stem  for  mainten- 
ance of  road  is  only  one  fourth  of  a  cent  per  ton-mile  and  on 
the  Glasgow  Branch  1.8  cents. 

Interest  account. — The  original  cost  of  the  road  and  the  rate 
of  interest  form  one  element,  and  the  amount  of  business 
transacted  the  other  which  determines  the  cost  per  ton-mile. 

The  cost  of  roads  per  mile  and  the  business  transacted  over 
the  same  vary  so  much  that  the  cost  per  ton-mile  for  interest 
can  not  be  expected  to  be  the  same  in  any  two  cases. 

It  is  impossible  to  predetermine  what  is  a  proper  charge  for 
interest  on  any  particular  road  until  these  elements — viz.,  the 
cost  of  road  and  the  amount  of  business — are  known. 

On  the  Main  Stem  of  the  Louisville  &  Nashville  Railroad, 
dividing  the  number  of  ton-miles  of  freight  carried  into  the 
interest  chargeable  to  the  freight  business,  the  cost  per  tori- 
mile  is  0.46,  while  on  the  Richmond  Branch  it  is  10.86  cents, 
over  twanty  times  as  much.  On  the  five  other  roads  the  inter- 
est charge  varies  from  0.6")  to  5.7  cents  per  ton-mile.  (For 
further  particulars  refer  to  Table  B,  page  68.) 

We  have  now  considered  the  variation  in  each  class  of  ex- 
penditures and  the  causes  therefor  per  ton-mile.  When  we 
find  so  much  variation  in  the  elements  which  make  up  the  cost 
of  transportation,  we  can  not  expect  to  find  uniformity  in  the 
total  cost. 

From  Table  B  it  appears  that  the  variation  in  the  total  cost 
per  ton-mile  is  from  1.78  cents  on  the  Main  Stem  to  19.09 
cents  on  the  Glasgow  Branch.  The  work  performed — viz.,  the 
movement  of  one  ton  of  freight  one  mile — is  the  same  on  all 
roads,  yet  the  cost  of  performing  is  ten  times  more  on  one 
road  than  on  the  other. 

Great  as  this  variation  is  on  the  seven  roads  under  the  same 
management,  the  variation  of  the  cost  per  ton-mile  is  still 
greater  even  on  the  same  road,  depending  as  it  does  upon  the 
different  conditions  under  which  the  service  has  to  be  per- 
formed. It  would  lead  here  too  far  to  thoroughly  analyze 
the  cost  of  railroad  transportation  in  all  its  details,  and  I  will 
only  state  that  a  careful  investigation  shows  that  under 
the  ordinary  conditions  under  which  transportation  service  is 
generally  performed  the  cos,t  per  ton-mile  jn  some  instances 
10 
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may  not  exceed  one  seventh  of  a  cent,  and  in  others  will  be  as 
high  as  73  cents  per  ton-mile  on  the  same  road.  The  lower 
cost  applies  to  freight  carried  in  cars  that  otherwise  would  re- 
turn empty;  the  higher  cost  to  freight  in  small  quantities 
carried  short  distances. 

It  is  impossible  to  predetermine  the  cost  of  carrying  freight 
on  any  one  road  unless  the  conditions  under  which  is  it  to  be 
carried,  as  far  as  they  affect  the  cost  of  transportation,  be 
previously  known. 

In  order  to  estimate  the  cost  of  transportation  under  the 
various  conditions  that  occur,  it  is  necessary  to  classify  the 
expenditures,  and  to  separate  those  that  increase  with  the 
amount  of  work  done  from  those  that  are  fixed  and  indepen- 
dent of  it ;  and  to  ascertain  the  ratio  of  increase  of  cost  with 
the  increase  of  work.  Without  such  an  analysis  of  the  cost  it 
is  impossible  to  solve  the  question  of  cost  of  transportation 
that  arises  in  the  daily  practice  of  railroad  operation.  A  mere 
knowledge  of  the  average  cost  per  ton-mile  of  all  the  expen- 
ditures during  a  whole  year's  operation  is  of  no  value  what- 
ever in  determining  the  cost  of  transporting  any  particular 
class  of  freight,  as  no  freight  is  ever  transported  under  the 
average  condition  under  which  the  whole  year's  business  is 
transacted.  We  can  therefore  not  make  the  average  cost  per 
ton-mile  the  basis  for  a  tariff,  if  it  is  to  be  based  upon  cost ; 
but  we  must  classify  the  freight  according  to  the  conditions 
affecting  cost,  and  ascertain  the  cost  of  each  class  separately. 

A  formula  is  given  on  page  95,  showing  the  various  elements 
entering  into  the  calculation  of  the  cost  of  railroad  transpor- 
tation. 

COMPAEISON  BETWEEN  BAILROAD  AND  OTHER  .  TkANSPOBTATION. 

The  problem  of  ascertaining  the  cost  of  railroad  transporta- 
tion is  not  quite  so  simple  as  it  may  at  first  sight  appear.  It  is 
much  easier  to  determine  the  cost  of  wagon,  canal,  or  steam- 
boat transportation.  The  common  carrier  by  wagon  or  canal 
knows  the  exact  amount  of  toll  he  has  to  pay,  and  assumes  no 
risk  of  an  investment  in  an  expensive  roadway.  Nature  fur- 
nishes a  roadway  to  the  carrier  by  steamboat,  and  keeps  it  in 
repair  free  of  charge.  Hence  in  estimating  the  cost  of  trans- 
portation by  wagon,  canal,  or  steamboat,  two  of  the  most  un- 
certain and  changeable  elements,  and   at  the  same  time  the 
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costliest,  of  railroad  transportation  are  eliminated  from  the 
calculation.  Railway  companies  are  not  only  common  carriers: 
they  are  also  'proprietors  of  a  roadway.  Their  tariff  charges  are 
not  only  for  transportation  service  proper,  for  the  service  ren- 
dered as  common  carriers,  but  also  for  the  use  of  the  roadway  for 
its  maintenance,  and  for  the  risk  assumed  in  the  investment. 

Notwithstanding  this  distinctive  character  of  railroad  service, 
as  compared  with  that  performed  by  other  common  carriers,  it 
is  sought  to  regulate  the  tariffs  of  railroads  and  to  judge,  com- 
pare, and  criticise  the  same  by  the  same  measure  or  rule  that 
applies  properly  only  to  the  service  of  common  carriers  ;  viz., 
the  measure  of  weight  of  freight  and  distance  to  which  it  is 
carried.  The  idea  prevails  that  the  cost  of  transportation  of  a 
ton  of  freight  on  one  railroad  should  not  materially  differ 
from  that  on  others,  and  that  the  cost  of  moving  freight 
should  be  in  exact  proportion  to  the  distance  to  which  it  is 
carried. 

These  rules  might  be  applied  with  some  degree  of  justice  to 
the  cost  of  moving  freight,  although  even  here  discrimination 
between  different  roads  and  different  lengths  of  haul  must  be 
made ;  but  the  measure  of  weight  and  distance — the  ton-mile 
— cannot  be  used  as  a  measure  of  cost  incurred  by  railroad 
companies  as  proprietors  of  the  roadway.  This  service  must  be 
measured  by  different  rules.  The  cost  of  the  roadway,  the 
rate  of  interest  and  discount  in  obtaining  money,  the  cost  of 
the  maintenance,  and  the  actual  use  made  of  the  roadway  form 
the  proper  data  for  calculation. 

On  the  seven  roads  operated  by  the  Louisville  &  Nashville 
Bailroad  Company  the  cost  of  maintenance  of  road  and  inter- 
est on  investment,  when  distributed  over  the  number  of  ton- 
miles  carried  over  the  roads,  is  as  follows  (see  Table  B,  page 
68)  : 


Cost  per  ton-mile cents  0.7206 


M.  S.    M.  L.   N.<fc  D.  K  B.     B.  B.    R.  B.     G.  B. 


1.0181 


1.2462 


3.0560 


5.7334 


'7.3495  12.6492 


This  statement  shows  the  great  difference  in  cost,  from  0.7 
cents  to  12.6  cents  per  ton-mile,  although  the  service  rendered 
is  exactly  the  same  :  the  use  of  the  roadway  for  one  mile  for  the 
purpose  of  moving  over  it  one  ton  of  freight. 
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Were  these  roads  owned  by  one  party  and  used  by  another 
(the  latter  common  carriers  merely),  the  toll,  or  the  charge  for 
the  use  of  the  roadway  would  have  to  be  made  according  to 
these  figures,  in  order  to  reimburse  the  proprietor  for  the  cost 
of  the  service.  If  the  common  carrier  would  then  charge  sepa- 
rately for  his  services  for  moving  the  freight  by  the  ton-mile, 
and  for  handling,  warehousing,  and  taking  care  of  it  by  the  ton, 
the  difference  between  the  charges  for  the  service  as  common 
carriers  on  the  different  roads  would  not  be  so  great. 

If  the  charges  for  railroad  transportation  were  thus  subdi^ 
vided,  the  reasonableness  of  the  same  could  be  more  readily 
explained  and  understood.  The  confusion  which  exists  in  the 
minds  of  some  people  on  the  subject  of  railroad  tariffs  arises 
from  the  prevailing  practice  of  combining  the  charges  for 
three  distinct  services  in  one,  and  applying  a  measure  to  the 
whole  which  only  can  properly  be  applied  to  a  portion  of  it. 

So  strong  has  become  the  conviction  in  the  public  mind  that 
there  should  be  uniformity  in  the  cost  of  railway  transporta- 
tion that  it  has  found  expression  in  some  of  the  states  in  leg- 
islative acts  enforcing  uniformity  in  compensation,  while  the 
natural  laws  governing  cost,  causing,  as  we  have  seen,  so  great 
a  difference,  are  allowed  to  operate  undisturbed. 

The  ton-mile,  without  further  inquiry  as  to  its  adaptability, 
is  made  the  measure  of  cost.  If  by  comparing  the  tariffs  of 
different  roads,  or  the  tariff  for  different  services  on  the  same 
road,  a  difference  be  discovered,  the  road  charging  the  higher 
rates  stands  convicted  of  practicing  extortion  and  unjust  dis- 
crimination. 

Upon  such  evidence  as  this,  laws  have  been  enacted  in 
some  states  for  the  purpose  of  preventing  extortion,  and 
which  affect  injuriously  railroad  property  and  the  rights  of  a 
great  many  innocent  people. 

GOVERNMENTAL  REGULATION   OP  RAILROAD   TARIFFS. 

It  can  not  be  denied  that  a  law  forcing  railroad  companies 
to  furnish  the  use  of  their  roads  and  to  transact  the  business 
of  a  common  carrier  for  less  than  cost  is  simply  a  law  of 
confiscation,  no  matter  under  what  pretext  of  authority  it  is 
enacted.  It  can  hardly  be  maintained,  in  the  light  of  our 
knowledge    of  human  nature,  that  at  the  time  the  contracts 
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between  some  of  the  states  and  the  builders  of  the  roads 
were  made  the  latter  were  given  to  understand,  as  distinctly 
and  clearly  as  they  are  now  made  to  understand,  that  the 
state  reserved  the  right  to  confiscate  their  property  at  pleasure. 
It  appears  that  the  interpretation  of  the  law  by  one  party 
to  the  contract  was  a  great  surprise  to  the  other,  originating 
as  it  did  many  years  after  the  contract  was  made,  during 
which  time  the  construction  now  put  upon  it  was  not  thought 
of  or  sought  to  be  enforced.  In  ordinary  cases  the  true 
meaning  of  a  contract,  if  not  unequivocally  expressed,  is  de- 
termined from  the  manner  in  which  the  same  has  been  ex- 
ecuted through  a  long  period  of  time ;  but  this  does  not  seem 
to  hold  good  when  railroads  are  parties  to  the  contract. 

The  question  as  to  the  right  and  the  extent  of  the  right 
of  the  government  of  a  state  or  the  national  government  to 
prescribe  fixed  compensation  for  specific  transportation  ser- 
vices, or  to  regulate  in  a  more  general  manner  the  railroad 
tariffs,  is  one  of  great  interest  and  importance  to  all  owners  of 
railroad  property. 

The  relations  of  the  Louisville  &  Nashville  Eailroad  Com- 
pany to  the  states  in  which  it  is  located  are  well  defined  by 
the  several  charters ;  yet  the  national  government,  at  least 
one  branch  of  it,  has  lately  claimed  jurisdiction  over  railroad 
tariffs,  on  the  plea  of  having  the  power  under  the  constitution 
to  regulate  commerce  between  the  states ;  and  there  prevails  a 
general  tendency  in  the  public  mind  that  something  must  be 
done  in  the  way  of  railroad  legislation. 

In  the  last  Legislature  of  the  state  of  Kentucky  a  law  was 
passed  through  the  Senate  making  it  obligatory  on  all  the 
roads  in  the  state  to  carry  way  freight  (including  the  cost  of 
handling  it)  at  a  rate  not  exceeding  25  per  cent,  over  the  low- 
est rate  per  mile  charged  at  the  same  time  for  through  freight. 
A  full  explanation  of  the  chartered  rights  of  the  company,  and 
of  the  bearing  and  effect  of  such  a  law  upon  the  railroads  of 
the  state  and  upon  public  interests,  was  made  to  the  intelligent 
committees  of  both  legislative  branches,  and  this  was  sufficient 
to  prevent  the  final  enactment  of  that  law. 

In  the  Legislature  of  the  state  of  Tennessee  several  laws  on 
the  subject  of  railroad  tariffs  passed  through  one,  and  some 
through  the  other  branch  of  the  Legislature,  and  only  failed  at 
the  close  of  the  session  for  want  of  time. 
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These  laws  were  of  such  a  character  that  had  they  passed, 
and  could  they  have  been  enforced,  would  have  ruined  the 
whole  railroad  property  of  that  state. 

It  is  true  that  such  legislation  could  be  clearly  proven  illegal 
and  void,  both  under  our  charters  and  under  the  constitutions 
of  the  states,  yet  during  the  time  required  to  do  so  great  losses 
might  be  inflicted  upon  the  stockholders,  and  expensive  and 
troublesome  litigation  would  follow.  All  of  which  can  be  avoided 
by  a  more  thorough  knowledge  of  the  subject  on  the  part  of  the 
people  and  their  representatives.  It  can  be  readily  shown 
that  many  of  the  difficulties  of  what  is  called  the  railroad  prob" 
lem  are  only  apparent.  They  have  their  existence  in  the  ignor- 
ance of  the  people  upon  this  subject,  and  as  soon  as  the  facts 
appear  in  their  full  and  true  light  most  of  them  will  vanish 
without  the  aid  of  legislative  interference. 

It  is  with  a  view  of  bringing  about  a  clearer  and  better  un- 
derstanding of  railroad  transportation  that  I  have  referred  to 
it  in  this  report  at  so  great  length. 

Nine  tenths  of  the  stockholders  of  the  Louisville  &  Nashville 
Railroad  and  its  leased  lines  are  citizens  of  the  states  in  which 
their  roads  are  located  ;  the  question  of  legislative  control  of 
railroads  in  this  instance  is  not  a  mere  party  question  between 
the  people  and  "  soulless  corporations,"  but  it  is  a  question  be- 
tween the  people  who  furnish  the  transportation  and  the  peo- 
ple who  use  the  roads.  To  a  great  extent  they  are  the  same,  a 
great  portion  of  the  road  being  owned  by  cities  and  counties. 
A  careful  study  therefore  by  the  people  of  the  facts  and  ques- 
tions involved  becomes  almost  a  matter  of  necessity  in  the  pre- 
servation of  their  own  property. 

The  subject  of  legislative  enactments  regarding  the  tariffs  of 
railroads  not  owned  by  the  government  must  be  considered  in 
two  aspects — first,  as  to  the  abstract  right  of  the  government 
to  establish  tariffs  ;  and  second,  as  to  the  practicability  of  es- 
tablishing and  enforcing  the  same  so  as  to  accomplish  the 
object  for  which  the  controlis  undertaken. 

The  first  question  is  one  of  law,  and  must  be  decided  by  the 
courts  in  accordance  with  contracts,  charters  and  constitutions ; 
but  the  second  is  a  question  for  the  consideration  of  experts  in 
the  management  of  railroads,  and  must  be  decided  from  a 
knowledge  of  the  facts  and  the  natural  laws  controlling  the 
subject. 
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Should  the  courts  decide  that  the  government  has  the  right 
to  establish  or  control  railroad  tariffs,  and  it  be  found  in  the 
nature  of  the  case  that  the  exercise  of  that  right  necessitated 
the  violation  of  other  fundamental  laws,  the  question  as  to  the 
abstract  right  would  become  of  secondary  importance. 

There  is  a  decision  on  record  that  bears  upon  this  subject.  It 
is  not  reported  in  the  law-books,  but  has  been  universally  ap- 
proved. A  certain  citizen  of  Venice  was  given  the  right  under 
the  law  to  take  one  pound  of  flesh  from  a  fellow-citizen.  He 
found  it  impossible  to  obtain  it  without  also  taking  blood,  and 
probably  life,  to  which  he  had  no  lawful  claim  ;  and  the  judg- 
ment therefore  remained  unexecuted. 

The  right  of  the  government  to  establish  and  enforce  rail- 
road tariffs  does  not  carry  with  it  the  right  to  confiscate  the 
property  of  railroad  companies.  If  a  tariff  cannot  be  estab- 
lished and  enforced  unless  the  property  of  railroad  companies 
is  used  without  due  compensation  and  without  their  consent, 
then  this  right  ought  not  to  be  exercised,  unless  it  be  con- 
tended, as  it  has  been  by  some,  that  "might  is  right."  But 
even  then  it  would  soon  be  discovered  that  to  deal  unjustly 
with  railroad  companies  will  react  sooner  or  later  injuriously 
upon  the  public  interest,  and  that  to  act  in  accordance  with 
the  dictates  of  justice  in  this  as  in  all  other  cases  will  prove  the 
best  policy. 

The  question  as  to  the  right  and  policy  of  governmental  in- 
terference with  railroad  tariffs  practically  resolves  itself  into 
this  question  :  whether  it  be  possible  for  the  Legislature  to 
undertake  this  control  without  the  violation  of  other  laws  and 
the  rights  of  parties  interested,  and  in  such  a  manner  as  to 
fully  accomplish  the  object  for  which  this  control  is  under- 
taken.   This  question  I  will  now  consider. 

PRINCIPLES  UPON  WHICH  RAILROAD  TARIFFS  MUST  BE  CONSTRUCTED. 

The  first  principle  that  should  guide  the  formation  of  rail- 
way tariffs  stands  written  in  the  good  book — "  The  laborer  is 
worthy  of  his  hire."  Those  furnishing  transportation  for  others 
should  be  reimbursed  for  at  least  the  cost.  Had  this  principle 
not  been  recognized  at  the  time  the  roads  were  built,  few  would 
now  be  in  existence,  and  if  it  is  to  be  repudiated  now,  few  will 
be  constructed  hereafter.  The  proper  basis  of  railroad  tariffs 
is  therefore  the  cost  of  the  transportation  service. 
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I  have  shown  in  this  report  the  great  variation  in  the  cost  of 
railway  transportation  on  different  roads,  and  the  causes  which 
necessarily  bring  about  this  result.  From  it  necessarily  follows 
the  impossibility  of  enacting  general  laws  establishing  tariffs 
applicable  to  more  than  one  road. 

What  is  reasonable  compensation  for  railway  transportation 
service,  or  what  constitutes  just  or  unjust  discrimination  in 
railway  charges  is  not  a  question  that  can  be  decided  a  priori, 
or  that  can  be  formulated  into  a  general  law.  It  can  only  be 
be  decided  in  each  individual  case,  when  all  the  conditions 
under  which  the  service  ia  performed  and  the  elements  con- 
trolling its  cost  are  known ;  ii  most  cases  it  can  only  be  de- 
cided correctly  after  the  service  has  been  performed. 

It  would  be  just  as  sensible  to  predetermine  by  legislation 
what  shall  be  the  cost  of  raising  a  bushel  of  corn  as  to  prede- 
termine the  cost  of  carrying  a  ton  of  freight.  The  action  of 
the  sun  and  rain  upon  the  growth  of  the  corn  and  the  quantity 
of  the  yield  are  no  less  uncertain  elements  than  some  of  the 
elements  which  enter  into  the  cost  of  transportation  service. 

The  average  cost  of  moving  one  ton  one  mile  on  the  Main 
Stem  of  the  Louisville  &  Nashville  Eailroad  is  1.78  cents  f  on 
the  Glasgow  Branch  19.09  cents.  What  justice  would  there 
be  in  establishing  a  law  requiring  both  roads  to  work  for  the 
same  compensation  ?  Nor  would  it  be  more  just  to  classify 
the  railroads  and  enact  a  special  tariff  for  each  class,  a,s  no 
general  laws  exist  or  have  as  yet  been  discovered  under  which 
sach  classification  could.be  made  ;  the  various  combinations  of 
elements  of  cost  are  different  on  and  peculiar  to  each  road, 
controlled  as  they  are  by  local  causes. 

The  great  difference  in  cost  referred  to  in  this  report  occurs 
in  the  average  cost  per  ton-mile  of  transportation  during  the 
period  of  a  whole  year ;  but  there  is  still  greater  difference  in 
the  cost  of  transportation  of  one  ton  one  mile  on  the  same 
road,  varying  with  the  conditions  under  which  the  service  is 
performed,  according  to  the  length  of  haul,  the  quantities  in 
which  freight  is  transported,  and  whether  the  freight  is  carried 
in  cars  that  would  have  to  return  empty  or  in  special  trains. 
I  have  mentioned  that  according  to  these  and  other  conditions 
it  may  cost  one-seventh  of  a  cent  only  in  some  cases  and 
seventy-three  cents  in  others  to  transport  one  ton  of  freight 
o»e  mile, 
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The  labor,  therefore,  of  forming  a  tariff  based  strictly  upon 
cost  is  very  intricate,  and  not  of  such  a  character  that  it  can 
be  properly  performed  by  legislative  bodies  as  at  present  con- 
stituted. The  only  mode  in  which  they  could  act  would  be  to 
appoint  competent  officers,  whose  duty  it  would  be  to  ascertain 
the  cost  of  transportation  ou  each  individual  road,  and  to 
establish  a  tariff  accordingly.  If  this  duty  could  be  properly 
performed  few  railroad  companies  would  complain,  as  the 
majority  work  for  less  than  cost. 

A  tariff  so  established  strictly  upon  the  basis  of  cost  would> 
however,  be  of  little  use  unless  it  be  accompanied  by  a  law 
forcing  the  people  to  ship  over  the  road  a  certain  quantity  of 
freight  at  the  established  rates.  If  they  are  left  free  to  select 
other  modes  of  transportation  that  may  be  cheaper,  then  it 
would  soon  become  apparent  that  the  railroad  would  be  of  use 
only  to  u  very  limited  number  of  people ;  as  the  number  of 
shippers  is  decreased  the  cost  of  transportation  would  be 
increased  in  many  cases  to  such  an  extent  that  the  turnpike 
would  furnish  a  cheaper  mode  of  transportation.  The  fact 
would  soon  became  evident  that  railroad,  tariffs  cannot  be  based  upon 
the  cost  of  transportation  alone.  Other  elements'  enter  into  their 
formation  that  cannot  be  ignored,  if  it  be  intended  to  develop 
fully  the  usefulness  of  railroad  property  both  to  its  owners  and 
to  the  public. 

The  question  that  greatly  contro's  railroad  tariffs  is  what  is 
five  service  worth,  not  what  does  it  cost;  and  this  is  "a  mere  com- 
mercial question,  uncontrollable  by  acts  of  legislation.  The 
relative  vahie  of  an  article  at  the  place  from  and  to  which  it  is 
shipped  determines  the  charges  for  transportation  it  can  bear. 
If  a  greater  charge  is  made  than  the  difference  in  these  values 
the  article  cannot  be  moved.  It  may,  therefore,  become  neces- 
sary to  charge  on  some  articles  less  than  the  full  cost  of  trans- 
portation in  order  to  enable  thorn  to  be  moved  at  all ;  and  this 
necessitates  again  to  charge  more  on  others  which  can  bear 
higher  charges. 

An  element  is  here  necessarily  introduced  of  a  purely  com- 
mercial character,  and  which  requires  a  knowledge  of  the  value 
of  articles  in  the  different  markets  of  the  country  between 
which  they  are  to  be  exchanged,  situated  often  far  beyond  the 
limits  of  any  one  state.  This  element  must  necessarily  work 
constant  changes '  in  tariffs,  and  it  would,  therefore,  be  im- 
11 
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possible  to  predetermine  the  same  or  fix  them  by  legislative 
action. 

There  is  another  disturbing  element  that  prevents  fixed 
railroad  tariffs.  It  is  competition.  The  simple  question 
requires  to  be  answered,  Will  you  carry  freight  and  passengers 
for  the  same  that  other  transportation  lines  charge,  either  by 
rail  or  river,  or  will  you  not  carry  them  at  all  ? 

All  that  has  to  be  known  by  the  railroad  manager  to  answer 
this  question  is  the  minimum  cost  at  which  the  service  can  be 
performed.  If  the  obtainable  rate  exceeds  cost,  no  matter  how 
little,  it  becomes  his  interest  to  accept  the  terms  offered.  The 
important  question  to  be  decided  is,  what  is  the  minimum 
cost? 

In  the  statements  I  have  given  on  page  sixty-eight  the  aver- 
age cost  of  transportation  per  ton-mile  for  four  different  classes 
of  expenses  were  given.  Two  of  these  classes  are  not  affected 
by  the  work  done,  but  are  fixed ;  viz.,  the  cost  of  maintenance 
of  road  and  the  interest  on  the  investment.  On  the  Main  Stem 
of  the  Louisville  &  Nashville  Railroad  they  amounted  to  0.72 
cents  per  ton-mile,  or  forty  per  cent,  of  the  whole  cost,  and  the 
expenses  for  moving  and  handling  freight  were  1.06  cents  per 
ton-mile. 

Now,  it  follows  that  when  freight  is  to  be  carried  at  a  rate 
fixed  by  competition,  and  cannot  be  carried  at  all  if  a  greater 
rate  is  demanded,  the  Louisville  &  Nashville  "Railroad  Com- 
pany can  carry  the  same  at  the  rate  of  1.06  cents  per  ton-mile, 
and  not  lose  thereby ;  if  it  could  obtain  more,  the  additional 
receipts  would  be  just  so  much  profit,  applicable  to  lowering 
the  rate  on  other  freight.  Yet  if  the  Louisville  &  Nashville 
Railroad  Company  was  to  be  forced  by  law  to  do  all  their 
business  at  this  low  rate,  the  expenses  would  exceed  the  income 
by  forty  per  cent.,  and  the  road  could  not  be  operated  at  all. 
The  company  would  prefer  to  abandon  the  competitive 
business  and  arrange  the  tariff  for  way  business  by  charging, 
when  this  is  possible,  as  much  more  as  the  profit  on  the  com- 
petitive business  would  have  amounted  to. 

From  this  it  will  be  seen  that  the  transaction  of  this  com- 
petitive business,  apart  from  the  indirect  benefits  which  it  may 
exercise,  is  more  to  the  advantage  of  the  shipper  whose  loca- 
tion does  not  give  him  competitive  privileges  than  to  the  rail- 
road company. 
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Notwithstanding  this  fact,  the  carrying,  ,of  competitive  freight 
at  low  rates  is  the  most  fruitful  source  of  complaint  on  the 
part  of  the  shipper  who  pays  higher  rates.  It  has  given  rise 
to  the  charges  as  commonly  preferred  against  railroad  com-' 
panies  of  making  unjust  discriminations  in  their  tariffs,  .and 
against  which  legislative  protection  has  mainly  been  invoked. 

JUST  AND   UNJUST   DISCRIMINATION. 

It  is  maintained  that  to  carry  freight  between  distant  com- 
petitive'points  at  lower  rates  than  between  intermediate  points 
where  no  competition  exists  is  an  act  of  injustice  to  the  ship- 
pers at  the  latter  points.  This  conclusion  is  based  upon  the 
assumed  principle  that  common  carriers  are  bound  to  serve 
their  customers  alike.  The  application,  however,  of  a  general 
principle  to  complicated  transactions,  such  as  take  place  in  the 
business  of  common  carriers,  without  taking  into  account  all 
the  facts  bearing  upon  the  same,  is  apt  to  lead  to  erroneous 
conclusions,  as  it  does  in  this  case. 

I  will  illustrate  this  subject  by  a  special  case  which  is  a  re- 
presentation of  many.  Louisville  and  Memphis  are  connected 
by  navigable  rivers,  and  in  the  exchange  of  commodities  be- 
tween the  two  cities  they  have  always  had  the  benefit  of  low 
rates  of  river  transportation.  A  railroad  377  miles  long  is  built 
connecting  the  two  cities,  passing  through  a  number  of  interior 
places,  which  had  before  only  imperfect  communications.  Sup- 
pose one  of  these  places,  called  A,  be  located  on  the  line  of  this 
road,  100  miles  from  Memphis,  and  277  from  Louisville ;  how 
is  it  affected  by  the  construction  of  the  road  ?  Before  the  road 
was  built  freight  from  Louisville  destined  to  A  was  shipped  to 
Memphis  by  river,  and  then  by  wagon  to  A.  Since  the  road 
has  been  built,  there  are  two  routes  from  Louisville  to  A,  one 
by  river  to  Memphis  and  thence  by  rail,  and  the  other  by  rail 
direct  to  A.  Taking  the  first  route,  the  charge  for  shipping  to 
A  is  made  by  adding  to  the  river  rate  from  Louisville  to 
Memphis  the  rail  rate  for  100  miles  from  Memphis  to  A.  t  This 
latter  rate  is  much  below  the  rate  formerly  charged  by  wagon 
and  to  the  extent  of  this  difference  the  shipper  at  A,  has  been 
benefited  by  the  construction  of  the  road,  not  to  mention  the 
greater  convenience  and  saving  in  time  of  which  he  now  gets 
the  benefit.  This  ought  and  would  be  satisfactory  if  the  road 
stopped  at  A ;  but  the  fact  that  a  new  route  is  opened  to  him 
direct  from  Louisville,  only  277  miles,  causes  all  the  trouble. 
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The  railroad  is  obliged  to  carry  freight  from  Louisville  to 
Memphis  at  the  low  river  rate,  which  is  much  below  the  aver- 
age cost  of  railroad  transportation ;  but  it  derives  from  this 
rate  a  small  profit,  for  reasons  fully  explained  on  page  82.  It 
is  obliged  for  the  same  reasons  to  charge  its  customers  at  A, 
more  per  ton-mile  for  the  distance  of  277  miles  than  is  charged 
to  Memphis  ;  but  this  can  in  no  case  exceed  the  sum  of  the 
river  and  rail  rates  from  Louisville  to  A,  via  Memphis,  for  if 
it  did,  the  latter  route  would  be  the  preferred  one. 

Now  the  fact  that  the  railroad  carries  freight  from  Louisville 
to  Memphis  through  A,  at  a  lower  rate  than  it  carries,  it  from 
Louisville  to  A,  is  considered  an  act  of  injustice  to  the  shipper 
at  A,  and  he  demands  that  he  be  put  on  the  same,  or  even  a 
better,  footing  with  the  shipper  at  Memphis,  who  always  had 
the  advantage  of  lower  rates  of  transportation  before  the  road 
was  built.  His  demand  amount  to  this,  that  the  railroad 
company  having  expended  millions  of  dollars  in  the  con- 
struction of  a  railroad  connecting  the  interior  places,  which 
were  without  the  improved  modes  of  transportation,  with  two 
cities  upon  navigable  rivers,  conferring  thus  a  great  benefit 
upon  those  interior  places,  shall,  in  consideration  of  having 
done  so  much,  do  still  more,  and  secure  for  them  the  same  ad- 
vantages possessed  by  the  places  situated  upon  the  banks  of 
navigable  rivers. 

It  is  rather  surprising  that  some  courts  have  decided  this 
position  to  be  right.  They  have  declared  it  unjust  discrimina- 
tion for  railroad  companies  to  charge  higher  rates  of  trans- 
portation to  intermediate  than  more  distant  points,  a  decision 
based  upon  the  improper  application  of  the  principle  that 
common  carriers  must  not  make  any  distinction  among  ship- 
pers. 

From  the  foregoing  illustration  it  will  appear  that  discrim- 
inations necessarily  have  to  be  made;  but  it  will  also  appear 
that  it  is  not  the  common  carrier  who  creates  the  same  ar- 
bitrarily, but  the  nature  of  things  makes  them  necessary.  To 
'pursue  another  course  than  that  indicated  would  result  to  the 
disadvantage  of  ail  concerned  and  benefit  no  one.  Were  the 
low  competitive  freight  to  be  refused,  the  cost  of  carrying  other 
freight  would  be  increased.  If  the  same  rate  was  to  be  charged 
to  all  interior  points  as  to  the  competitive  points,  the  railroad 
could  not  be  operated  at  all. 
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Different  localities  are  more  or  less  favored  in  regard  to 
transportation  facilities,  either  by  nature  or  the  enterprise  of 
man.  It  cannot  be  maintained  that  it  is  the  duty  of  the  com- 
mon carrier  to  equalize  these  existing  inequalities  at  his  own 
expense.  All  that  is  required  of  him  is  not  to  create  them 
himself  arbitrarily.  He  must  treat  all  alike  that  are  situated 
alike.;  but  he  cannot  be  bound  to  wipe  out  existing  differences. 
He  may  be  obliged  to  carry  freight  at  a  lower  rate  to  some 
localities  than  to  others,  but  this  in  itself  does  not  constitute 
an  injustice  or  injury  to  the  shipper  in  a  less  favored  locality, 
as  long  as  ihe  charges  made  are  reasonble  in  themselves  and 
alike  to  all  in  the  same  situation. 

Discriminations  are  the  necessary  result  of  competition,  and 
competition  is  the  best  protection  against  extortionate  charges 
— much  more  efficient  than  any  artificial  legislative  device.  To 
take  away  the  right  from  railroad  proprietors  to  establish  their 
tariffs  upon  the  recognized  principles  that  guide  all  other  com- 
mercial transactions,  and  substitute  fixed  tariffs  or  arbitrary 
rules  on  which  they  must  be  based,  would  destroy  the  great 
usefulness  of  railroads. 

It  may  be  and  has  been  asserted  that  the  effect  of  competi- 
tion is  not  felt  upon  way  business  for  which  no  direct  competi- 
tion is  possible.  This,  however,  is  an  erroneous  view.  When 
there  is  competition  at  any  one  point  upon  a  railroad  it  makes 
itself  felt  over  some  portion  of  the  road,  more  or  less,  according 
to  the  situation  of  the  competing  line.  The  truth  of  this  can 
be  illustrated  by  again  referring  to  the  case  already  cited. 
The  rate  from  Louisville  to  an  intermediate  station  on  the  road 
from  Louisville  to  Memphis  is  established,  as  I  have  shown, 
by  adding  to  the  river  rate  to  Memphis  the  railroad  rate  from 
Memphis  to  this  intermediate  station,  which  I  have  called  A. 
The  rail  rate  is  limited  by  the  charter,  which  prescribes  maxi- 
mum rates,  or  where  this  is  not  the  case  it  would  be  limited 
by  the  consideration  as  to  what  constitutes  a  reasonable  com- 
pensation for  100  miles  of  rail  transportation,  and  could  in  no 
case  exceed  the  rates  charged  for  transportation  by  other 
modes  that  might  be  available  from  Memphis  to  A.  It  is 
therefore  the  competitive  river  rate  from  Louisville  to  Mem- 
phis that  influences  and  establishes  the  rate  to  this  interior 
point. 

As  the  number  of  competitive  points  is  multiplied  on  any 
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influenced,  and  this  to  a  greater  extent.  Thus  the  Memphis 
Line  from  Bowling  Green,  where  it,  diverges  from  the  Main 
Stem  to  Memphis,  259  miles  in  length,  is  crossed  by  two  navig- 
able rivers  and  four  other  railroads,  establishing  thus  six  com- 
peting points.  The  shippers  over  this  line  can  therefore  al- 
ways avail  themselves  of  the  competitive  rates  to  the  nearest 
point.  They  can  in  no  case  be  charged  more  from  Louisville 
direct  to  any  station  of  the  road  than  the  competing  rate  and 
the  rate  of  the  short  rail  haul  added,  no  matter  what  may  be 
the  distance  from  Louisville  to  the  interior  point.  The  con- 
sequence is  that  all  the  interior  points  enjoy  the  benefit  of 
whatever  competition  there  is;  but  it  also  follows  that  the 
tariff  upon  such  a  line  cannot  be  constructed  upon  a  mileage 
basis,  but  must  make  more  or  less  discrimination  between  the 
different  localities  according  as  they  are  affected  by  competi- 
tion. It  may  necessarily  require  freight  to  bo  hauled  over  a 
longer  distance  for  much  less  than  it  is  carried  for  a  shorter 
distance.  It  is  either  this  or  the  abandonment  of  competitive 
business. 

If  railroad  companies  could  agree  among  themselves  to  stop 
competition  to  junction  points,  one  of  the  most  fruitful  causes 
of  complaint  against  discrimination  in  railroad  tariffs  would  at 
once  be  remedied ;  but  it  would  be  at  the  expense  of  the  benefit 
of  competition. 

The  same  result  must  follow  if  the  rates  to  competing  points 
are  determined  by  the  Legislature  of  the  state  in  which  they 
are  situated.  But  in  this  case  competitors  by  river  and  rail- 
roads in  other  states  should  also  be  compelled  to  maintain 
these  rates ;  otherwise  the  roads  over  which  the  state  has 
complete  control  could  not  do  business  at  all  at  competing 
points.  Surely  the  people  could  not  be  benefited  by  such  a 
course ;  it  would  be  much  better  to  let  the  natural  laws  of 
competition  have  their  full  force.  To  interfere  with  them  is 
certainly  not  to  regulate  but  to  obstruct  commerce,  for  which 
there  is  no  authority  in  the  constitution  of  the  United  States. 

The  problem  of  establishing  a  railroad  tariff  that  possesses 
all  the  desirable  requirements  is  one  not  of  easy  solution.  It 
is  an  intricate  and  difficult  problem  ;  but  the  more  complicated 
we  find  it  to  be,  the  more  reasonable  it  is  to  assume  that  it 
can  better  be  solved  by  those  who  are  directly  interested,  who 
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practically  devote  their  whole  time  and  attention  to  it,  than  by 
members  of  a  Legislature,  a  majority  of  whom  may  be  pre- 
sumed to  be  utterly  ignorant  of  this  special  subject. 

It  is  generally  supposed  that  the  right  to  establish  their 
.  own  tariffs  gives  greater  power,  liable  to  abuse,  into  the  hands 
of  railroad  managers,  but  upon  closer  investigation  it  will  be 
found  that  the  extent  of  this  power  is  generally  much  over- 
rated. Enlightened  self-interest  dictates  its  exercise  reason- 
ably, and  in  a  spirit  of  liherality ;  competition,  especially  with 
water  transportation,  circumscribes  it  into  the  narrowest  lim- 
its, if  it  does  not  nullify  it  altogether. 

On  the  roads  operated  by  the  Louisville  &  Nashville  Rail- 
road Company  the  maximum  legal  rates  authorized  by  the 
charter  vary  from  7  to  10.2  cents  per  ton  per  mile.  The  aver- 
age actual  charge  made  is  2.172  cents.  Why  does  not  the 
company  charge  more,  having  an  undoubted  right  to  do  so  ? 
Other  catises  than  the  mere  will  of  the  managers  limit  the 
charges.  In  one  case  it  is  competition,  in  another  the  freight 
is  of  such  a  character  that  it  cannot  bear  higher  charges,  or 
both  of  these  causes  are  in  operation  at  the  same  time. 

I  can  assert  from  my  personal  experience  that  on  920  miles 
of  railroads,  stretching  in  all  directions  over  a  large  territory 
of  country,  the  managers  have  no  more  to  do  with  the  making 
of  the  tariffs  than  to  study  the  conditions  and  limitations  to 
which  I  have  referred,  and  to  conform  to  the  same.  The  re- 
sult is  that  the  tariff  charges  on  these  roads  are  but  from  20  to 
30  per  cent,  of  the  maximum  authorized  by  law.  I  can  also 
affirm  that  a  similar  state  of  affairs  exists  in  regard  to  the 
large  number  of  railroads  with  whose  affairs  I  am  acquainted. 

If  the  mere  will  of  the  managers,  unchecked  by  other  con- 
siderations, had  absolute  control  over  railroad  tariffs,  would  it 
be  likely  that  so  many  roads  in  the  United  States  would  be  in 
the  hands  of  receivers  ;  so  many  more  unable  to  pay  dividends 
to  stockholders  ;  so  comparatively  few  paying  the  usual  inter- 
terest  on  the  cost  of  construction ;  and  so  few  paying  a  larger 
interest  ? 

Any  one  who  asserts  that  the  railroads  in  this  country  as  a 
whole  are  guilty  of  extortion  only  shows  his  own  ignorance  of 
the  facts,  easily  accessible,  and  exhibited  by  the  statistics  in 
regard  to  the  financial  result  of -railroad  operation  in  the 
United  States,     The  truth  is  that  the  people  of  this  country 


are  furnished  with  transportation  for  less  than  its  cost,  at  tbe 
expense  of  the  owners  of  railroad  property. 

The  general  practice  of  citing  one  or  two  cases  of  unreason- 
able railroad  charges,  or  a  few  cases  where  railroad  companies 
pay  dividends  upon  watered  stock,  and  basing  upon  this  the 
charge  that  all  or  the  great  majority  of  rnilroads  in  the  coun- 
try are  doing  this,  is  manifestly  unjust.  If  the  charge  is  made 
against  the  railroad  system  as  a  whole,  it  stands  refuted  by  the 
general  result  of  its  operations  as  a  whole. 

That  errors  are  committed  by  railroad  managers  in  arrang- 
ing their  tariffs,  especially  in  details,  can  not  be  denied  (and 
this  is  equally  true  in  other  important  human  avocations),  nor 
can  it  be  wondered  at,  if  we  bear  in  mind  the  complications 
and  difficulties  of  this  work.  But  as  the  interests  which  are 
intended  to  be  served  necessarily  suffer  from  these  errors,  it 
should  be  presumed  that  they  are  the  result  of  ignorance 
rather  than  evil  intent,  and  the  only  correction  in  this  matter 
is  better  information,  sounder  judgment,  and  greater  intelli- 
gence. If  these  requirements  could  be  supplied  by  legislation, 
the  end  would  be  accomplished.  Much  might  be  done  by  in- 
stituting intelligent  inquiry  and  investigation  of  the  facts  bear- 
ing upon  the  subject,  and  by  disseminating  the  result  among 
the  people.  In  this  direction  legislative  influence  should  first 
be  exercised. 

GOVERNMENTAL   BAILROAD   TARIFFS    A   FAILURE. 

The  foregoing  consideration  of  the  subject  of  legislative  con- 
trol of  railroad  property  leads  to  the  following  conclusions  : 

First,  that  such  control  can  not  be  exercised  by  general  laws 
establishing  fixed  railroad  tariffs  without  a  violation  of  the 
rights  of  the  parties  owning  the  property. 

Second,  that  it  is  impossible  under  such  fixed  railroad  tariffs 
to  fully  develop  the  usefulness  of  railroads  to  their  OAvners  and 
the  people. 

The  experience  of  the  pastjregarding  special  railroad  legisla- 
tion confirms  the  correctness  of  these  conclusions. 

Mr.  Charles  F.  Adams,  Jr.,  sums  up  the  result  of  his 
thorough  investigations  of  the  subject  of  governmental  inter- 
ference with  railroad  tariffs  in  the  report  of  the  railroad  com- 
missioners to  the  Legislature  of  the  stale  of  Massachusetts- 
Referring  especially  to  Great  Britain,  he  says,.  "Nowhere  has 
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the  system  of  special  legislation  been  more  persistently  fol- 
lowed, and  nothing,  it  may  be  added,  could  have  been  more 
complete  than  its  failure." 

And  again  :  "  The  result  of  thirty  years  of  successive  and 
wholly  abortive  efforts  in  this  direction  in  England  has  been 
that  Parliament  has  at  last  settled  down  in  the  conviction  that . 
the  developments  and  necessities  of  trade  in  practice  always 
have  nullified,  and  inevitably  must  nullify,  the  special  acts,  no 
matter  how  carefully  and  skillfully  they  may  be  prepared." 

PREVENTION   OF   EXTORTION   AND   UNJUST  DISCRIMINATION. 

It  is  only  surprising  that  it  should  have  required  thirty 
years  to  establish  a  fact  that  must  appear  evident  at  once  if  we 
thoroughly  analyze  the  nature  of  the  object  sought  to  be  at- 
tained, and  the  instruments  and  means  available  for  its  attain- 
ment, and  still  more  surprising  when  we  consider  that  the. 
object  of  all  the  efforts  referred  to  could  be  simply  reached  by 
enforcing  the  common  law,  which  prohibits  common  carriers  from 
making  unreasonable  charges  for  transportation. 

Let  the  parties  guilty  of.  a  violation  of  this  law  alone  be  held 
responsible.  This  course  has  been  deemed  sufficient  hereto- 
fore to  prevent  wrong  doing,  and  if  followed  and  adhered  to, 
should  also  be  sufficient  to  prevent  extortion  on  the  part  of 
railroad  companies. 

It  has  been  urged  against  the  efficiency  of  the  law  that  the 
expense  of  litigation  deters  individuals  from  seeking  redress, 
to  remove  this  objection  the  state  could  provide  an  indict- 
ment against  offending  railroad  companies,  and  throw  the  cost 
of  litigation  upon  the  commonwealth.  It  has  also  been  urged 
that  it  is  difficult,  if  not  impossible,  to  make  proof  of  the 
unreasonableness  of  railroad  charges.  Several  plans  have  been 
proposed  to  remove  this  objection. 

The  House  of  Kepresentatives  of  the  United  States  pro- 
posed a  law  by  which  nine  commissioners  were  to  guess  at  the 
rates  which  should  be  considered  reasonable.  I  say  guess,  be- 
cause it  would  be  entirely  impossible  for  nine  men  to  ascertain 
what  are  reasonable  rates,  upon  correct  principles,  for  all 
roads  in  the  United  States. 

The  Legislatures   of   some  states  have  adopted  arbitrary 
tariffs,  which  are  to  be  considered  reasonable  until  proved 
otherwise.     The  object  of  these  measures  is  simply  to  throw 
12 
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the  burden  of  proof  as  to  the  reasonableness  of  transportation 
charges  upon  the  railroad  companies.  But  in  so  doing  it 
raises  fictitious  issues ;  it  declares  certain  things  reasonable 
which  are  not  so,  and  makes  an  untruth  the  basis  upon  which 
a  legal  action  is  to  be  brought. 

It  is  difficult  to  perceive  why  all  this  complicated  machinery 
was  invented  to  reach  an  object  that  can  be  simply  reached  by 
enacting  a  law  which  shall  throw  at  once  the  burden  of  proof 
upon  the  railroad  companies.  Such  a  law  would  be  perfectly 
just  and  proper.  It  is  the  business  of  the  common  carrier  to 
know  when  he  establishes  a  tariff  that  it  is  in  accordance  with 
the  requirements  of  law  ;  and  having  all  the  facts  bearing  upon 
the  question  in  his  possession,  he  should  have  no  difficulty  in 
making  the  proof. 

A  rigid  and  frequent  application  of  the  law  as  above  sug- 
gested to  railroad  carriers  would  soon  prove  whether  the  many 
complaints  made  are  based  upon  facts  or  upon  fiction.  The 
judicial  investigation  in  a  number  of  cases,  aided  by  the  testi- 
mony of  experts  in  railroad  management,  would  soon  bring  to 
light  and  establish  the  proper  principle  upon  which  questions 
as  to  extortionate  rates  and  unjust  discriminations  should  be 
decided  ;  and  it  would  not  be  long  before  people  would  learn 
to  understand  and  look  upon  the  subject  in  its  proper  light. 

The  present  persecution  of  railroads,  which  in  some  parts 
of  the  country  has  become  a  mania,  is  not  unlike  the  persecu- 
tion of  witchcraft  in  former  years.  It  must  cease  as  soon  as 
intelligence  has  taken  the  place  of  ignorance.  When  this  point 
has  been  reached  many  of  the  supposed  difficulties  of  the  rail- 
road problem  will  be  solved. 

It  has  been  with  a  view  of  contributing  something  toward 
this  desirable  end  that  I  have  discussed  the  subject  in  this  re- 
i  port  at  so  great  length. 
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Exhibit  STo.  4.— June  20,  1879. 

extbact  from  pamphlet  entitled  an 

Investigation  into  the  Cost  oe  Passengee  Teafeic  on  Ameri- 
can Eail  Eoads,  &c,  <fec,  by  Albeet  Fink,  C.  E. 
Cost  of  Bailroad  Transportation. 

There  is,  perhaps,  no  subject  which  engages  at  present  the 
attention  of  the  people  so  much  as  railroad  transportation,  and 
it  may  be  said  that  there  is  none  which  is  so  little  understood. 
I  propose  to  investigate  the  elements  and  define  the  principles 
bearing  on  the  cost  of  railroad  transportation.  It  will  be  seen 
from  what  I  may  have  to  say  that  the  subject  is  one  of  con- 
siderable intricacy  and  complication.  For  this  reason  we  can 
readily  explain  the  great  want  of  correct  information  and  the 
diversity  of  opinion  prevailing  among  those  who  have  not 
made  it  a  study.  So  varied  are  the  conditions  controlling  the 
cost  of  railroad  operation  on  different  roads  or  even  on  the 
same  road  at  different  times,  that  it  is  impossible  to  arrive  at 
any  fixed  price  for  any  definite  service  performed. 

There  might  be  some  variation  in  the  cost  of  manufacturing 
certain  articles,  or  in  raising  the  products  of  the  soil  in  differ- 
ent parts  of  the  country,  yet  they  are  inconsiderable  as  com- 
pared with  the  wide  difference  that  exists  between  the  cost  of 
transporting  one  ton  for  one  mile  on  one  road  and  the  same 
service  on  another,  even  if  such  roads  are  under  the  same  man- 
agement, and  the  same  scale  of  prices  for  material  and  labor 
prevail 

This  great  existing,  and  unavoidable  existing,  in  the  cost  of 
railroad  transportation  causes  much  dissatisfaction  among 
those  who  have  to  pay  higher  rates  than  others  for  the  same 
service  performed,  and  this  again  leads  to  the  many  attempts 
which  have  been  and  are  continually  being  made  to  enforce 
uniformity  in  the  charges  for  railroad  transportation.  How 
far  it  may  be  practicable  to  secure  such  results  or  just  to  en- 
force them,  will  appear  in  the  course  of  this  investigation. 

In  order  to  illustrate  and  make  clear  the  subject  of  railroad 
transportation,  it  is  proposed  to  analyze  carefully  and  thrdugh- 
ly  the  results  of  the  operation  of  one  road,  to  institute  com- 
parison with  others,  then  to  ascertain  the  existing  differences 
and  the  reasons  therefor. 
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I  have  selected  for  this  purpose  the  Louisville  and  Nashville 
and  Great.Southem  Railroad,  proposing  to  make  use  of  the  sta- 
tistical information  which  has  been  carefully  collected  and  re- 
corded in  the  annual  reports  of  that  road. 

The  Louisville  &  Nashville  Railroad  Company  operate  738.25 
miles  of  road,  including  the  branches,  viz. : 

Louisville  &  Nashville  Eailroad,  Main  Stem,  be- 
tween Louisville  and  Nashville 185.00  miles 

Knoxville  Branch,  from  Lebanon  Junction  to  Liv- 
ingston    110.32     " 

Richmond  Branch,  from  Richmond  Junction  to 

Richmond,  Ky 33.46      " 

Bardstown  Branch   17.30     " 

Glasgow  Branch 10.20     " 

Memphis  Line,  from  Memphis  Junction  to  Mem- 
phis (since  1871  consolidated  Memphis  Branch), 
Memphis,  Olarksville  &  Louisville  &  Memphis 
&  Ohio  Railroad , 259.67     " 

Nashville  &  Decatur  Railroad,  from  Nashville  to 

Decatur  (leased) 122.30     " 

Total , 738.95  miles. 

These  roads  are  of  various  characteristics.  Their  operating 
expenses  having  been  kept  separate,  an  opportunity  is  given  to 
make  comparison  between  roads  operated  under  various  con- 
ditions and  circumstances,  but  under  the  same  management. 

In  the  annexed  tables  will  be  found  the  statistical  informa- 
tion taken  from  the  reports  of  the  Louisville  &  Nashville  Rail- 
road Company,  and  which  give  the  general  results  of  the  ope- 
ration of  the  several  roads  referred  to  during  the  last  seven 
years.  The  date  from  which  these  results  are  derived  are  also 
given,  so  that  the  careful  investigator  can  draw  his  own  de- 
ductions, if  not  agreeing  with  those  that  I  have  drawn. 

The  mode  generally  adopted  to  express  or  estimate  the  cost 
of  railroad  transportation,  is  to  state  the  proportion  of  the 
operating  expense  to  the  earnings.  This  may  be  sufficient  to 
the  bond  or  stockholder  to  enable  him  to  ascertain  whether  the 
net  earnings  are  sufficient  to  meet  interest  and  pay  dividends, 
but  it  does  not  give  any  data  on  which  a  judgment  can  be 
formed  as  to  the  economy  in  the  cost  of  operating  the  road. 
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This  cost  may  exceed  the  gross  earnings,  and  yet  the  road 
may  have  been  worked  in  the  most  economical  manner  ;  and 
on  the  other  hand,  net  earnings  of  more  than  fifty  per  cent, 
may  be  shown  while  the  road  was  worked  with  no  economy. 
To  ascertain  whether  a  road  is  as  cheaply  operated  as  is  prac- 
ticable, we  must  analyse  in  detail  every  item  of  expenditure, 
and  see  whether  it  has  been  reduced  to  a  minimum. 

It  will  therefore  be  necessary  to  consider  carefully  the  details 
of  cost,  and  thus  to  resort  to  a  great  many  figures,  which  may 
at  first  deter  the  general  reader  from  pursuing  the  study  of  this 
subject ;  but  to  encourage  him,  I  will  hold  out  the  hope  that 
order  and  clearness  will  arise  from  the  apparent  confusion. 

The  different  causes  which  produce  differences  in  the  cost  of 
railroad  transportation  on  different  roads,  or  on  the  same  road 
at  different  times,  may  be  divided  under  the  following  general 
heads : 

I.  The  character  of  the  road. 
II.  Cost  of  labor  and  material. 

III.  The  speed  of  trains. 

IV.  The  amount  and  nature  of  the  business  of  the  road. 
V.  The  cost  of  the  road  and  equipment. 

In  order  to  ascertain  how  far  these  causes,  singly  and  com- 
bined, influence  the  cost  of  railroad  transportation  on  the  same 
or  on  different  roads,  it  is  necessary  to  establish  a  unit  of  com- 
parison. The  first  that  naturally  suggests  itself  is  the  cost  of 
transporting  one  ton  of  gross  weight  one  mile,  and  by  the  term 
gross  weight  is  meant  the  weight  of  the  article  transported  and 
of  the  vehicle  on  which  it  is  transported. 

We  are,  however,  more  directly  interested  in  learning  the 
cost  of  moving  one  ton  of  net  weight  per  mile,  as  well  as  the 
cost  of  transporting  one  passenger  per  mile.  But  in  speaking 
of  the  cost  of  transporting  one  ton  of  gross  or  net  weight  or 
one  passenger  one  mile,  we  have  to  do  with  very  small  figures ; 
and  as  we  desire  to  dissect  every  item  of  expense  making  up 
the  cost  of  moving  one  ton  per  mile  (some  of  which  items  do 
not  amount  to  the  3-^17 ttt  Par*  of  the  total  cost),  it  will  be 
preferable  to  adopt  a  larger  unit  of  comparison,  and  as  such  I 
have  selected  the  cost  of  running  one  train  one  mile. 

This  unit  of  comparison  will  not  only  serve  to  compare  the 
post  of  transportation,  which  is  indirect  in  proportion  to  the 
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Cost  per  train  mile  (provided  the  comparison  is  instituted  be- 
tween two  trains  carrying  the  same  number  of  tons  of  net 
weight),  but  it  will  also  serve  as  a  measure  of  comparison  of 
other  characteristics  of  a  road.  Then  the  number  of  train  miles 
run  over  a  road,  the  amount  of  freight  carried  by  eachtrain,  etc.» 
form  the  chief  characteristic  features  which  influence  the  cost 
of  transportation  to  a  very  great  degree. 

We  will  now  proceed  to  consider  more  in  detail  the  various 
causes  enumerated  above  which  produce  the  difference  in  cost 
of  railroad  transportation  on  different  roads,  or  on  the  same 
road  at  different  times. 

I.  The  Character  op  the  Eoad. 

Its  length,  curvature,  grades  (height  and  distribution);  the 
manner  of  construction  of  road,  permanent  or  temporary ; 
the  nature  of  the  country  as  influencing  the  cost  of  maintenance, 
etc. 

The  grades  and  curvatures  of  a  road  determine  the  net  load 
(the  number  of  tons  of  freight  or  the  passenger  cars)  that  an 
engine  of  a  certain  power  can  draw.  On  the  comparatively 
level  roads  in  the  west  an  engine  of  16x24  inch  cylin- 
der can  readily  draw  forty-five  freight  cars,  each  con- 
taining ten  tons  net,  or  four  hundred  and  fifty  tons 
per  train.  On  the  Southern  Division  of  the  Main 
Stem  of  the  Louisville  and  Nashville  Railroad  an  engine 
of  the  same  power  draws  only  seventeen  cars,  while  on 
the  Northern  Division  of  the  South  and  North  Alabama  Rail- 
road an  engine  of  the  same  power  could  draw  only  thirteen 
cars. 

Supposing,  for  sake  of  comparison,  the  cost  of  running  a  train 
per  mile,  to  be  the  same  on  these  several  roads,  and  assuming 
the  cost  of  moving  one  ton  per  mile  to  be  one  cent  on  the  level 
road,  the  cost  per  ton  per  mile  on  the  Louisville  and  Nashville 
Railroad  would  be  ffft  =  2.53  cents,  and  on  the  South  and 
North  Alabama  Railroad  44t  =  3-&&  cents  per  ton  per 
mile,  the  difference  in  cost  being  due  to  difference  of  grades 
and  curvatures  of  these  several  roads. 

To  some  extent  the  disadvantages  of  the  heavier  grades  can 
be  overcome  by  the  use  of  more  powerful  locomotives, .  involv- 
ing, it  is  true,  increased  expense,  but  not  in  proportion  to  the 
increased  service  performed. 
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Thus  on  the  Louisville  and  Nashville  Eailroad  a  freight  lo- 
comotive of  the  heaviest  class  draws  twenty-four  cars,  and  on 
the  South  and  North  Alabama  Eailroad  nineteen  cars.  Sup- 
posing the  cost  per  train  mile  to  be  the  same,  the  comparison 
of  the  cost  per  ton  carried  one  mile  would  give  the  following 
results.  If  on  the  level  road  the  cost  were  one  cent  per  ton 
per  mile,  on  the  Louisville  and  Nashville  Railroad  it  would  be 
£3"o  ==  1-88  cents,  and  on  the  South  and  North  Alabama 
Eailroad  4-|&  =  2.47  cents. 

These  few  examples  will  be  sufficient  to  illustrate  the  effect 
of  the  difference  in  curvatures  and  grades  upon  the  cost  of 
transportation  on  different  roads. 

The  cost  of  maintaining  the  road  bed,  ballast  (if  any), 
bridges,  depot  buildings,  water  stations,  etc.,  depends  in  a 
measure  on  the  permanency  of  the  construction ;  but,  as  will 
be  seen  hereafter,  expenditures  on  this  account  do  not  produce 
the  same  differences  in  the  cost  of  transportation  on  different 
roads  as  grades  and  curvatures  do.  These  items  of  cost  are 
peculiar  to  each  road,  and  no  general  rule  can  be  established 
by  which  they  could  be  ascertained  beforehand,  but  must  be 
taken  from  experience  in  each  case. 

II.    Cost  op  Labob  and  Material. 

An  examination  of  the  difference  in  cost  of  transportation, 
arising  from  variations  in  the  cost  of  labor  and  material  em- 
ployed, shows  that  while  there  is  not  much  difference  in  the 
wages  paid  to  skilled  labor,  there  is  often  a  difference  of  fifty 
per  cent,  in  the  cost  of  common  labor.  On  some  roads  only 
$1  per  day  is  paid ;  on  others  $1.50,  and  sometimes  more.  This 
influences  considerably  the  relative  cost  of  road  repair's,  on 
which  a  large  amount  of  unskilled  labor  is  employed.  The 
greater  difference  occurs,  however,  in  the  cost  of  cross-ties  and 
fuel,  particularly  in  the  latter.  On  the  Pennsylvania  Eailroad 
the  average  cost  per  train  mile  in  1872  for  fuel,  was  6.5  cents, 
while  on  the  Lake  Shore  &  Michigan  Southern  Eailroad  in  the 
same  year  the  cost  was  14.8  cents,  and  on  the  Boston  &  Albany 
Eailroad  20.8  cents. 

On  the  latter  road  the  average  number  of  tons  of  net  freight 
carried  in  one  train  is  81,  showing  that  for  every  ton  carried 
on  that  road  the  cost  is  greater  than  the  cost  on  the  Pennsyl- 
vania Eailroad — M^fcii  =  .176  cents — on  account  of  the  dif- 
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ference  in  cost  of  the  fuel,  while  assuming  in  this  comparison 
that  the  quantity  of  fuel  consumed  per  mile  be  the  same. 

III.     Speed  of  Teains. 

From  the  following  extracts  from  Tables  I.  and  III.,  will 
appear  the  relative  cost  of  moving  one  gross  ton  of  weight  one 
mile  on  freight  and  passenger  trains  : 


Main  Stem. 

Freight  (line  88,  Table.  1.) 

Passenger  (line  71,  Table  I.) 

Per  cent,   of  cost  of  freight  to    pas- 
senger  

Memphis  Branch. 

Freight  (line  89,  Table  III.) 

Passenger  (line  69,  Table  III.) 

Per  cent,  of   cost  of  freight  to    pas- 
senger . . .  , 


cents,  cents. 
0.837 |0. 822 
1.670  1.560 


1867.  1868.  1869.   1870.  1871.  1872.  1873 


50 


1.082 
2. 141 


50 


53 


0.929 
1.914 


48 


cents. 
0.707 
1.440 

49 


0.718 
1.299 


55 


cents. 
0.673 
1.410 

47 


0.763 
1 .  572 

48 


cents 
0.667 
1.320 

50 


0.816 
1.622 


cents. 
0.552 
1.280 

45 


50 


cents. 
0.615 
1.270 

48 


This  statement  shows  that  the  cost  of  one  gross  ton  per 
mile  on  passenger  trains  is  about  twice  as  much  as  on  freight 
trains,  while  the  speed  of  the  passenger  trains  is  two  to  two 
,and  one-half  times  as  great  as  the  'speed  of  freight  trains. 
This  will  serve  as  an  illustration  of  the  effect  of  speed  upon 
the  cost  of  transportation. 


IV.    The  Amount  and  the  Nature  of  Business  Transacted, 
and  theie  Influence  upon  the  Cost  op  Teanspobtation. 

The  operating  expense  may  be  divided  into  three  classes : 
First,  certain  expenditures  must  be  incurred,  whether  one  or 
one  hundred  trains  pass  over  a  road  ;  the  road  bed  must  be 
kept  in  order,  bridges  in  repair,  ditches  clear,  cross-ties  and 
other  wood  work  replaced  when  decayed,  etc.  This  class  of 
expenditures,  entirely  independent  of  the  number  of  trains 
passed  over  a  road,  I  will  hereafter  term  "  constant  expendi- 
tures." When  distributed  over  a  larger  number  of  train  miles 
|,h.e  average  cost  per  train  mile,  and   consequently  the  average 
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cost  of  transporting  one    ton    or   one   passenger  per   mile  is 
thereby  reduced. 

Under  a  second  class  of  expenditures  may  be  comprised  all 
that  are  in  some  measure  reduced  with  the  increase  of  the 
number  of  train  miles,  but  not  in  the  same  proportion.  To 
this  class  belong  the  general  expenses,  superintendence, 
the  cost  of  adjustment  of  track,  the  cost  of  agencies,  etc. 

The  third  class  of  expenditures  increases  in  direct  propor- 
tion as  the  number  of  trains  over  a  road  are  increased.  To 
this  class  belong  engineers'  wages,  engine  repairs,  fuel,  etc. 
In  considering  the  items  of  cost  which  make  up  the  cost  per  train 
mile  this  subject  will  be  more  particularly  referred  to.  For  the 
present  it  suffices  to  refer  merely  tot  he  general  principles  gov- 
erning the  difference  in  the  cost  of  transportation  on  roads  on 
which  the  amount  of  business  differs. 

As  an  illustration  of  the  effect  of  increased  business  on  the 
reduction  of  the  cost  of  transportation  we  will  refer  to  Table 
I.  On  the  tenth  line  of  this  table  it  will  be  seen  that  in  1867, 
8.55  trains  were  daily  run  over  the  Main  Stem  ot  the  Louis- 
ville &  Nashville  Bailroad.  From  that  time  on  there  has  been 
a  gradual  increase  in  the  number  of  trains,  and  in  1S73,  17.49 
were  run  dady  over  the  road.  During  the  same  period  the 
expenditures  per  freight  train  mile  were  reduced  (see  line  53) 
from  $1.97  in  1867,  to  $1.59  in  1873,  and  the  cost  of  carrying 
one  ton  of  freight  one  mile  (see  line  t3)  from  2.19  cents  in 
1867,  to  1.41  cents  in  1873.  There  were  other  causes,  which, 
will  be  referred  to  hereafter,  that  aided  in  the  reduction  of  ex- 
penditures per  ton  per  mile  ;  but  the  chief  cause  was  the  in- 
crease of  business. 

But  not  only  the  amount,  but  also  the  nature  of  the  busi- 
ness, influences  greatly  the  cost  of  transportation  on  different 
roads. 

On  some  roads  a  large  proportion  of  the  freight  is  carried  in 
one  direction  and  only  a  small  proportion  in  the  other ;  on 
other  roads  the  u  mount  of  traffic  may  be  more  evenly  balanced 
in  opposite  directions.  Suppose  a  road  on  which  the  freight 
traffic  is  all  in  one  direction,  and  another  on  which  it  is  the 
same  both  ways  ;  the  average  load  of  a  train  would  be  twice 
as  much  on  the  latter  road  as  it  is  on  the  former,  and  under 
the  supercision  that  the  cost  per  train  mile  was  the  same,  the 
cost  per  ton  would  be  only  one-half. 


99 

On  a  road  which  does  only  a  local  business  the  average  load 
carried  in  trains  will  be  less  than  on  a  road  where  there  is  a 
large  amount  of  business  carried  over  the  whole  length  of  the 
road  in  both  directions,  and  the  cost  of  transportation  of  local 
freight  will  be  so  much  greater.  Thus,  referring,  to  Table  II., 
line  77,  it  will  be  seen  that  the  average  number  of  tons  carried 
in  one  train  on  the  Knoxville  Branch,  a  mere  local  road,  aver- 
ages from  52.55  to  68.66  net  tons  per  train  during  seven  years  ; 
while  on  the  Main  Stem,  over  which  a  large  amount  of  through 
business  is  transacted,  it  varies  during  the  same  period  of  time 
(see  Table  I,  line  76)  from  89.85  to  110.75  tons  per  train.  No 
greater  number  of  trains  are  run  on  the  Knoxville  Branch 
than  'is  absolutely  necessary  to  transact  the  business,  and  it 
is  on  account  of  the  peculiar  nature  of  the  business  that  makes 
it  impossible  to  carry  the  same  net  load  on  each  train  as  is 
carried  on  the  Main  Stem. 

V.  The  Cost  of  the  Boad  and  Equipment,  and  Consequently 
the  Interest  on  the  Investment  Chargeable  to  the  Operating 
Expenses. 

This  item  of  expense  belongs  to  the  class  called  "constant 
expenditures."  It  is  a  fixed  amount  per  annum,  disreputable 
according  to  the  amount  of  work  done  on  the  road  ;  the  greater 
the  number  of  train  miles,  the  less  the  amount  of  interest 
chargeable  to  the  cost  of  each  train  mile,  and  the  less  the 
cost  per  ton  per  mile* 

To  illustrate  the  effect  of  the  interest  account  on  the  cost  of 
transportation,  reference  is  made  to  Table  I.,  line  7,  which 
shows  that  in  1867  the  yearly  interest  on  the  Main  Stem  on 
the  Louisville  &  Nashville  llailroad  was  50.05  per  cent,  of  the 
other  operating  expenses ;  and  although  the  cost  of  the  road  in 
1873  had  been  increased  more  than  two  millions  of  dollars  (on 
account  of  the  increased  facilities  required  by  the  increased 
business),  the  annual  interest  in  1873  was  only  37.87  per  cent 
of  the  operating  expenses.  The  interest  chargeable  to  each 
ton  of. freight  carried  one  mile  in  1867  (see  Table  I.,  line' 84), 
was  1.14  cents,  and  in  1873  it  was  0.55  cents. 

*The  interest  has  been   computed  at  the  rate  of  seven  per  cent,  per  annum 
It  should  perhaps  have  been  computed  at  ten  per  cent. ;  but  for  the  purpose  of  il- 
lustration the  rate  of  interest  is  immaterial,  and  corrections  can  be  readily  made 
by  those  who  prefer  to  adopt  a  different  rate. 
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By  reference  to  Table  IT.,  line  7,  it  appears  that  od  the 
Knoxville  Branch  the  interest  during  this  seven  years,  from 
1867  to  1873  varies  from  99.44  to  191.03  per  cent,  of  the  oper- 
ating expenses,  and  the  interest  chargeable  to  moving  one  ton 
of  freight  pei'  mile  on  that  road  varies  from  2.38  to  5  cents- 
(See  Table  II.,  line  82.) 

On  the  Richmond  Branch  the  interest  varies  during  these 
five  years  of  its  operation  from  127.94  to  243.12  per  cent,  of 
the  cost  of  operation,  and  the  cost  per  ton  carried  one  mile, 
including  the  interest,  is  from  7.62  to  11.56  cents.  (See  Table 
IV.,  lines  5  <fe  91.) 

On  the  Pennsylvania  Railroad  the  cost  of  one  ton  in  1872 
was  0.83  of  one  per  cent.,  including  interest,  1.05  cents. 

To  show  at  a  glance  the  characteristics  of  roads,  and  the  di- 
versity in  the  cost  of  transportation  arising  therefrom,  the  fol- 
lowing table  has  been  prepared  from  the  annual  reports  for 
1872  of  the  railroad  companies  named  below.  The  interest  has 
been  calculated  at  the  rate  of  7  per  cent,  on  the/  cost  of  each 
road  as  stated  in  the  reports  : 
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Trains. 

TODB. 

Cents. 

Per  Ct. 

Cents. 

41.3 

$1.06 

$1.09 

$1.03 

131.10 

0.83 

27.4 

1.05 

New  York  Central* 

41.4 

1.21 

1.46 

1.37 

129.04 

1.13 

26.9 

1.43 

Lake  Shore  &  Michigan 

25.2 
35.4 
15.9 

1.21 
1.03 
1.28 

1.21 
1.10 
1.42 

1.21 

1.08 
1.37 

127.88 
105.57 
104.33 

0.92 
1.04 
1.36 

51.5 
33.0 
41.4 

1.37 

1.59 

h.  &  N.— Main  SJem 

1.93 

"    Knoxville  Branch 

4.0 

1.28 

1.51 

1.41 

66.80 

2.26 

132.6 

5.26 

"    Richmond  Branch 

2.8 

0.96 

12.80 

3.84 

177.5 

10.55 

Column  1  shows  the  number  of  daily  trains  over  the  road  indi- 


*  It  is  somewhat  surprising  to  find  that  the  average  number  of  tons  carried  on 
the  freight  trains  of  the  New  York  Centra],  a  road  with  light  grades,  is  not  greater 
than  it  appears  from  the  report  of  that  company  for  1872.  This  may  be  accounted 
fur  by  the  fact  that  freight  trains  are  rnn  with  greater  speed  and  perhaps  with 
lighter  locomotives  than  are  used  on  roads  with  heavier  grades.  The  cost  per 
mile  would  be  inereased  from  these  causes,  as  fully  explained  elsewhere. 
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cative  to  the  anioUnt  of  business  transacted.  *Oolumns  2,  3, 
and  4  show  the  cost  per  train  mile.  Column  5  shows  the 
number  of  net  tons  of  freight  hauled  in  each  train,  depending 
on  the  nature  of  the  business  and  character  of  the  road. 
Column  7  shows  the  percentage  of  the  interest  to  the  operating 
expenses,  depending  on  the  cost  of  the  road.  Column  6  gives 
the  cost  per  ton  per  mile  for  operating  expenses  without  inter- 
est, and  column  8  with  interest,  as  the  final  result  of  the  vari- 
ous characteristics  of  each  road. 

This  general  view  of  the  causes  that  bring  about  such  a 
great  diversity  in  the  cost  of  railroad  transportation,  the 
service  performed  being  the  same — viz. :  the  movement  of  the 
ton  of  freight  over  a  distance  of  one  mile — must  necessarily 
lead  to  the  conclusion  that  it  is  impossible  to  secure  uniformity 
for  railway  transportation,  with  due  regard  to  the  rights  of  the 
parties  performing  the  service. 

We  will  now  proceed,  after  having  referred  to  the  general 
principle  that  influences  the  cost  of  railway  transportation  on 
different  roads,  to  show  the  actual  cost  of  transportation.  I 
propose  to  treat  the  subject  under  the  separate  heads  of  trans- 
portation on  "  passenger  "  and  "  freight "  trains. 


*  Unfortunately  in  this  average  are  included  the  trains  on  the  branch  roads  of 
the  trunk  linos,  which  roads  are  sometimes  longer  than  the  main  line,  and  as 
there  are  comparatively  few  trains  run  over  them,  the  average  number  of  daily 
trains  is  much  reduced.  No  information  is  given  in  the  reports,  except  for  the 
Pennsylvania  Railroads,  enabling  us  to  ascertain  the  number  of  daily  trains  over 
the  main  line,  which  on  that  road  was  80  (or  40  in  each  direction)  in  1872. 
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Exhibit  JVo.  5.— June  20,  1879. 

Extract  from  Annual  Eeport  of  the  New  York  Produce 
Exchange,  1878. 

The  comparative  receipts  at  the  five  competing  Atlantic  sea- 
ports from  1866  to  1878,  inclusive,  a  period  of  thirteen  years, 
are  as  follows  : 


Total  Receipts. 
Five  Ports.* 

Total  Receipts. 
New  York. 

Total  Receipts. 
Philadelphia. 

Total  Receipts. 
Baltimore. 

1866 

Bushels. 
97,622,166 
87,112,779 
106,769,295  • 
118,268,926 
124,461,841 
158,805,433 
166,429,653 
174,525,321 
192,452,353 
179,875,321 
212,013,864 
205,420,366 
298,576,061 

Bushels. 

58,352,367 

50,256,208 

61,234,620 

65,241,404 

69,921,175 

89,543,673 

90.930.336 

92,137,971 

107,273,158 

93,895,082 

95,949,252 

103,313,782 

152,862,170 

Bushels. 

7,260,515 
8,056,872 
12,151,207 
14,679,515 
15,307,011 
20,102,425 
24,117,150 
24,949,157 
24,625,591 
28,195,330 
35,546,845 
25,7-27  260 
45,474,650 

Bushels. 
8.197..130 

1867 

12  728,905 

1868 

1?. 235, 558 

1869 

13,818,483 

1870 

13,819,101 

1871 

17,389,443 

1872 

20,571,499 

1873 

19,099,517 

1874 

24,936.208 

1875 

22.048,569 

1876 

35,310,276 

1877. 

34,590,303 

1878 

47,075,240 

*  Including  New  York,  Philadelphia,  Baltimore,  Montreal  and  Boston. 

The  percentages  of  receipts  at  these  seaports  compare  as 
follows  : 


Years. 

u 
u 

-3 

o 

Boston. 

M 
u 
o 

as 
53 

a) 
IS 

a, 
P-. 

o 
J 

'a 

3  ° 
< 

1866 

10.9 

10.3 

7.8 

11.0 

9.7 

10.3 

10.2 

11.4 

9.2 

9.6 

9.0 

9.0 

7.12 

11.6 
12.5 
11.0 
10.0 
10.4 

9.6 
10.0 
10.3 

9.3 
10.2 
10.7 
11.3 

9.29 

61.2 
55.3 
57.9 
55.0 
65.7 
57.0 
53.4 
52.8 
55.8 
52.3 
45.8 
50.3 
52.06 

7.7 
8.8 
11.7 
12.3 
12.3 
12.9 
14.2 
14.3 
12.8 
lS.^ 
16.8 
12.5 
15.49 

8.6 
13.1 
11.6 
11.7 
11.9 
10.2 
12.2 
11.2 
12.9 
12.2 
17.7  . 
16.8 
16.04 

38.8 

1867 

44.7 

1868 

42.1 

1869 

45.0 

1870 

44.3 

1871 

43.0 

1872 

1873 

46.6 
47.2 

1874 

44.2 

1875 

47.7 

1876 

54.2 

1877 

49.6 

1878 

47.94 
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Exhibit  IVo.  6.— June  20,  1879, 
Extract  from  Kek>rt  New  Yokk  Produce  Exchange,  1878. 

The  comparative  exports  of  cereals  from  the  five  principal 
seaboard  ports  for  the  last  six  years  have  been  : 


FltOM 

1873. 

1874. 

1875. 

1876. 

1877. 

1878. 

Philadelphia 

Baltimore  ... 

Bush. 

54,278,072 
4  807,620 
9,049,545 
2.145,364 

17,127,245 

Bush. 
66.088.650 

6  671,334 
12,655.090 

3,186.318 

Bush. 
50,686,401 

8,846,515 
11,407,489 

39R7.95!) 

Bush. 

55,500,158 
22,016,515 
24,761,307 
6,043,298 
17,450,452 

Bush. 
62,418,317 
13.473,965 
25,842,450 
5,974,621 
16,873,763 

Bnsh. 
107,819,044 
29,876,327 
39,724,954 
12  941,359 

16,492,708       16,384,880 

22,135,547 

Total 

87,407,846 

104,994,100 

110,313.244 

126. 771. 730 

124,582,116 

212,497.231 

1 

Total  except  r 
New  York...  i 

3J.129.774 

38,905,450 

39,626,843 

70,271,572 

62,163,799 

104,678,187 

F  The  percentages  of  exports  from  these  ports  compare  as 
follows  : 


Fbom 

1873. 

1874. 

1875. 

1876. 

1877. 

1878. 

Philadelphia  . . 

Per  ctmt. 
62.10 

5.50 
10.35 

2.45 
19.60 

Per  cent. 
62.94 

6.35 
11.96 

3.05 
15.72 

Per  cent. 
56.12 

9.80 
12.63 

4.42 
17.03 

Per  cent. 
44.14 
17.50' 
19.68 
4.80 
13.88 

Per  cent. 
50.10 
10.82 
20.74 
4.79 
13.55 

Per  cent. 

50.74 

14.06 

18.69 

6.09 

10.42 

Ti.tal 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

Total  except  1 
New  York. . .  1 

37.90 

37.06 

43.88 

55.86 

49.90 

49.26 

In  1873  New  York  had  62.10  per  cent,  of  the  export  move- 
ment, against  50.74  per  cent,  in  1878,  a  loss  in  6  years  of  J  1.36 
per  cent.  In  lb73  the  aggregate  export  from  the  five  ports 
was  87,407,846  bushels,  against  212,497,231  bushels  in  1878. 
New  York  had  62.10  of  the  former  and  50.74  of  the  latter.  In 
1876,  with  an  export  movement  from  five  ports  of  125,771,730 
bushels,  New  York  had  44.14  per  cent,  and  the  other  four 
ports  55.86  per  cent.  New  York  has,  in  1878,  maintained  her 
ratio  of  1877,  with  a  small  fractional  increase. 
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Exhibit  l\o.  7.— June  20,  1879. 

Extract  from  Bailway  Gazette,  June  20,  1879. 

New  Table  of  Percentages  for  Computing  Bates  on  East-Bound 

Freight. 

The  Committee  of  General  Freight  Agents,  appointed  by 
the  Joint  Executive  Committee  to  prepare  and  put  in  effect 
a  revised  basis  for  adjusting  East-bound  rates,  in  conformity 
with  resolution  adopted  June  13th,  1879,  convened  at  the 
Hotel  Brunswick,  New  York,  at  8  oclock  p.  M.,  same  date,  and 
made  the  following  report  of  their  proceedings  to  Albert  Fink, 
Trunk  Line  Commissioner.  There  were  present  :  Wm. 
Stewart,  General  Freight  Agent  Pennsylvania  Company ;  D. 
S.  Gray,  Western  Manager  Pennsylvania  Bailroad  Freight 
Lines  ;  G.  H.  Vaillant,  Assistant  General  Freight  Agent  Lake 
Shore  &  Michigan  Southern  ;  Lucien  Hills,  General  Freight 
Agent  Cleveland,  Columbus,  Cincinnati  &  Indianapolis  ;  Wm. 
H.  Perry,  General  Freight  Agent  Canada  Southern  ;  C.  W. 
Bradley,  General  Western  Traffic  Manager  Wabash  Bailway  ; 
H.  C.  Diehl,  General  Freight  Agent  Indianapolis,  Blooming- 
ton  &  Western ;  George  G.  Cochran,  General  Freight  Agent 
Atlantic  &  Great  Western  ;  Milton  H.  Smith,  General 
Freight  Agent  Baltimore  &  Ohio. 

On  motion,  Milton  H.  Smith  was  appointed  Chairman  and 
George  G.  Cochran  appointed  Secretary. 

Resolved,  That  the  following  be  adopted  : 

TABLE  OF  PERCENTAGES 

for  computing  rates  from  Western  competing  points  to  New 
York,  revised  and  issued  by  authority  of  the  Joint  Executive 
Committee  of  the  Eastern  and  Western  railroads,  to  take  effect 
June  23d,  1879 : 

Percentage  of  rate  from  Chicago  to  New  York,  from 

Anderson,  Ind 90    Litchfield,  111 113 

Alton,  111 117     Lincoln,   111 110 

Akron,  0 71     Milford  Centre,   0 79£ 

Bellefontaine,  O 82£  Mount   Yernon,   0 76£ 
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Battle  Creek,  Mich 92 

Burlington,  la ...  120 

Bloomington,  111 109 

Chicago,  111 100 

Columbus,  0 77 

Cincinnati,  O 87 

Cambridge,  Ind 88| 

Crawfqrdsville,  Ind 96 

Charlotte,  Mich 92 

Cairo,  111 120 

Crestline,  O 77 

Cleveland,  O 73£ 

Circleville,  0 79| 

Cambridge,  O 72 

Champaign,  111 103 

Camp  Point,  111 12! 

Detroit,   Mich 81§ 

Dayton,   O... 83 

Decatur,   111 108 

Danville,  111   100 

Davenpor^  la 120 

El  Paso,  111 107 

Evansville,  Ind 108 

Effingham,  111 106 

Fort  Wayne,  Ind 88 

Forest,  O ' 80 

Greenville,    O 85 

Greencastle,  Ind 96 

Grand  Rlipids,  Mich. ....  96 

Galion,  O   77 

Hagerstowu,  Ind 88 

Hannibal,   Mo 123 

Harvard,  111 114 

Indianapolis,   Ind  93 

Jackson,  Mich 88£ 

Jeffersonville,  Ind 96 

Jacksonville,  111 116 

Kokomo,  Ind 94 

Keokuk,  la 122 

Kansas  City,  Mo 146 

Logansport,  Ind 94 

14 


Mansfield,  O 76 

Mattoon,  111  . . .' 105 

Madison,  Ind 95£ 

Marietta,   0 73 

Marion,  0 79 

Mason  City,  111 112 

Newark,  O   74 

New  Castle,  Ind 88£ 

Naples,  111 119 

Ottawa,  Mich 93 

Odin,  111 Ill 

Pekin,  111 Ill 

Piqua,  0 83 

Peoria,  111 110 

Peru,  Ind 93 

Pana,   111 109 

Paris,  111 ..  100 

Plainwell,   Mich 94 

Quiucy,  111 125 

Bock  Island,  111 120 

Richmond,  Ind u  87 

Eushville,  Ind 90 

Sandusky,  0 78 

Springfield,  O  81 

Sidney,  O   84 

Shelbyville,   Ind  ..... .  92 

Springfield,   111 112 

Seymour,   Ind 95^ 

Sandwich,  111 113 

South  Bend,  Ind 94 

St.  Louis,  Mo 116 

Toledo,   0 81£ 

Terre  Haute,  Ind  98£ 

Tolono,  111  104 

Union,  Ind 85| 

Urbana,  O 81 

Urbana,IH 103 

Vincennes,  Ind . .. 103 

Vandalia,  111 109 

Waterloo,  Ind 90 

Wheeling,  W.  Va, 65 


106 

Lafayette,  Ind 98    Xenia,  O 82 

Lansing,  Mich 92     Youngstown,  O 66£ 

Louisville,  Ey 96     Zanesville,  0 7i 

Lancaster,  0 78 

Adjust  rates  to  Boston,  Philadelphia,  Baltimore,  etc.,  as 
follows,  viz. : 

To  Boston,  and  to  points  taking  Boston  rates,  add  five 
cents  per  hundred  to  the  rates  to  New  York  ;  to  Philadelphia, 
and  points  taking  Philadelphia  rates,  deduct  two  cents  per 
hundred  from  the  rates  to  New  York  ;  and  to  Baltimore,  and 
points  taking  Baltimore  rates,  deduct  three  cents  per  hun- 
dred km  the  rates  to  New  York. 

In  computing  rates,  when  the  fraction  is  less  than  TW  of 
one  cent,  omit  it ;  when  more  than  -fW,  and  less  than  y1^,  as- 
sume it  to  be  one  half  cent,  and  when  more  than  TW,  assume 
it  to  be  one  cent. 

The  percentage  given  is  the  minimum  basis  for  computing 
rates  from  the  points  named,  but  they  may  be  made  upon  a 
higher  basis  from  any  point  by  agreement  between  the  initial 
lines  interested. 

Besolved,  That  the  Chairman  transmit  the  foregoing  table 
of  percentages  to  the  Chairman  of  the  Joint  Executive  Com- 
mittee, with  a  request  that  he  cause  the  same  to  be  printed 
and  issued  at  the  earliest  moment  practicable. 

Milton  H.  Smith, 

Chairman, 
George  G.  Cochran, 

Secretary. 


Exhibit  STo.   1.— June  21,  1879. 

Are  the  New  Yoek  Bailboads  Discriminating  against  the 
Commerce  of  This  City  ?    Eeplt  op  Albebt  Fink  to  a 

LETTER  ]?EOM   A  NEW   YoEK  MERCHANT  : 

New  York,  June  20,  1878. 

Dear  Sir, — In  your  letter  of  the  31st  ult.  you  express  the 
opinion  that  the  merchants  of  New  York  were  laboring  under 
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great  disadvantage  in  competing  with  the  merchants  of  other 
seaboard  cities,  on  account  of  the  "  distance  discriminations  " 
in  the  rates  of  transportation  established  by  agreement  of  the 
Trunk  Lines  between  the  seaboard  cities.  You  say  that 
"  equal  rates  "  should  be  made  without  regard  to  distance,  and 
if  this  could  not  be  otherwise  secured  then  a  railroad  war 
should  be  inaugurated  by  the  New  York  roads  against  the  Phil- 
adelphia and  Baltimore  roads,  as  the  latter,  you  say,  "  have  no 
right  to  dictate  to  the  New  York  roads  that  the  natural 
advantages  of  this  port  shall  be  abrogated."  In  concluding 
your  letter  you  express  the  hope  that  I  would  use  my  influence 
in  establishing  "the  principle  that  cost  of  transportation,  and 
not  distance,  must  fix  the  rate ;  under  this  rale,  you  say,  "  New 
York  is  entitled  to  and  must  have  equal  rates  with  other  sea- 
board cities." 

The  same,  or  similar,  views  which  you  here  express  are  gen- 
erally entertained  by  the  merchants  of  this  City.  They  have 
found  expression  in  the  official  report  of  the  Chamber  of  Com- 
merce, in  the  press  and  at  public  meetings,  and  have  fully  taken 
hold  of  the  public  mind. 

Believing,  as  I  do,  that  these  views  are  entirely  erroneous,  I 
propose  to  show  in  this  letter  why  I  cannot  endorse  and,  least 
of  all,  advocate  the  same. 

I  will  first  refer  to  the  error  which  is  so  generally  made  in 
assuming  that  the  present  established  differences  in  rates 
between  New  York,  Philadelphia  and  Baltimore,  and  the  "West, 
were  based  upon  distance  only.  If  that  was  the  case  these 
differences  should  be  much  greater. 

Compare,  for  examble,  from  the  figures  given  in  the  table  on 
next  page,  the  rates  from  New  York  and  Baltimore  to  Cincin- 
nati, as  now  established,  with  the  rates  from  those  cities  to 
Cincinnati  if  they  were  based  upon  distance  alone. 

The  distance  from  New  York,  by  the  shortest  line,  over  the 
New  York  Central  Kailroad,  is  867  miles ;  and  from  Baltimore 
to  Cincinnati,  over  the  Baltimore  &  Ohio  Kailroad,  is  579  miles ; 
the  latter  being  66.8  per  cent,  of  the  former. 
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Classes. 

Average 

1 

3 

8 

4 

Rate. 

Rates  from  New  York  to  Cincinnati  as  now  estab- 

Rates  from   Baltimore    to   Cincinnati   based   upon 
distances,  being  66.8V  of  the   rate   from   New 
York 

70 
47 

55 

37 

46 
31 

37 
25 

63| 
•  36 

Difference  between  New  York  rates  and  the  Balti- 
more rates,  based  on  distances  alone 

Agreed  difference  between  New  York  and  Baltimore 
rates 

23 

8 

18 
8 

15 
3 

12 
3 

in 

64 

Excess  of  distance  differences  over  "  agreed  differ- 

15 

10 

12 

9 

12 

From  the  above  statement  it  will  be  seen  that  the  average 
"  agreed  difference "  in  favor  of  Baltimore  is  five  and  a  half 
cents  per  hundred  pounds,  while  the  "  distance  difference "  to 
which  Baltimore  would  be  entitled  is  seventeen  and  a  half 
cents  per  hundred  pounds,  which  is  more  than  three  times  as 
much.  Five  and  one-half  cents  difference  on  the  average  rates 
of  all  classes  constitutes  10.3  per  cent,  of  the  average  rates 
from  New  York  to  Cincinnati,  while  the  difference  in  distance 
is  33.2  per  cent.  In  other  words,  22.9  per  cent,  of  distance,  or 
198  miles,  are  entirely  disregarded  in  the  adjustment  of  rates ; 
conclusively  showing  that  distance  alone  is  not  made,  as  is 
supposed,  the  basis  of  the  agreed  differences. 

Bearing  this  fact  in  mind,  it  must  appear  how  unjust  it  is 
to  reproach  the  New  York  railroads  with  allowing  reduced 
rates  to  be  made  from  Philadelphia  and  Baltimore,  because 
these  places  -ire  nearer  to  the  West  than  New  York,  while 
they  do  not  increase  the  rates  from  Boston,  which  City  is  sixty 
miles  further,  via  New  York  Central,  than  New  York. 

When  198  miles  are  disregarded  in  the  adjustment  of  rates 
in  favor  of  New  York  as  against  Baltimore,  New  York  has  no 
right  to  complain  if  only  60  miles  in  distance  are  disregarded 
in  favor  of  Boston,  as  against  new  York.  The  unjust  criticism 
made  in  regard  to  this  subject  is  based  upon  the  mistaken  idea 
that  the  existing  and  agreed  differences  in  rates  were  based 
strictly  upon  distances,  when  the  fact  is  that  distances  do  not 
form  a  controlling  influence  upon  the  establishment  of  com- 
petitive tariffs. 
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It  is  now  proposed  by  you  to  substitute  for  distances  the 
cost  of  transportation  as  the  proper  basis  for  competitive 
tariffs — a  proposition  no  doubt  suggested  by  the  belief  that  if 
it  were  adopted,  it  would  work  more  favorably  to  the  interests 
of  the  city. 

But  cost  of  transportation  depends  upon  distances  'in  a 
great  degree,  and  it  will  be  shown  that  this  principle  (as  weTl 
as  that  of  distances)  cannot  be  made  a  controlling  one,  and  if 
could  be  made  so,  that  it  would  be  greatly  to  the  detriment  of 
this  city. 

According  to  the  report  of  the  New  York  Central  Eailroad 
for  1877  (see  analysis  of  same  in  Railroad  Gazette,  of  January 
4.  1878),  the  average  cost  of  transporting  a  ton  of  freight  per 
mile  is  T7T  cents  ;  on  the  Pennsylvania  Railroad  it  is  -^^nr  cents 
per  ton-mile.  It  is  generally  supposed  that  the  Pennsylvania 
Eailroad  passing  through  a  more  mountainous  country  than 
the  New  fork  Central,  could  not  be  so  cheaply  operated ;  but 
it  is  not  generally  known  that  only  a  small  portion  of  that 
road  has  heavy  grades,  while  on  the  greater  portion  of  it  more 
cars  are  being  hauled  in  a  train  than  the  average  on  the  New 
York  Central  Road,  so  that  the  total  number  of  cars  hauled  in 
a  train  over  the  whole  lenght  of  road  is  about  the  same  on 
both  roads,  while  the  Pennsylvania  Road  possesses  the  advan- 
tage of  cheaper  fuel. 

Applying  the  average  cost  of  transportation  on  both  roads, 
as  given  above,  to  the  distance  from  Philadelphia  to  Chicago 
and  from  New  York  to  Chicago,  the  cost  per  ton  from  Phil- 
adelphia to  Chicago  is  823  X  0.516  =  $4.24,  or  21.23  cents  per 
hundred  pounds ;  and  the  cost  per  ton  from  New  York  to 
Chicago  is  961  X  0.70  =  $6.72,  or  33.63  cents  per  hundred 
pounds,  showing  a  difference  of  12.40  cents  per  hundred  pounds 
in  favor  of  Philadelphia  ;  while  the  average  agreed  difference 
is  only  4  cents  per  hundred  pounds. 

From  points  in  the  South-west — St.  Louis,  Cincinnati — the 
difference  would  be  still  greater. 

The  cost  per  ton-mile  on  the  Baltimore  &  Ohio  Railroad  is 
not  given  in  the  report  of  that  company,  but  from  my  know- 
ledge of  the  conditions  under  which  this  road  is  operated,  I 
feel  warranted  in  estimating  the  costs  as  not  exceeding  0.75 
cents  per  ton  per  mile — about  the  same  as  on  the  Erie  Rail- 
road. To  err  on  the  safe  side,  I  will  assume  it  to  be  0,80  cents 
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per  ton-mile.  In  that  case,  the  cost  per  ton  from  Baltimore  to 
Cincinnati  would  be  579  X  0.801  $4.63,  or  23.16  cents  per 
hundred  pounds,  and  the  cost  from  New  York  to  Cincinnati 
867  X  0.70  =  $6.06,  or  30.35  per  hundred  pounds ;  the  differ- 
ence in  favor  of  Baltimore  being  7.1  cents,  and  the  agreed 
average  difference  5^  cents. 

If  the  cost  per  ton  was  only  0.75,  which  I  believe  to  be 
nearer  the  truth,  the  difference  in  favor  of  Baltimore  would  be 
8.7  cents  per  hundred  pounds. 

Applying,  therefore,  the  proposed  new  principle  of  estab- 
lishing differences  between  seabord  cities  upon  the  cost  of 
transportation  aloue,  this  would  be  greatly  in  favor  of  Phil- 
adelphia and  Baltimore  and  against  the  City  of  New  York  ; 
showing  that  Messrs.  Vanderbilt  and  Jewett,  in  making  the 
present  agreements  with  the  Pennsylvania  and  Baltimore  & 
Ohio  Railroads,  have  done  much  more  for  the  City  of  New 
York  than  you  propose  to  do. 

I  have  endeavored  to  show  that  in  the  establishment  of 
competitive  rates  between  seaboard  cities,  neither  distances 
nor  cost  of  transportation  has  had  a  controlling  influence,  and 
that  if  this  had  been  the  case,  the  difference  in  rates  in 
favor  of  Philadelphia  and  Baltimore  would  have  been  very 
much  greater. 

The  question  now  arises,  what  is  the  proper  principle  upon 
■which  these  differences  should  be  established?  It  can  be 
readily  shown  that  no  principle  whatsoever  could  be  followed, 
the  adoption  of  which  would  deprive  one  or  the  other  City  and 
its  railroad  from  participating  in  the  commerce  of  the  country. 
If  a  tariff,  based  upon  cost  of  transportation,  would  give  to 
Baltimore  and  Philadelphia  the  whole  of  the  carrying  trade, 
and  excluded  New  York  from  it,  you  would  no  longer  ad- 
vocate that  principle,  no  matter  how  much  your  judgment 
might  otherwise  approve  of  it;  nor  would  the  cities  of 
Philadelphia  and  Baltimore  assent  to  it,  if  the  result 
of  its  application  would  be  the  concentration  of  business 
in  the  hands  of  the  New  York  merchants.  The  con- 
clusion to  be  drawn  from  this  is,  that  no  matter  what 
other  conditions  may  influence  the  establishment  of  rail- 
road tariffs,  they  must  all  fulfil  this  one  condition — they  must 
secure  to  each  of  the  competitors  a  fair  proportion  ef  the  busi- 
ness.    Whether  this  condition  is  complied  with  or  not,  in  any 
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particular  case,  is  to  be  experimentally  ascertained,  but  cannot 
be  decided  beforehand  upon  any  known  abstract  principle. 

If  under  the  operation  of  the  present  agreed  differences  in 
rates  between  the -seaboard  cities,  business  is  diverted  from  one 
city  to  the  other,  a  readjustment  of  these  differences  should  be 
made  ;  but  the  evidence  showing  that  this  unjust  discrimina- 
tion really  exists  must  be  of  a  positive  character  ;  mere  general 
impression  and  guess  work  cannot  be  accepted  as  such.  The 
fact  that  one  of  the  hotels  in  this  City  has  lost  patronage,  as 
cited  in  the  report  of  the  Chamber  of  Commerce,  is  no  evidence 
that  the  difference  in  rates  has  brought  about  this  result;  nor 
the  fact  that  there  has  been  a  general  reduction  of  business  in 
this  City  is  not  alone  sufficient  proof  of  railroad  discrimination. 
It  must  be  shown  also  that  this  reduction  in  the  trade  of  the 
City  is  directly  traceable  to  these  discriminations,  and  does  not 
result  from  other  causes,  perhaps  of  a  general  character,  that 
have  no  connection  with  the  transportation  rates. 

Nor  are  isolated  instances  of  reduction  in  rates  in  other  cities, 
below  the  established  tariff,  sufficient  evidence  of  discrimina- 
tion against  New  York,  especially  when  it  is  known  that  simi- 
lar reductions  are  perhaps  to  a  greater  extent  made  in  this 
City. 

Nothing  but  direct  information  as  to  the  amount  of  business 
transacted  in  the  different  cities  during  certain  periods  of  time, 
during  which  certain  known  differences  in  rates  were  prevail- 
ing, could  be  considered  as  proof  of  the  fact  that  the  tariff  is 
operating  unjustly  to  one  or  the  other  City. 

Take,  for  example,  the  receipt  of  grain  in  the  City  of  New 
York  for  the  first  five  months  of  this  year,  as  compared  with 
corresponding  months  of  last  year.  Of  the  total  shipment 
made  from  the  West  to  the  seaboard  this  year,  New  York  re- 
ceived 45  per  cent.,  and  last  year  only  32.5  percent.;  Philadel- 
phia and  Baltimore  this  year,  36-2  per  cent. ;  last  year,  44  per 
cent.  This  does  not  show  'that  the  difference  in  rates  prevail- 
ing this  year  has  operated  injuriously  against  New  York.  It 
is  information  of  this  character  which  should  be  collected  and 
analyzed,  in  determining  whether  the  agreed  differences  in 
rates  are  objectionable. 

When  facts  are  presented  to  the  managers  of  the  New  York 
railroads,  showing  that  this  City  is  really  suffering  from  dis- 
criminations in  tariff,  you  need  not  entertain  the  least  fear  that 
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they  will  not  do  all  in  their  power  to  remedy  the  complaint. 
They  are  as  much  interested  in  so  doing  as  any  merchant  in 
the  City. 

I  do  not,  at  present,  propose  to  decide  the  question  whether 
the  present  prevailing  differences  are  just  to  all  the  seaboard 
cities  or  not.  "What  I  intended  to  do  was,  to  show  the  condi- 
tions really  controlling  the  establishment  of  railroad  tariffs 
from  competing  cities,  and  the  manner  in  which  such  questions 
have  to  be  dealt  with. 

It  is,  however,  one  thing  to  establish  proper  principles,  and 
another  thing  to  carry  the  same  into  effect.  One  or  the  other 
of  the  seaboard  cities  or  trunk  lines  may  be  dissatisfied  with  the 
present  compact,  but  any  one  of  the  trunk  lines  cannot  change 
the  difference  to  suit  itself ;  the  voluntary  co-operation  of  all 
is  absolutely  necessary  to  establish  any  fixed  tariff  at  all. 

This  is  a  fact  that  is  not  generally  appreciated  by  commer- 
cial men.  Here,  in  New  York,  it  is  supposed  that  Mr.  Van- 
derbilt  had  merely  to  say  what  the  rates  should  be  from  the 
seaboard  cities,  and  they  would  be  made  so.  The  fact  is,  that 
in  regard  to  such  questions,  neither  Mr.  Vanderbilt  or  Mr. 
Jewett  can  dictate  terms  to  Mr.  Scott  and  Mr.  Garrett,  or  vice 
versa.  All  that  they  can  do,  in  case  of  inability  to  agree,  is  to 
inaugurate  a  war  of  rates,  and  it  is  this  plan  which  you  recom- 
mend in  case  Mr.  Vanderbilt  cannot  have  his  own  way — or 
rather  your  own  way. 

I  differ  with  you  greatly  as  to  the  expediency  of  warfare  be- 
tween the  trunk  lines.  War  between  railroads  is  of  an  entirely 
character  than  war  between  steamboats.  In  the  latter,  the 
party  having  the  most  money  wins  in  the  end ;  or,  in  a  war 
between  two  nations,  the  stronger  must,  in  the  end,  prove  vic- 
torious, and  can  dictate  terms  of  peace,  which  settles  the  ques- 
tion at  issue  for  the  time  being.  It  is  otherwise  with  wars 
between  railroads.  The  party  that  is  the  weakest  is  the 
most  formidable  as  an  enemy.  It  has  nothing  to  lose.  A 
railroad  is  never  exhausted  or  obliterated  ;  it  always  will  be 
operated. 

If  the  New  York  Central  road  could  bankrupt  all  the  other 
trunk  roads,  the  latter  would  only  be  in  a  better  condition  to 
bankrupt  the  New  York  Central.  And,  after  all  this  had  been 
accomplished,  the  identical  question  that  led  to  the  war  would 
still  remain  unsettled. 
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It  will  readily  occur  to  you  that,  in  case  a  war  is  undertaken 
by  Mr.  Vanderbilt  for  the  purpose  of  reducingthe  present  dif- 
ferences in  rates,  that  the  Philadelphia  and  Baltimore  roads 
can  charge  less  than  the  New  York  roads,  as  long  as  the  New 
York  roads  charge  anything  at  all. 

Mr.  Vanderbilt  is,,  therefore,  right  when  he  says,  in  his  letter 
to  the  Secretary  of  the  Chamber  of  Commerce,  dated  April  18, 
1878,  "Such  a  contest  would  permanently  injure  the  roads,  de- 
range all  business  during  its  continuance  andresult  in  no  good 
in  the  end." 

The  fact  is,  the  merchants  of  New  York  should,  least  of  all 
others,  desire  a  railroad  war.  It  injures  the  interests  of  this 
city  more  than  those  of  any  other  party  affected  by  it.  While 
the  railroads  themselves  would,  no  doubt,  all  suffer,  yet  the 
other  seaboard  cities — Baltimore,  Philadelphia  and  Boston — 
would  be  benefited  at  the  expense  of  the  City  of  New  York. 

A  war  between  the  trunk  lines  means  low  rates  of  rail  tran- 
portation.  It  is  to  the  interests  of  this  City  to  have  the  rail 
rates  kept  reasonably  high  to  and  from  New  York,  and  conse- 
quently, under  the  present  agreement  with  the  Philadelphia 
and  Baltimore  roads,  to  and  from  the  latter  cities. 

If  rail  rates,  during  a  war,  are  made  so  low  as  to  approach 
the  canal  and  lake  and  rail  rates,  then  the  advantages  of  the 
canal  are  entirely  lost  to  this  City.  For  all  practical  purposes, 
the  canal  might  as  well  be  filled  up. 

When  the  rates  from  Chicago  to  New  York  by  rail  are  30 
cents  per  hundred  pounds,  or.  say  18  cents  per  bushel  of  wheat- 
the  rates  to  Baltimore  are  27  cents,  or  16.2  cents  per  bushel, 
But  if  the  rate  from  Chicago  to  New  York  is  15  cents  per  hun- 
dred pounds,  or  9  cents  per  bushel  of  wheat,  the  rate  to  Balti- 
more would  be  made  12  cents  per  hundred  pounds,  or  7.2  per 
bushel.  Baltimore,  therefore,  secures  the  same  rate  as  charged 
via  canal,  andits  merchants  enjoy  the  same  benefit  as  if  the 
canal  were  directly  built  to  that  City. 

During  the  railroad  war  in  1876,  New  York  City  received  a 
smaller  percentage  of  the  total  grain  shipped  to  the  seaboard 
than  it  has  received  during  the  years  from  1868  to  1877.* 
With  such  facts  before  us,  I  feel  sure  that  the  people  of  New 

*See  Railroad  Gazette  of  April  6,  12,  19,  26,  18T8.  » 

15 


114 

York,  least  of  all  others,  should  become  advocates  of  railroad 
wars ;  indeed,  they  should  use  their  best  efforts  for  their  pre- 
vention. 

I  have  already  extended  this  communication  too  much,  al- 
though I  do  not  know  how  1  could  treat  a  subject  of  vital  im- 
portance to  the  City  of  New  York,  and  apparently  so  little 
understood,  in  less  space. 

Before  concluding,  I  have  to  refer  to  another  complaint 
which  is  usually  made  against  the  New  York  roads,  namely, 
that,  while  they  allow  reduced  rates  from  Philadelphia  and 
Baltimore  to  the  West  on  account  of  shorter  distances,  they 
allow  reduced  rates  from  Boston  on  account  of  the  longer  dis-< 
tances. 

Stating  the  case  in  this  way,  it  seems  absurd  enough ;  but, 
when  the  facts  are  fully  understood,  it  will  appear  that  this 
statement  is  made  under  misapprehension.  I  have  already 
shown  that  distance  is  not  a  controlling  element  in  rates,  and 
that  sixty  miles  of  increased  distance  from  Boston  to  Cincin- 
nati may  be  overlooked  against  New  York,  when  198  miles  in 
distance  between  Baltimore  and  Cincinnati  are  overlooked  in 
favor  of  New  York. 

While  this  may  explain  why  rate  from  Boston  and  New  York 
are  the  same,  it  does  not  explain  why  the  Grand  Trunk  Bail- 
road  is  allowed  to  make  lower  rates  via  that  route  than  are 
made  via  the  other  routes  to  Boston. 

This  is  done  because  the  Grand  Trunk  could  not  secure  any 
business  at  all  if  it  were  obliged  to  maintain  the  *same  rates 
with  other  roads,  for  reasons  well  known,  and  not  necessary 
here  to  detail.  It  would  be  absurd  to  demand  that  the  Grand 
Trunk  should  retire  from  the  business  altogether.  Such  a 
demand,  if  made,  could  not  be  enforced,  for  the  same  reason 
that  a  demand  on  the  Philadelphia  and  Baltimore  roads  by  the 
New  York  roads,  to  abolish  all  differences  in  rates,  could  not 
be  enforced. 

The  shipper  who  ships  over  an  inferior  route  (whether  that 
route  is  really  inferior  or  he  believes  it  to  be  so  in  his  judg- 
ment) requires  compensation,  and  the  difference  in  rate  allowed 
to  the  inferior  route  constitutes  this  compensation ;  so  that 
practically  the  lower  rate  mnst  be  considered  equal  to  the 
higher.    It  requires  no  argument  to  prove'  that  if  the  Grand 
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Trunk  Road  possessed  the  same  advantages  as  the  New  York 
Central  Road,  that  the  difference  in  rate  made  by  the  Grand 
Trunk  in  Boston  would  secure  to  it  the  whole  of  the  Boston 
business,  while  it  really  only  gets  a  small  portion  of  it — about 
16  per  cent. 

It  is,  therefore,  not  true,  taking  into  consideration  the  facts 
just  stated,  that  Boston  enjoys  lower  rates  of  transportation 
from  New  York — an  impression  that  seems  to  have  been 
created  by  the  late  discussion  of  the  transportation  subject  in 
this  City.  Strange  to  say,  the  fact  has  never  been  mentioned, 
or  has  been  entirely  overlooked,  that  the  City  of  New  York 
enjoys  precisely  the  same  advantages  in  this  respect  as  Boston, 
if  it  be  considered  an  advantage. 

The  Grand  Trunk  Railroad  is  taking  freight  out  of  New 
York,  via  Portland,  at  lower  rates  than  the  rates  established 
by  the  trunk  lines.  If  we  are  to  believe  the  papers,  a  very 
large  amount  of  freight  has  thus  been  shipped  at  rates  even 
less  than  those  via  the  Grand  Trunk  from  Boston. 

The  Chesapeake  and  Ohio  Rfiilroad  charges  less  from  New 
York  than  the  established  trunk  line  rates.  It  has  a  circuit- 
ous route  to  the  West  via  Richmond,  as  the  Grand  Trunk  has 
a  circuitous  route  via  Portland  or  Montreal.  On  account  of 
those  longer  routes,  lower  rates  are  granted — not  because 
they  are  longer,  but  because  no  tariff  can  be  maintained  that 
does  not  give  a  portion  of  business  to  every  competing  line. 

An  agreement  has  also  existed  for  years  between  the  trunk 
roads  and  the  Southern  transportation  lines  from  New  York, 
via  Norfolk,  Savannah  and  Charleston,  according  to  which  the 
latter  are  to  charge  to  competing  points,  less  than  trunk  line 
tariff.  These  differences  range  from  fifteen  cents  per  hundred 
pounds,  on  first  class,  down  to  five  cents  per  hundred  pounds, 
on  fourth  class,  and  are  to  compensate  the  shipper  for  the  dis- 
advantages of  these  routes  as  compared  with  the  trunk  lines 
routes. 

The  same  principle  that  regulates  these  matters  in  New 
York  is  applied  in  Boston.  The  charges  against  the  New  York 
roads  of  unjustly  discriminating  against  this  City  are,  there- 
fore, entirely  without  foundation. 

I  have  not  yet  mentioned,  in  connection  with  this  subject, 
another  important  fact  that  seems  to  be  never  mentioned  when 
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the  disabilities  of  New  York  as  a  commercial  City  are  made 
the  subject  of  discussion. 

During  this  season  of  navagation  rates  are  made  from  New 
York  via  rail  and  lake,  33  per  cent,  lower  than  any  rates  that 
can  be  made  from  Baltimore  under  the  present  agreement. 
The  rates  made  via  canal  from  New  York  are  more  than  50 
per  cent,  lower  than  the  established  trunk  line  rates  from  the 
other  seaboard  cities,  and  the  shipments  of  freight  via  canal 
from  New  York  amount  to  40  per  cent,  of  the  total  rail  ship- 
ments to  the  "West  from  New  York  during  similar  periods  of 
time.  No  other  seaboard  city  can  avail  itself  of  such  cheap 
transportation  rates  to  and  from  the  West.  With  all  these 
advantages  in  favor  of  New  York,  and  so  many  more  of  a 
different  character,  not  necessary  here  to  mention,  should  the 
merchants  of  this  City  not  be  able  to  compete  with  those  of 
other  cities? 

Whether  this  question  is  answered  with  yes  or  no,  one  fact 
is  plain  enough — that  this  City  has  given  up  none  of  its 
natural  advantages  to  Philadelphia  and  Baltimore  by  any  act 
of  its  railroad  managers,  or,  as  far  as  I  know,  by  the  acts  of 
any  one  else. 

It  is  therefore  not  necessary  to  insist  that  "  the  other  roads 
(meaning  the  Philadelphia  and  Baltimore  roads)  have  no  right 
to  dictate,  to  New  York  that  the  natural  advantages  of  this 
port  shall  be  abrogated." 

If  closer  proximity  to  the  markets  of  the  West,  and  cheaper 
rail  transportation  in  consequence  thereof,  are  considered  as 
constituting  the  natural  advantages  of  a  port,  surely  Phila- 
delphia and  Baltimore  have  yielded  some  of  these  advantages 
in  favor  of  your  City,  but  you  have  yielded  none  to  them. 

Whatever  advantage  has  been  gained  by  New  York  has  been 
secured  by  the  efforts  of  the  New  York  roads  alone,  without 
aid  from  the  merchants  of  this  City.  Nevertheless,  the  im- 
pression is  sought  to  be  created  that  these  New  York  roads 
are  the  worst  enemies  of  the  City,  and  that  they  attempt  by 
unjust  discrimination  to  destroy  its  commerce. 

In  the  report  of  the  Chamber  of  Commerce,  of  February 
last,  copies  of  a  tariff  are  published  which  was  issued,  as 
therein  stated,  in  November,  1875  ;  showing  a  discrimination 
of  25  to  133  per  cent,  in  favor  of  Boston,  Philadelphia  and 
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Baltimore.  I  do  not  know  whether  this  tariff  was  ever  in 
force,  but  it  is  well  known  that  no  spipments  have  been  made 
under  it  since  the  spring  of  1876,  and  the  present  tariff,  which 
took  effect  at  that  time,  shows  a  reduction  of  15  to  123  per 
cent,  upon  the  differences  named  in  the  above  mentioned  re- 
port. These  reductions  were  made  after  a  "  long  and  desper- 
ate struggle,"  as  Mr.  Vanderbilt  says,  in  his  letter  already 
referred  to.  Yet  not  a  word  of  commendation  is  spoken  for 
achieving  so  much  for  this  City,rand  all  that  was  possible  to 
achieve. 

The  publications  lately  made  in  this  City,  proclaiming  to  the 
world  the  commercial  disabilities  under  which  this  city  is  sup- 
posed to  labor,  and  which,  I  think,  do  not  really  exist,  and 
advertising  the  advantages  of  other  cities,  cannot  but  prove  a 
disadvantage  to  New  York,  as  people  at  a  distance  may  be 
misled  thereby.  It  is,  therefore,  important  that  no  unjust 
charges  and  criticism  should  be  made  against  the  railroads,  and 
to  avoid  this  it  is  necessary  that  the  merchants  of  this  City 
should  fully  understand  the  difficulties  and  complications  of  . 
the  transportation  business. 

It  is  natural  enough  that  they  should  see  only  that  which  is 
desirable  to  them  to  obtain,  but  do  not  understand  what  is  pos- 
sible or  practicable  to  secure.  They  judge  these  matters  from 
their  own  standpoint^  and  do  not  consider  that  like  claims  as 
theirs  are  made  by  other  commercial  communities,  with  like 
rights  to  have  them  considered. 

Railroad  managers  are  constantly  made  aware  of  and  come 
in  contact  with  these  outside  forces,  which  they  cannot  con- 
trol, and  naaist .  be  content  with  securing  only  that  which  is 
practicableAnd  possible  to  secure  in  their  battles  with  other 
interests. 

Hence  the  apparent  diversity  of  opinion  and  judgment  be- 
tween railroad  managers  and  the  commercial  community  with 
which  the  railroads  are  identified,  and  the  antagonism  which 
we  find  almost  always  existing  between  the  two  parties,  al- 
though they  are  both  working  for  the  very  same  object. 

The  appointment  of  the  Transportation  Committee  by  the 
Chamber  of  Commerce,  for  the  purpose  of  collecting  informa- 
tion and  to  confer  with  the  railroad  managers  in  regard  to 
transportation  matters,  is  a  step  in  the  right  direction  to  allay 
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this  antagonism;  provided,  however,  that  such  investigations 
are  made  in  a  spirit  of  fairness,  and  not  under  a  predeter- 
mined conclusion  to  find  fault ;  and  provided,  also,  that  sufficient 
time  is  devoted  to  studying  the  subject  in  all  its  widespread 
ramifications. 

It  is  with  the  intention  of  assisting  to  a  better  understanding 
of  the  transportation  problem  that  I  have  written  this  letter, 
which  I  desire  to  be  considered  as  testimony  in  addition  to 
that  which  I  have  already  given  before  the  Committee  of 
Transportation  of  the  Chamber  of  Commerce.  The  position  I 
hold  does  not  connect  me  with  the  interest  of  any  one  of  the 
trunk  lines,  or  of  any  one  of  the  seaboard  cities.  This  enables 
me,  I  think,  to  take,  perhaps,  a  more  impartial,  and  I  may  say 
a  more  comprehensive  view  of  these  questions ;  at  least  I  do 
not  feel  guilty  of  entertaining  any  partisan  views  in  favor  of 
one  or  the  other  interests ;  all  that  I  would  desire  to  see  is 
that  the  transportation  subject  should  be  thoroughly  under- 
stood by  all  parties.  When  this  is  accomplished  the  greatest 
difficulty  has  been  removed  in  the  way  of  solving  the  transpor- 
tation problem. 

In  conclusion,  I  will  call  attention  to  the  agreement  which 
has  now  existed  between  the  four  trunk  lines  since  July  1, 
1877,  and  to  which  the  Grand  Trunk  Eailroad  became  a  party 
on  the  1st  February  last.  This  agreement  has  for  its  object 
the  maintenance  of  reasonable  and  fixed  tariff  rates  from  all 
seaboard  cities  upon  agreed  differences,  and  to  make  the  rates 
alike  for  all  shippers,  without  discrimination  and  favoritism. 

It  is  only  by  combinations  between  all  the  railroads  and  by 
their  co-operation  that  these  results  can  ever  be  secured  to  the 
public.     They  cannot  be  secured  by  discord,  strifflr'and  war. 

As  far  as  the  trunk  lines  themselves  are  concerned,  they 
have  strictly  adhered  to  the  agreement,  but  some  of  the  nu- 
merous Western  connections  have  not,  and  hence  the  operation 
of  the  plan  has  not  been  perfect.  Whatever  influence,  however, 
it  has  been  in  the  power  of  the  trunk  lines  to  exercise  upon 
their  connections  has  been  exercised,  and  upon  the  whole  the 
result  must  be  considered  satisfactory,  bearing  in  mind  the 
difficulties  and  complications  of  the  problem  to  be  solved. 
Perfection,  if  at  all  attainable,  could  not  be  reached  in  so  short 
a  time.    As  confidence  is  established  between  railroad  man- 
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agers,  the  difficulties  of  the  problem  will  be  lessened.  I  think 
that  all  commercial  communities  are  interested  in  this  matter, 
and  should  lend  their  support  to  the  trunk  lines  in  the  difficult 
task  which  they  have  undertaken,  to  maintain  reasonable  rates 
of  transportation  without  constant  fluctuation  and  without  un- 
just discrimination. 

Eespectfully  yours, 

ALBERT  FINK. 
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Standard  Oil  Co.,  ) 

May  7,  79.      V 

Book  8,  263.  ) 

On  and  after  April  21st,  79,  make  the  rate  from  Oil  City  via 
Buffalo,  to  Hudson  river  points  on  refined  oil,  5c.  per  barrel, 
Cleveland  rate. 

Oil  City  via  Buffalo  to  Boston,  5c.  per  barrel  above  Cleve- 
land rate. 


Stand aed  Oil  Co., 
May  7,  79. 
Slip  chap. 
Book  8,  263. 

On  and  after  Nov.  1,  78,  rate  from  the  West  on  refined  oil 
to  Albany,  Troy  and  Schenectady,  $1  per  barrel. 


Standard  Oil  Co.,  ) 

May  1,  79.      [ 

Book  8,  263.  ) 

Single  shipments  commencing  Nov.  18,  78,  rate  on  refined 
oil,  Cleveland  and  Titusville  to  Albany,  Troy  and  Schenectady, 
80c.  per  barrel. 

Befund-difference  in  amount  billed  at  and  above  rate. 
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Lake  Shore  and  Michigan 
Southern  Eailroad. 
May  5,  '79. 
Book  8,  250. 

Refined  oil,  Cleveland  and  Titusville  to  Fort  Plain,  Amster- 
dam, Fonda,  Little  Falls,  Palatine  Bridge,  St.  Johnsville,  $1.50 
per  barrel.     N.  T.  C.  proportion,  90c. 
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Exhibit  Bfo.  3.-June  21, 1879. 

Extracts  from  answers  of  Mr.  Albert  Fink  to  inquiries  pro- 
pounded by  Joseph  Nimmo,  Jr.,  Esq.,  Chief  of  the  Division  of 
Internal  Commerce,  of  Treasury  Department  of  the  United 
States,  contained  in  Appendix  No.  1,  of  First  Annual  Report 
on  the  Internal  Commerce  of  the  United  States,  for  the  fiscal 
year  ending  June  30,  1876. 

Extract  from  Answer  to  Question  27,  page  36  : 


"  Take,  for  example,  the  effects  of  the  present  railroad  war 
of  the  trunk  lines  upon  interior  cities.  Manufactured  articles 
are  brought  from  New  York  to  Louisville  for  21  cents  per  100. 
The  same  articles  manufactured  in  Syracuse,  and  which  were 
formerly  used  in  the  market,  cost  now  40  cents  per  100  for 
transportation  to  Louisville  :  of  course,  the  people  of  Syracuse 
lose  the  business. 

"  The  investments  in  manufactures  at  Syracuse  become  val- 
ueless ;  before  the  railroad  war  is  at  an  end  they  may  be 
ruined  ;  and  all  this  is  the  work  of  perhaps  one  railroad  com- 
pany, or  one  railroad  manager,  or  a  number  of  them — it  makes 
no  difference. 

"  Has  a  railroad  company  the  right  to  use  its  property  for 
the  purpose  of  destroying  the  property  of  other  people  ?  Is 
there  no  remedy  for  .such  evils  ? 

'•  1  think  there  is,  a — very  simple  one.  If  transportation  lines 
between  New  York  and  Louisville  can  carry  freight  for  20 
cents  per  100,  let  them  do  it ;  don't  prevent  them,  but  let  them 
carry  freight  from  Syracuse  to  Louisville  for  a  sum  not  exceed- 
ing 20  cents.  Enforce  this  law  regulating  common  carriers  : 
not  to  make  unjust  discrimination  against  the  transportation 
lines  of  the  whole  country,  not  only  against  the  roads  in  one  or 
more  states,  and  these  ruinously  low  competitive  rates  will,  as 
a  natural  consequence,  be  abandoned  ;  or,  if  they  can  be  main- 
tained, if  they  be  reasonable  in  themselves,  let  the  local  rates 
be  graded  down  accordingly." 

Question  34  (page  40).  "  Please  to  express  your  views  more 
fully  as  to  granting  special  rates  to  individuals,  and  show  why 
you  consider  such  special  rates  (where  the  quantity  equals  a 
car  load)  to  be  opposed  to   public  policy,  and   calculated  to 
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arouse  in  the  minds  of  the  people  a  feeling  of  animosity  toward 
railroad  management  V 

"  Answer.  It  is  sometimes  urged  that  railroad  companies 
should  grant  lower  rates  on  large  shipments,  upon  the  same 
principle  that  wholesale  merchants  can  sell  cheaper  than  retail 
merchants.  The  same  reasons  why  wholesale  merchants  can  sell 
cheaper  than  retail  merchants  do  not  apply  to  the  case  of  large 
or  small  shipments  on  railroads,  when  we  have  reference  merely 
to  car  load  shipments.  The  cost  of  retailing  merchandise  is 
much  greater  than  the  cost  of  selling  it  in  large  quantities.  It 
requires  a  different  kind  of  an  establishment,  larger  warehouses 
in  comparison  with  the  goods  stored,  more  clerks  longer  time 
to  sell  the  same  quantity  of  goods,  slower  returns,  <fec. 

"  In  the  case  of  shipments  on  railroads  in  less  than  car-loads) 
the  cost  will  be  greater  than  full  car  load  shipments — not  al- 
ways, but  as  a  rule.  Cars  cannot  be  fully  loaded  when  a  num- 
ber of  small  shipments  are  made,  which  have  to  be  unloaded 
at  different  stations.  After  unloading  one  shipment  at  an  in- 
termediate station  the  train  has  to  proceed  with  the  smaller 
load,  but  without  reducing  expenses  in  proportion.  It  is 
therefore  proper  that  the  shipper  should  pay  the  additional 
cost.  There  is  good  ground  for  discriminating  between  small 
and  large  shipments.  But  when  shipments  are  made  by  the 
car-load,  where  it  is  merely  a  question  of  one  or  more  car-loads, 
no  additional  cost  is  incurred  by  the  railroad  company. 

"  Whether  these  shipments  are  made  by  oDe  or  by  many 
shippers  it  costs  the  same.  It  costs  no  more  to  ship  car-loads 
of  freight  between  two  stations  of  a  railroad  whether  they  be- 
long to  one  shipper  or  to  ten  shippers,  whether  one  man  ships 
ten  car-loads  or  ten  men  ship  one  car-load  each.  There  is  no 
ground  for  discriminating  in  favor  of  the  large  shipper.  Any 
discrimination  made  in  his  favor  is  entirely  arbitrary. 

"  There  is  no  rule,  no  principle  on  which  it  can  be  established 
or  defended.  All  arbitrary  discrimination  works  injustice  to 
others. 

"  Take  a  flour  mill  producing  ten  car  loads  of  flour  a  day,  and 
along  aside  of  it  at  the  same  station  a  mill  producing  only  a 
cat  load.  The  railroad  company  decides  that  it  give  to  the 
larger  mill  a  rebate  of  25  cents  a  barrel.  This  of'  itself  consti- 
tutes a  fair  profit. 

"  The  large  mill  can  undersell  the  small  mill  in  any  market  in 
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which  they  are  competitors.  It  can  sell  at  ciost  and  make  25 
cents  per  barrel  profit,  when  the  other  mill,  if  it  wants  to  sell 
at  all,  must  sell  without  any  profit  at  all.  This  leads  to  break- 
ing up  of  the  small  establishment,  and  the  railroad  company  is 
the  instrument  through  which  it  is  accomplished. 

"  A  common  carrier  has  no  right  to  make  itself  a  party  to  such 
transactions.  Moreover,  it  is  not  to  its  advantage  to  do  so. 
This  policy  of  discrimination  prevents  thee  mploymentof  small, 
capital,  and  prevents  the  building  up  by  slow  degrees  the  in- 
dustries of  the  country.  Only  large  capitalists  can  afford  to 
carry  on  business,  and  they  are  not  always  to  be  found.  From 
small  beginnings,  if  propeily  fostered,  large  enterprises  are 
built  up.  The  larger  manufacturers  enjoy  already  sufficient 
advantages  over  the  smaller.  Being  able  to  produce  cheaper 
they  do  not  require  the  aid  of  railroad  companies  to  still  farther 
discriminate  in  their  favor. 


Exhibit  Xo.  4.— -June  21,  1879. 

Extract  from  answers  of  Mr.  Albert  Fink  to  inquiries  pro- 
pounded by  Joseph  Nimmo,  Jr.,  Esquire,  Chief  of  the  Di- 
/  vision  of  Internal  Commerce  of  Treasury  Department  of 
the  United  States,  contained  in  Appendix  No.  1  of  First 
Annual  Report  on  the  Internal  Commerce  of  the  United 
States  for  the  fiscal  year  ending  June  30,  187b\ 

"  Question  37.  (pp.  43  and  44.)  Piease  to  specify  such  prac- 
tices on  the  part  of  railroads  with  respect  to  freight  classes 
which  may  be  fairly  denominated  unjust  discrimination. 

"  Answer.  One  of  the  usual  discriminations  made  by  railroad 
companies  is  to  carry  freight  for  long  distances  at  greatly  re- 
duced rates,  compared  with  freight  over  short  distances. 
"While  the  latter  costs  more,  vet  by  discriminations  in  favor  of 
the  former  are  frequently  out  of  all  proportionate  cost. 
Whether  such  discriminations  are  just  or  unjust  depends  alto- 
gether upon  the  condition  under  which  they  are  made,  and 
even  upon  the  motive  upon  which  they  are  made.  The  facts 
in  two  cases  may  be  exactly  alike.  I  mean  the  relative  rates 
charged  upon  two  lines  of  transportation  between  long  and 
short  distances ;  yet,  in  one  case  the  discrimination  may  be 
just,  in  the  other  unjust.     To  illustrate   this.     Suppose  ^that 
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river  competition  at  the  terminus  of  a  line  of  transportation 
makes  low  rates  to  the  terminal  points  necessary,  higher  rates 
to  intermediate  points  are  then  not  only  necessary,  but  justi- 
fiable. (Please  refer  to  pages  55  and  56  of  my  Report,  Louis- 
ville &  Nashville  Railroad,  1873-74,  for  further  explanation.) 
Again,  suppose  that  at  the  terminus  of  a  line  of  transporta- 
tion railroad  competition  is  met,  and  in  that  competition,  as  a 
measure  of  injury  to  another  line,  rates  of  transportation  are 
made  very  law,  leading  to  discrimination  (high  rates)  for  in- 
termediate stations.  Bear  in  mind  that  these  low  rates  are 
not  made  because  the  railroad  company  thinks  it  to  its  inter- 
est to  do  so,  and  with  the  view  of  maintaining  them  perma- 
nently, but  they  are  made  as  a  temporary  war  measure,  with 
the  view  of  injuring  the  other  party,  and  practically  result- 
ing in  injuring  the  agressor  during  their  contin nance.  Sup- 
pose that  even  the  rates  are  not  made  lower  in  the  case  of 
road  competition  than  they  are  made  in  the  case  of  river 
competition  as  first  supposed;  but  compare  now  the  effeat 
of  the  discrimination  in  each  of  the  supposed  cases. 

"In  case  of  the  river  competition,  the  low  rates  result  from 
natural  causes  that  have  existed  at  all  times  and  will  continue 
to  exist.  The  railroads  and  the  country  have  had  to  adapt 
themselves  to  these  conditions.  A  railroad  built  through  an 
interior  country,  connecting  two  commercial  communities  hav- 
ing the  advantages  of  river  transportation,  only  improves  the 
transportation  facilities  of  the  interior  points.  It  does  not 
change  the  relations  existing  between  these  interior  points  and 
the  river  points  in  any  other  way.  , 

"  These  discriminations  — charging  higher  rates  to  the  interior 
stations  than  to  the  river  points,  although  the  former  are 
nearer — have  existed,  and  this  to  a  greater  degree.  The  con- 
struction of  the  railroad  does  not  create  but  necessarily  di- 
minishes the  same.  There  is  no  injustice  done  to  any  one. 
This  kind  of  discrimination  is  perfectly  just.  But  in  the  case 
of  extraordinary  low  competitive  rates  that  are  not  and  cannot 
be  permanently  maintained,  made  only  for  the  purpose  of  war- 
ring upon  a  competing  line,  the  effect  iipon  the  public  is  en- 
tirely different  and  very  injurious.  That  act  is  an  arbitrary 
act,  not  based  upon  the  nature  and  condition  that  should  con- 
trol the  relations  of  different  commercial  communities.  The 
measure  is  intended  to  be  only  temporary  in  its  operation,  not 
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permanent.  I  have  already  referred  to  the  results  in  my 
answer  to  question  4 ;  to  some  of  the  necessary  consequences 
upon  the  industries  at  interior  places.  The  value  of  articles 
of  commerce,  commercial  relations  between  the  different  com- 
munities are  unsettled  for  a  period  of  timecf  more  or  less 
duration,  and  great  injustice  is  done  to  many  interests.  A 
feeling  of  insecurity  in  all  investments  is  created,  and  from  this 
cause  the  development  of  the  resources  of  the  country  is  re- 
tarded. 

"  All  this  may  be  the  arbitrary  act  of  a  single  corporation, 
perhnps,  or  of  an  individual. 

"  Discriminations  such  as  these  are  unjust  and  should  be  for- 
bidden by  law.  They  are  forbidden  by  law  now,  but  the  law  is 
not  enforced. 

"  There  can  be  no  objection  to  low  competitive  rates,  but, 
whenever  made,  they  should  be  made  under  two  conditions  : 
first,  they  must  be  permanent ;  they  should  not  be  materially 
changed,  except  the  conditions  respecting  cost,  etc.,  make  a 
change  proper;  and,  second,  the  rates  to  intermediate  points 
should  be  reduced,  if  not  in  direct  proportion,  at  least  in  some 
measure  and  upon  correct  principles  that  would  not  work  in- 
jury to  the  interior  points.  No  restriction  should  be  imposed 
upon  any  common  carrier  as  to  lowering  its  rates  of  transpor- 
tation to  any  two  points  it  may  choose,  but  restriction  should 
be  imposed  forbidding  it  to  make  unjust  discriminations  at  in- 
termediate points.  I  have  in  the  above  endeavored  to  explain 
why  I  consider  excessive  low  competitive  rates,  made  tempo- 
rarily for  the  mere  purpose  of  war! are  by  one  company  upon 
another,  as  unjust  discrimination.  There  are  other  unjust 
discriminations  made  resulting  from  the  same  motive. 

"  The  practice  of  making  special  contracts  with  some  ship- 
pers— the  larger  shippers  generally — at  lower  than  regular 
rates,  and  charging  the  regular  rates  to  all  other  shippers, 
constitutes  one  of  the  most  unjust  discriminations.  It  is 
practiced  to  a  great  extent  The  rates  of  transportation,  be  • 
tween  two  points,  should  be  the  same  to  all  shippers. 

"  The  payment  of  rebates,  drawbacks,  by  which  means  their 
unjust  discriminations  are  practiced,  should  be  forbidden." 
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Exhibit  KTo.  5.— June  21,  1879. 

This  Agreement,  made  this  first  day  of  April,  in  the  year 
of  our  Lord  one  thousand  eight  hundred  and  seventy-nine 
(1879),  between  the  New  York  Central  &  Hudson  Eiver  Eail 
Koad  Company,  party  of  theijfirst  part,  and  Hamilton  McK. 
Twombly,  of  the  City  of  New  York,  party  of  the  second  part, 
witnesseth  : 

That  whereas  the  party  of  the  first  part  owns  a  certain  grain 
elevator  situated  near  the  foot  of  Sixtieth  street,  on  the  North 
river,  in  the  City  of  New  York,  which  is  known  as  Elevator 
"  A,"  and  has  nearly  ready  for  occupation  another  grain  ele- 
vator situated  near  the  first-named,  and  which  will  be  known 
as  Elevator  "  B,"  in  which  elevators  grain  arriving  in  cars 
over  the  road  of  the  party  of  the  first  part  is  to  be  received 
and  there  stored,  and  thence  delivered.  Now,  the  parties 
hereto  have  agreed  for  the  occupation  and  management  of 
said  elevators  and  any  .elevators  which  may  hereafter  be 
erected  by  the  party  of  the  first  part,  the  receiving  and  stor- 
ing therein  and_  delivering  therefrom  of  grain  by  the  party  of 
the  second  part,  as  follows  : 

That  is  to  say  : 

The  party  of  the  first  part  demises  and  lets  unto  the  party 
of  the  second  part  the  said  elevator  buildings,  with  all  the 
machinery,  appliances  and  appurtenances  thereof,  and  all  the 
docks  and  water  privileges  belonging  thereto  for  a  term  of  five 
years,  to  begin  on  the  date  hereof. 

The  party  of  the  first  part  further  agree,  during  the  contin- 
uance of  this  agreement,  to  deliver  in  cars,  on  the  tracks  with- 
in said  elevators,  all  grain  broughb  over  their  railroads  to  the 
City  of  New  York,  and  destined  for  delivery  in  the  harbor  of 
New  York  or  beyond,  unless  the  same  shall  have  been  specifi- 
cally consigned  by  shippers  for  delivery  elsewhere.  The  party 
of  the  second  part,  in  consideration  of  the  foregoing  demise 
by,  and  agreement  of,  the  parties  of  the  first  part,  leases  from 
and  agrees  to  and  with  the  party  of  the  first  part,  their  suc- 
cessors and  assigns,  to  occupy  and  operate  said  elevators 
during  the  term  hereinbefore  specified,  and  to  pay  to  the  party 
of  the  first  part,  their  successors  and  assigns,  monthly,  at  the 
office  of  the  Treasurer,  the  rent  hereinafter  specified,  and  in 
consideration  aforesaid  the  party  of  the  second  part  further 
specifically  agrees  to  and  with  the  party  of  the  first  part,  their 
2f> 
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successors  and  assigns,  as  to  the  operation  of  said  elevators  as 
follows  ;  that  is  to  say  : 

The  rent  at  which  said  elevator  buildings,  appurtenances, 
docks,  water-fronts  and  privileges,  are  so  demised  and  let,  is  to 
be  payable  at  the  office  of  the  Treasurer  in  the  City  of  New 
York  of  the  party  of  the  first  part,  and  is  to  be  a  sum  equal 
to  the  amount  received  by  the  party  of  the  second  part  from 
others  than  party  of  the  first  part,  for  the  storage  of  grain  in 
said  elevators,  and  sixty  per  cent,  of  the  amount  paid  by  the 
party  of  the  first  part  to  the  party  of  the  second  part  for  re- 
ceiving, elevating,  weighing  and  delivering  all  grain  in  said 
elevators ;  said  sum  being  hereinafter  definitely  established 
and  this  clause  referred  to.  The  party  of  the  first  part  are 
to  be  allowed  to  occupy  the  office  in  said  buildings  now  in 
use  by  them. 

The  party  of  the  second  part  agrees  to  make  all  ordinary 
repairs,  pay  all  Groton  water  taxes  chargeable  on  the  premises, 
and,  at  expiration  of  the  term  of  this  agreement,  return  the 
property  in  as  good  order  as  received,  usual  wear  and  tear  ex- 
cepted. In  case  of  fire  or  other  damage  not  covered  by  the 
aforesaid  clause,  the  party  of  the  first  part  agree  to  replace 
and  put  in  order  such  damage  at  the  earliest  moment,  and  in 
the  meantime  the  party  of  the  second  part  shall  be" relieved  of 
all  care  and  responsibility  incurred  under  this  lease  and  con- 
tract ;  provided  the  said  property  is  unfit  to  carry  on  the  busi- 
ness for  which  the  party  of  the  second  part  leased  said 
property.  "  Ordinary  repairs"  are  meant  to  include  the 
repairing  of  such  damage  caused  to  the  machinery,  spouts, 
belts,  &c,  by  the  transaction  of  business  which  do  not  occur 
from  any  outside  cause  or  source. 

In  order  that  the  party  of  the  first  part  may  have  some 
guarantee  that  the  machinery  is  managed  properly,  the  party 
of  the  second  part  agrees  that  he  will  not  employ  any  engi- 
neer who  is  objectionable  to  the  party  of  the  first  part ; 
provided  that  if  the  party  of  the  first  part  does  object,  he  will, 
at  the  request  of  said  party  of  the  second  part,  procure  an  en- 
gineer satisfactory  to  the  party  of  the  second  part.  The  party 
of  the  second  part  agrees  to  keep  the  fire-pumps,  hose  and 
other  parts  of  the  fire-extinguishing  apparatus  in  perfect 
order,  and  to  thoroughly  examine  and  test  their  efficiency  at 
least  once  each  week. 

The  party  of  the  second  part  agrees  to   carry  out  all  the 
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provisions  of  a  certain  contract,  and  the  amendments  thereto^ 
new  existing  between  the  party  of  the  first  part  and  the  New 
York  Produce  Exchange,  and  to  assume  all  the  liability  of  the 
party  of  the  first  part  under  the  said  contract.  (A  copy  of' 
said  contract  and  amendments  thereto  are  appended  hereto.) 
He  further  agrees  to  assume  all  liabilities  as  t)  all  grain 
immediately  upon  its  being  placed  on  the  tracks  within  said 
elevators,  and  indemnify  the  party  of  the  first  part  against  all 
claims  for  loss  or  damages  in  respect  thereto,  thereafter  ac- 
cruing. 

The  party  of  the  second  part  agrees  to  obtain  the  insurance 
and  pay  the  premium  on  all  grain  for  which  the  party  of  the 
first  part  is  responsible.  On  export  and  export  bonded  grain 
the  party  of  the  first  part  agrees  to  refund  to  him  the  pre- 
mium for  such  insurance,  while  held  in  the  elevators  or  lighters 
on  storage,  and  the  party  of  the  second  part  agrees  to  pay  said 
premium  of  all  insurance  while  the  said  grain  is  on  lighters, 
after  the  party  of  the  first  part  has  ordered  said  grain  to  any 
given  point. 

"  Export  Grain."  It  is  agreed  by  the  parties  hereto  that  by 
the  term  "  export  grain  "  is  meant  all  grain  which  is  destined 
to  a  port  beyond  New  York,  either  domestic  or  foreign,  and 
which  may  be  shipped  over  the  road  of  the  party  of  the  first 
part  on  a  through  bill  of  lading  to  destination,  or  on  a  bill  of 
lading  to  New  York  upon  which  a  through  rate  to  destination 
is  named,  or  which  may  be  shipped  to  New  York  for  trans- 
shipment to  ports  beyond  New  York,  the  same  in  all  cases 
being  consigned  to  the  care  of  the  party  of  the  first  part  or  its 
agents. 

"  Export  bonded  grain  "  is  meant  to  cover  such  grain  as  is 
shipped  from  Canada  under  United  States  Custom  House 
bonds,  or  otherwise,  the  same  manner  as  export  grain. 

"  Bonded  grain  "  is  meant  to  cover  such  grain  as  is  shipped 
from  Canada  under  United  States  Custom  House  bonds,  or 
otherwise,  and  consigned  to  owners  or  consignees  in  the  City 
of  New  York. 

"  Free  grain  "  is  meant  to  cover  such  grain  not  export,  ex- 
port bonded  or  bonded. 

"  Owner's  and  consignee's  grain  "  is  meant  to  cover  all  grain 
shipped  over  the  railroads  of  the  party  of  the  first  part  for  de- 
livery in  the  port  of  New  York  and  consigned  to  owners  or 
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consignees,  and  hereafter  when  the  above  terms  are  mentioned 
in  this  agreement,  the  above  meanings  are  understood. 

The  party  of  the  second  part  is  to  unload  and  remove  the 
grain  from  all  cars  as  soon  as  they  are  placed  on  the  tracks 
within  said  elevators  ready  to  be  unloaded ;  he  is  to  thoroughly 
clean  and  sweep  out  all  the  cars  immediately  after  the  removal 
of  the  grain,  and  close  the  doors  and  replace  all  grain  doors  in 
their  proper  position,  except  that  as  to  all  cars  which  by  vir- 
tue of  any  agreement  between  the  party  of  the  first  part  and 
the  New  York  Produce  Exchange  are  to  be  inspected ;  said 
cars  are  to  be  inspected  before  being  unloaded. 

The  party  of  the  second  part  is  to  employ  all  the  men,  fur- 
nish all  the  lights,  fuel  and  other  articles  necessary  for  operat- 
ing said  elevators  ;  he  is  to  elevate  all  the  grain  to  the  bins  of 
said  elevators,  weigh  the  same  and  keep  the  same  in  store  or 
on  lighters  at  hia  option,  not  to  exceed  four  days,  reweigh  and 
deliver  said  grain  on  lighters  under  and  in  accordance  with 
the  existing  agreement  between  the  party  of  the  first  part  and 
the  New  York  Produce  Exchange  (a  copy  of  which  agreement 
is  hereto  annexed) ;  for  which  elevation,  weighing  and  storing, 
not  to  exceed  four  days,  reweighing  and  delivery  on  lighters, 
or  to  consignees  from  said  elevators  when  desired,  the  party  of 
the  first  part  are  to  pay  ,to  the  party  of  the  second  part 
monthly  at  the  rate  of  one  cent  per  bushel. 

The  party  of  the  second  part  agrees  to  deliver  grain  by 
lighters  to  warehouses  or  ships,  in  accordance  with  the  terms 
of  the  bill  of  lading  thereof  and  with  said  agreement  with  the 
New  York  Produce  Exchange,  and  for  all  grain  so  delivered 
by  lighter,  the  party  of  the  first  part  agrees  to  pay  him 
monthly  three-fourth  cents  per  bushel,  and  he  is  to  make  no 
further  or  other  charge  in  respect  to  the  handling  and  storing 
of  such  grain  while  in  lighters  than  those  provided  for  by  the 
terms  of  said  agreement  with  the  New  York  Produce  Ex- 
change. 

The  party  of  the  second  part  shall  deliver  grain  to  steamers 
and  sailing  craft  coming  to  said  elevators  for  cargoes  or  parts  of 
cargoes  ;  the  party  of  the  first  reserving  the  right  to  designate 
the  order  in  which  such  steamers  or  sailing  craft  shall  be 
loaded  ;  provided,  however,  that  said  steamer  or  sailing  craft 
to  be  so  loaded,  shall,  when  placed  at  docks  of  said  elevators 
be  ready  to  take  her  cargo,  allowing  only  such  time  as  may  be 
actually  necessary  to  discharge  ballast,  and  shall  be  removed 
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as  soon  as  practicable  after  said  cargo  or  part  of  cargo  is  com- 
pleted, provided;  also,  that  if  while  taking  said  cargo,  by  acci- 
dent or  neglect,  or  otherwise,  the  steamer  or  sailing  craft  is 
obliged  to  impede  the  business  of  said  elevators,  then  said 
steamer  or  sailing  craft  shall  be  removed,  qr  caused  to  be  re- 
moved, by  the  party  of  the  first  part. 

The  party  of  the  second  part  agrees  to  make  such  charges 
for  loading  said  steamers  and  sailing  craft  as  the  party  of  the 
first  part  may  direct.  The  party  of  the  second  part  shall  either 
allow  steamers  and  sailing  craft  receiving  grain  at  said  elevators 
to  do  their  own  trimming,  or  else  do  it  for  them  at  a  cost  not 
exceeding  the  rate  charged  for  such  service  at  other  points  in 
New  York  harbor  or  at  Boston,  Baltimore  or  Philadelphia. 

The  party  of  the  second  part  agrees  to  store  "  Export 
Grain  "  in  said  elevators  under  the  same  rules  as  for  owners 
and  consignees,  and  in  addition,  to  keep  the  different  lots  of 
said  grain  separate  when  same  is  not  graded. 

The  party  of  the  second  part  also  agrees,  when  requested  by 
the  party  of  the  first  part  to  store  export  grain  in  lighters, 
charging  only  to  the  party  of  the  first  part,  and  party  of  the 
first  part  agreeing  to  pay,  only  the  actual  expense  incurred  by 
the  party  of  the  second  part  by  such  storage. 

"  Bonded  Grain."  If  the  party  of  the  first  part  have  certain 
bins  in  said  elevators  bonded,  the  party  of  the  second  part 
will  store  bonded  grain  under  the  same  conditions  for  the 
owners  and  consignees  as  grain  not  bonded. 

"  Bonded  Export  Grain."  The  party  of  the  second  part 
will  store  Bonded  Export  Grain  under  the  same. rule  as  bonded 
grain,  and  in  addition  at  the  request  of  the  party  of  the  first 
part  will  store  said  grain  in  lighters ;  the  party  of  the  first 
part  paying  there ror  the  actual  cost  of  the  same. 

The  party  of  the  second  part  having  agreed  to  carry  out  the 
contract  between  the  party  of  the  first  part,  and  the  New  York 
Produce  Exchange  which  provides  for  certain  storage  on 
lighters  or  otherwise,  he  further  agrees  that  if  from  any  cause 
the  party  of  the  first  part  directs  him  to  hold  on  storage  on  his 
lighters  Free  Grain  of  owners  or  consignees,  he  will  store  such 
grain,  collecting  from  consignees  such  rates  as  the  party  of  the 
first  part  may  direct,  and  the  party  of  the  first  part  agrees  to 
pay  him  the  difference  between  the  storage  so  collected  and 
the  actual  cost  of  such  storage.  But  it  is  understood  that  he 
shall  not  charge  said  storage  to  the  party  of  the  first  part 
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after  said  party  of  the  first  part  or  the  consignee  has  ordered 
him  to  make  delivery. 

It  is  agreed  that  an  order  to  store  in  lighters  by  the  party  of 
the  first  part  shall  not  relieve  the  party  of  the  second  part  from 
reporting  or  posting  grain  out  of  condition  as  provided  in  the 
contract  with  the  New  York  Produce  Exchange.  Nor  shall  it 
relieve  him  from  liability  for  loss  or  damage,  and  he  shall  in- 
demnify the  party  of  the  first  part  by  insuring  grain  which 
may  be  ordered  stored  in  lighters  by  the  party  of  the  first  part, 
but  the  party  of  the  first  part  shall  refund  to  him  the  actual 
cost  of  such  insurance. 

The  party  of  the  second  part  shall  store  in  said  elevators 
Free  Grain  for  the  owners  and  consignees  thereof,  upon  such 
terms  as  he  may  be  directed  by  the  party  of  the  first  part,  pro- 
vided, however,  that  such  storage  does  not  interfere  with  the 
other  general  business  of  said  elevators  as  provided  in  this 
agreement. 

He  further  agrees  to  deliver  the  same  quantity  of  Export 
Grain  and  Export  Bonded  Grain  as  delivered  to  him  by  the 
party  of  the  first  part,  but  he  shall  not  be  required  to  hold 
grain  or  be  responsible  for  the  weight  of  the  same  in  case  it 
becomes  out  of  condition  ;  and  in  case  of  doubt  as  to  condi- 
tion, the  decision  of  the  Inspector  of  the  Produce  Exchange, 
shall  govern  both  parties.  Immediately  upon  grain  being  de- 
cided out  of  condition,  the  responsibility  of  the  party  of  the 
second  part  as  to  weights^  shall  cease,  but  otherwise  his  re- 
sponsibility shall  continue  the  same  as  if  said  grain  was  in 
good  condition. 

In  case  the  party  of  the  first  part  order  the  extra  towing  of 
any  lighter  with  Export  or  Export  Bonded  Grain,  and  said 
extra  towing  is  not  caused  by  the  negligence  of  the  party  of 
the  second  part,  said  party  shall  pay  to  the  party  of  the  second 
part  three  dollars  for  such  extra  towing. 

The  party  of  the  second  part  agrees  to  attend  the  elevating, 
weighing  and  spouting  from  lighters  to  ship,  if  directed  by  the 
party  of  the  first  part  and  to  attend  to  the  settlement  of 
charges  for  said  elevating,  weighing  and  spouting  from  lighters 
to  ship,  if  directed  by  the  party  of  the  first  part,  charging  to 
said  party  of  the  first  part  only  the  actual  cost  of  the  same. 

The  party  of  the  second  part  is  to  collect  from  time  to  time 
all  freight  moneys  on  grain,  except  such  as  he  maybe  directed 
by  the  party  of  the  first  part  not  to  collect,  delivered  to  him  in 
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said  elevators,  and  remit  all  freight  moneys  collected  on  said 
grain  to  the  authorized  agent  of  the  party  of  the  first  part  at 
their  Sixtieth  street  station  in  the  City  of  New  York,  within 
twenty-four  hours  after  grain  has  been  delivered  in  said  ele 
vators. 

The  certificates  provided  for  in  the  agreement  between  the 
party  of  the  first  part  and  theNew  York  Produce  Exchange,  are 
to  be  issued  by  the  party  of  the  first  part,  and  countersigned 
by  the  party  of  the  second  part. 

The  party  of  the  second  part  is  to  render  to  the  party  of  the 
first  part  monthly  statements  of  the  gross  receipts  of  money 
for  storage  of  grain  in  said  elevators,  and  also  statements  of 
the  number  of  bushels  of  grain  received  by  the  party  of  the 
second  part  in  said  elevators,  and  keep  regular  books  of  ac- 
counts thereof,  and  allow  the  party  of  the  first  part  to  inspect 
the  same  at  any  time,  and  allow  his  scales  and  weights  to  be 
inspected  at  reasonable  times  by  the  party  of  the  first  part 
and  the  authorized  agent  of  the  New  York  Produce  Exchange. 

It  is  further  agreed  that  if  the  articles  of  agreement  herein 
contained  are  not  carried  out  to  the  satisfaction  of  the  party  of 
the  first  part  by  the  party  of  the  second  part,  the  party  of  the 
first  part  may  terminate  this  lease  on  six  (6)  months  notice  in 
writing ;  and  in  such  case  the  party  of  the  first  part  agree  to 
take  from  the  party  of  the  second  part,  at  a  fair  valuation,  all 
tags,  boats  and  other  appliances  and  appurtenances  which  the 
party  of  the  second  part  part  may  have  acquired  for  the  carry- 
ing on  of  the  business. 

In  witness  whereof,  the  parties  hereunto  have  mutually  set 
their  hands  and  seals. 

(Signed) 
The  New  Yokk  Central  &  Hudson  B.  K.  B.  Co. 
By  W.  K.  VANDEEBILT, 

Second  Vice-Pt. 

John  Haepeb, 

Witness., 

(Signed)  H.  McK.  TWOMBLY. 

Charles  Hepenstall, 

Witness. 

I  certify  that  the  foregoing  is  a  correct  copy. 

D.  C  MEYEE. 
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Abticlks  of  Agkeement  between  the  New  York  Produce  Ex- 
change and  the  New  York  Central  &  Hudson  Eiver  Bail- 
road  Company,  Erie  Eailway  Company  &  Pennsylvania 
Rail  Eoad  Company,  relating  to  the  inspection,  grading, 
consolidation  and  delivery  of  grain  arriving  by  rail  at  the 
port  of  New  York. 

First. — In  order  to  facilitate  deliveries  of  grain  arriving  by 
rail  at  the  port  of  New  York,  it  is  hereby  mutually  agreed  by 
and  between  the  parties  hereto,  in  consideration  of  the  adop- 
tion and  enforcement. of  the  following  rules  by  the  said  parties 
respectively,  in  the  manner  and  to  the  extent  hereinafter  set 
forth,  and  also  for  other  good  and  valuable  considerations,  as 
follows : 

Second. — The  railroad  companies,  parties  hereto,  may  put 
together  in  warehouses,  boats  or  other  receptacles,  provided 
by  themselves  for  that  purpose,  grain  of  the  same  kind  and 
grade,  without  regard  to  ownership,  afier  the  same  has  been 
inspected,  graded  and  weighed,  in  accordance  with  the  rules 
of  the  Produce  Exchange,  as  hereinafter  set  forth  ;  but  nothing 
herein  contained  shall  be  construed  as  depriving  shippers  of 
the  right  of  preserving  the  identity  of  grain  consigned  to  this 
market  if  they  shall  so  elect;  subject  only  to  such  uniform 
conditions  as  may  be  made  by  the  railroad  companies  parties 
hereto,  for  that  purpose. 

Third. — It  is  hereby  further  agreed  that  all  questions  of 
difference  between  the  New  York  Produce  Exchange,  or  any 
member  thereof  and  the  railroad  companies  or  either  of  them, 
growing  out  of  the  inspection  and  delivery  of  grain,  shall  be 
settled  by  a  private  arbitration  committee  consisting  of 
three  persons,  one  of  whom  shall  be  selected  by  the  President 
of  the  New  York  Produce  Exchange,  subject  to  the  approval  of 
the  Committee  on  grain,  one  by  the  railroad  companies,  or  the 
company  with  which  the  controversy  may  arise,  and  these  two 
to  select  a  third,  and  the  decision  of  a  majority  of  such  Arbi- 
tration Committee,  shall  be  final  as  to  the  case  presented. 

Fourth. — Any  of  the  parties  to  this  agreement  desiring  any 
alteration  of  or  amendment  to  any  of  the  following  rules,  may 
give  notice  in  writing  to  each  of  the  other  parties  hereto,  which 
notice  shall  contain  the  substance  of  the  proposed  alteration 
or  amendment,  and  shall  designate  the  time  and  place  (in  the 
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City  of  New  York)  for  a  meeting  of  the  said  parties  to  consider 
and  act  on  the  same,  and  which  time  shall  be  at  least  30  days 
subsequent  to  the  date  of  said  notice. 

Fifth. — The  New  York  Produce  Exchange  agrees  to  adopt 
and  enforce,  as  far  as  it  legally  may,  the  following  rules,  to  be 
known  as 

"  Rules  op  the  New  York  Produce  Exchange  for  Grading 

Grain." 

Buhl. — The  "Committee  on  Grain"  of  the  Produce  Ex- 
change shall,  upon  the  execution  of  this  agreement,  proceed  to 
establish  grades  of  all  kinds  of  graiu,  and  shall  prepare  and 
keep  at  the  Produce  Exchange  standard  samples  of  such 
grades,  and  for  the  proper  maintenance  of  the  grades  of  grain, 
as  established  under  the  provisions  of  this  rule,  the  Committee 
on  Grain  shall  appoint  an  Inspector-in-Chief  whose  term  of 
office  and  those  of  his  appointees  shall  be  subject  to  the  pleas- 
ure of  the  said  Committee,  and  who  shall  perform  the  duties 
as  set  forth  in  the  following  rules.  The  Committee  on  Grain 
shall  also  do  such  other  proper  and  needful  things  as  shall 
from  time  to  time  be  required  for  properly  carrying  out  this 
system  of  grading  grain. 

Bule  2. — The  Inspector-in-Chief  shall  appoint  such  number 
of  deputies  as  in  his  opinion,  or  in  the  opinion  of  the  Com- 
mittee on  Grain,  shall  be  sufficient  to  insure  the  prompt  and 
reliable  inspection  of  each  car  of  grain  upon  its  arrival  at  the 
Hudson  River  terminus  of  the  railroads,  and  the  performance 
of  such  other  duties  as  may  devolve  upon  him  or  them  under 
these  rules.  The  salaries  or  fees  of  these  deputies  shall  be 
paid  by  the  Inspector-in-Chief. 

Rule  3. — Immediately  after  their  appointment,  and  before 
performing  any  of  the  duties  of  their  office,  the  Inspector-in- 
Chief  and  his  deputies  shall  be  required  to  take  or  subscribe 
to  the  following 

Oath  or  Affirmation.  ' 

I  do  solemnly  swear  (or  affirm,  as  the  case  may  be),  that  I 
will  execute  the  duties  of  an  Inspector  of  grain,  under  the  rules 
of  the  New  York  Produce  Exchange,  with  strict  impartiality, 
and  according  to  the  best  of  my  ability. 
21 
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Rule  4. — It  shall  be  the  duty  of  the  Inspector-in-chief  or  his 
deputies,  to  inspect  and  determine  the  grades  of  grain  (subject 
to  inspection),  in  the  cars,  to  supervise  the  weighing  of  the 
cars,  loaded  and  light,  upon  the  railroad  track  scales,  and  to 
see  that  such  scales  are  in  correct  working  order  when  in  use. 
He  shall  keep,  or  cause  to  be  kept,  in  a  book  or  books  provided 
by  him  for  that  purpose,  an  accurate  record  of  the  number  of 
each  car,  the  kind,  grade  and  quantity  of  grain  inspected  and 
weighed  therein,  the  date  of  such  inspection,  and  the  name  of' 
the  consignee.  He  shall  also  furnish  to  the  railroad  com- 
panies returns  in  duplicate  of  grain  so  inspected  and 
weighed  at  the  Hudson  river  termini  of  their  respective  lines, 
which  returns  shall  be  made  upon  the  following 

Form  of  Inspector's  Return. 

New  York,  ,  18    . 

This  is  to  certify  that  on  the  day  of  ,  18 

inspected  bushels  of  No.         ,  consigned  to  , 

in  car  No.  ,  at  the  Hudson  river  terminus  of  the 

Railroad  at 

Inspector -in-  Chief, 
per 

Deputy. 

Bute  5. — The  compensation  for  inspection  shall  be  at  a  rate 
per  car,  to  be  determined  and  regulated  by  the  Committee  on 
Grain,  and  shall  be  payable  weekly  by  the  consignees  to  the 
Inspector-in-Chief. 

Rule  6. — On  all  sales  of  graded  grain,  the  tender  of  guaran- 
teed certificates,  as  described  in  Rule  1  of  the  Rules  of  the 
railroad  companies,  shall  constitute  a  delivery  of  the  grain  as 
between  sellers  and  buyers,  except  in  the  cases  provided  in 
Rules  7  and  9  of  the  railroad  companies,  when  such  certificates 
shall  cease  to  be  a  valid  delivery  as  between  sellers  and  buy- 
ers. Such  deliveries  shall  be  made  between  the  hours  of  10 
A.  M.  and  2  p.  m.  Deliveries  shall  be  known  as  "regular"  when 
three  working  days,  including  the  day  of  tender,  are  allowed 
by  sellers.  When  the  term  "  fresh  "  is  used,  it  shall  be  under- 
stood to  mean  four  days,' as  above.  Sellers  shall  deduct  from 
their  invoices,  the  customary  half-weighing,  elevation,  or  cost 
of  delivery  of  grain  from  boats,  any  accrued  demurrage,  and 
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also,  if  necessary,  sufficient  unaccrued  demurrage  to  give  buy- 
ers "regular"  time  for  delivery,  as  hereinbefore  described, 
which  charges  shall  then  be  assumed  by  buyers. 

Buk  7. — Inspectors  shall  furnish  samples  of  grain  inspected 
on  arrival  as  out  of  condition  or  unmerchantable,  or  for  which 
no  grades  are  established,  before  noon  on  the  day  such  grain 
is  ready  for  delivery. 

Rule  8. — All  grain  delivered  under  these  rules  shall  be 
weighed  or  measured  as  provided  in  Eule  15  of  the  "  Eules 
regulating  the  Grain  Trade  in  the  City  of  New  York,"  and 
the  weigher  or  measurer  shall  promptly  furnish  to  the  llailroad 
Company  from  whose  boat  or  boats  such  delivery  shall  be 
made  a  true  and  correct  return  of  the  weight  (in  bushels  and 
pounds)  of  each  lot  of  grain  so  delivered,  upon  the  following 
form  of 

Cektijtcate. 

To  the  Railroad  Company. 

This  is  to  certify  that  I  have  weighed  or  measured  from  Boat 
for  account  of  bush,  of 

and  that  the  same  has  this  day  been  de- 
livered to  Boat  ready  for  de- 
livery 

Delivery  completed 
(Signed) 

Weigher. 

New  York, 

The  representatives  of  each  railroad  company  shall  have 
the  right  to  verify  the  correctness  of  such  certificate  of  grain 
delivered  from  its  boats,  by  examination  of  the  weigher's 
books  or  scales,  or  both,  either  during  or  after  such  de- 
livery. 

If  any  weigher  or  measurer  shall  refuse  to  permit  such  exami- 
nation and  verification,,  or  shall  unreasonably  impede  the  same, 
the  party  aggrieved  may  make  complaint  to  the  Committee  on 
Grain  of  the  New  York  Produce  Exchange,  and  if,  after  in- 
vestigation by  the  said  Committee,  such  complaint  be  deemed 
substantiated,  the  license  of  such  weigher  or  measurer  shall  be 
revoked. 
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Rule  9. — Any  grievances  between  members,  growing  out  of 
the  inspection  of  grain  shall  be  referred  to  the  Committee  on 
grain  of  the  New  York  Produce  Exchange  for  adjudication. 

Sixth. — The  railroad 

companies,  parties  hereto,  agree  that  they  will,  for  the  purpose 
of  carrying  out  this  agreement,  adopt  and  enforce,  as  far  as 
they  legally  may,  the  following  rules,  to  be  known  as 

"  eules  of  the  eaikroad  companies  foe  graded  grain  at 
the  Poet  of  New  Yoek  :" 

Rule  1. — The  railroad  companies,  parties  hereto,  will  sever- 
ally issue  guaranteed  certificates  for  grain  consigned  to  New 
York  when  consolidated  and  graded  under  the  provisions  of 
this  agreement,  in  the  following  form  : 
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The  quantity  of  grain  represented  by  each  certificate  shall 
not  exceed  8,000  bushels,  except  of  oats,  for  which  the  certificates 
shall  not  exceed  10,000  bushels  each.  These  certificates  shall 
be  properly  dated,  and  numbered  consecutively,  and  shall  state 
in  detail  the  kind,  grade  and  quantity  of  the  grain  represented 
by  them,  and  shall  be  furnished  to  the  consignees  before  noon 
of  the  dates  thereof,  accompanied  by  the  freight  bills  and  in- 
spection returns. 

The  railroad  companies  shall,  however,  have  the  right  to 
withhold  such  certificates  until  the  freight  (computed  upon 
the  track  scale  weights  as  verified  by  the  inspector;,  and  all 
accrued  charges  upon  the  grain  represented  by  such  certifi- 
cates shall  have  been  paid. 

Rule  2. — Consignees  shall  be  allowed  to  hold  grain  in  boats 
four  days  (exclusive  of  Sundays  and  legal  holidays),  including 
the  dates  of  the  certificates,  free  of  expense.  After  that  time 
demurrage  shall  accrue  at  one-eighth  of  one  cent  per  bushel 
per  day  or  part  thereof,  whether  orders  for  delivery  have  been 
given  or  not,  which  charge  shall  then  continue  until  the  de- 
murrage charge  accrues  as  provided  in  Rule  5. 

Rule  3. — Upon  surrender  of  certificates  to  the  railroad  com- 
pany issuing  the  same  with  an  order  directing  delivery,  of  the 
grain,  the  said  company  shall  give  proper  receipts  for  the  said 
certificates,  and  shall  promptly  deliver  the  grade  and  quantity 
of  grain  specified  therein  at  any  customary  place  of  delivery 
in  the  port  of  New  York  as  directed. 

Ride  4. — The  railroad  companies  shall  not  be  required  to 
place,  free  of  towage,  less  than  4,000  bushels  of  one  grade  or 
kind  of  grain  at  any  one  point  in  the  harbor. 

Rule.  5. — After  grain  is  ordered,  consignees  or  owners  shall 
be  allowed  three  days  at  the  rate  of  demurrage  provided  in 
Rule  2  (exclusive  of  Sundays  and  legal  holidays),  including 
that  of  its  arrival  at  the  specified  point  of  destination  for 
unloading,  and  shall  thereafter  pay  ten  dollars  ($10)  demur- 
rage for  each  24  hours  or  parts  thereof,  on  each  order  for  the 
delivery  of  10,000  bushels  or  less  of  one  grade  of  oats  or  8,000 
bushels  or  less,  of  one  grade  of  any  other  kind  of  grain  until 
the  same  be  discharged,  whether  such  time  be  within  the 
original  four  days  or  not,  but  the  railroad  companies  shall 
have  the  right  to  terminate  their  liability  in  the  manner  pro- 
vided in  Eule  7. 
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Rule  6.  — The  railroad  companies  shall  be  liable,  as  common 
carriers,  for  the  safety  of  grain  represented  by  their  certifi- 
cates until  delivered  in  accordance  with  these  rules,  but  they 
shall  have  the  right  to  terminate  their  liability  in  the  manner 
provided  in  Rule  7. 

Rule  7.  —If  any  certificate  of  graded  grain  be  not  surrendered 
to  the  railroad  company  issuing  the  same  within  five  days 
from  and  including  the  date  thereof,  with  an  order  directing 
the  delivery  of  the  grain,  the  said  company  may  hereafter 
give  not  less  than  forty-eight  hours'  notice  on  the  bulletin  of 
the  New  York  Produce  Exchange  of  their  intention  to  store  in 
grain  warehouses  the  grain  represented  by  such  certificate, 
and  if  such  certificate  be  not  surrendered  within  the  time 
specified  in  such  notice  with  an  order  directing  some  other 
disposition  of  the  property,  said  company  may  thereafter  so 
store  the  grain  at  the  expense  and  risk  of  the  owner  thereof. 
Upon  the  surrender  of  the  certificate  for  grain  so  stored  and 
the  payment  of  the  accrued  charges,  the  railroad  company  shall 
famish  a  customary  warehouse  receipt  in  exchange  therefor, 
and  thereupon  the  liability  of  said  company  under  such  guar- 
anteed certificate  shall  terminate. 

Rule  8. — All  grain  for  which  no  grades  are  established,  shall 
be  kept  separate,  and  delivered  from  track,  or  under  such 
uniform  conditions  as  may  be  made  by  the  railroad  companies 
parties  hereto  for  that  purpose. 

Rule  9. — The  railroad  companies  parties  hereto  shall  re- 
quire their  employees  in  charge  of  grain  held  afloat  under 
these  rules,  to  exercise  care  and  watchfulness  respecting  the 
condition  of  such  grain,  and  to  give  notice  to  the  Inspector  - 
in-Chief  without  unnecessary  delay,  of  any  change  dis- 
covered by  them  in  the  condition  of  grain  in  their  charge. 
Also  to  give  to  the  Inspector-in-Chief,  or  his  deputies,  at  all 
times,  every  reasonable  facility  for  the  thorough  examination 
of  grain,  whether  any  report  of  its  condition  has  been  made  by 
them  or  not. 

It  shall  be  the  duty  of  the  Inspector-in-Chief,  from  time  to 
time,  to  cause  examination  to  be  made  of  the  condition  of 
the  grain  in  boats  for  which  guaranteed  certificates  have  been 
issued,  and  if  any  of  such  grain  shall  be  found  to  be  out  of 
condition,  he  shall  promptly  give  notice  of  the  fact  to  the 
railroad  company  having  such  grain  in  its  possession,  and  shall 
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state  in  snch  notice  the  kind  and  grade  of  grain,  and,  as  near 
as  practicable,  its  actual  condition  ;  also  the  name  and  location  of 
the  boat  or  boats  containing  the  same.  Whereupon  the  rail- 
road company  receiving  such  notice  shall,  without  unnecessary 
delay,  certify  thereon  the  certificates  outstanding  upon  which 
such  grain  will  be  delivered,  which  certificates  shall  be  those 
of  the  oldest  numbers  and  dates  then  in  circulation  or  uncan- 
celled, also  the  quantity  to  be  delivered  upon  such  certificates, 
and  cause  such  notice  to  be  posted  upon  the  bulletin  of  the 
Produce  Exchange,  and  thereafter  the  certificates  so  posted 
shall  cease  to  be  a  valid  delivery  of  graded  grain  under  these 
rules,  as  between  sellers  and  buyers.  Such  posted  grain  shall 
be  delivered  subject  to  any  extra  expense  for  re-inspection,  if 
the  same  shall  have  been  tendered  for  delivery  and  rejected 
for  cause,  by  owner  of  the  certificate  upon  which  7it  had  been 
tendered. 

In  witness  whereof,  the  said  Corporation,  the  New  York 
Produce  Exchange,  by  B.  W.  Floyd,  its  President,  and  E. 
W.  Mascord,  its  Secretary,  thereunto  legally  qualified,  and 
the  said  Corporation,  the  New  York  Central  and  Hudson 
River  Railroad  Company,  by  W.  H.  Vanderbilt,  Vice-Presi- 
dent, thereunto  legally  qualified,  and  the  said  Corporation,  the 
Eri6  Railway  Company,  by  H.  J.  Jewett,  President  and  Receiver 
thereunto  legally  qualified,  and  the  said  Corporation  the  Penn- 
sylvania Railroad  Company,  by  Thomas  A.  Scott,  President, 
thereunto  legally  qualified,  have  hereunto  mutually  set  their 
hands  and  seals,  this  first  day  of  September,  in  the  year  one 
thousand  eight  hundred  and  seventy-five. 

In  presence  of 

S.  H.  GRANT. 

The  New  York  Produce  Exchange, 
By  B.  W.  FLOYD,  President, 
E.  W.  MASCORD,  Secretary. 

The  New  York  Central  &  Hudson  R.  R.  R.  Co., 
By  W.  H.  VANDERBILT,   Vice-President. 

The  Erie  Railway  Company, 

By  H.  J.  JEWETT,  President  and  Receiver. 

The  Pennsylvania  Railroad  Company, 
By  THOMAS  A.  SCOTT,  President, 
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The  New  York,  Lake  Ebie  & 
Westeen  E.  R.  Co.,  the  Sue  ■ 

CESSORS    OF    THE    ERIE,    RATI- 
FIES THE  FOREGOING. 

H.  J.  JEWETT,  President. 
This  is  to  certify  that  I  have  carefully  compared  the  fore- 
going with  the  original  copy  of  agreement  on  file  at  the  New 
York  Produce  Exchange,  and  find  it  to  be  a  true  and  correct 
copy  thereof. 

S.  H.  GRANT, 
Supt.  N. ,  Y.  Produce  Exchange  and  Notary 
Public,  Citg  /&  Go.  of  N.  Y. 
April  18,  1879. 


Supplementary  Agreement  between  the  New  York  Produce 
Exchange  and  the  New  York  Central  and  Hudson  River 
Railroad  company,  the  Erie  Railway  Company  and  the 
Pennsylvania  Railroad  Company.    • 

Whereas,  The  parties  hereto  have  made  and  executed  certain 
articles  of  agreement  on  the  first  day  of  September,  in  the 
yearone  thousand  eight  hundred  and  seventy-five,  which  are 
known  and  designated  as  "  Articles  of  Agreement  between  the 
New  York  Produce  Exchange  and  the  New  York  Central  and 
Hudson  River  Railroad  Company,  Erie  Railway  Company  and 
Pennsylvania  Railroad  Company,  relating  to  the  Inspection, 
Grading,  Consolidation,  and  Delivery  of  Grain,  arriving  by 
Rail  at  the  Port  of  New  York,"  and  it  being  now  deemed  ex- 
pedient to  add  to  the  said  agreement  the  following  pro- 
vision : 

Therefore,  We,  the  parties  hereto,  confirming  the  aforesaid 
articles  of  agreement,  do  hereby  further  mutually  agree,  in 
consideration  as  mentioned  therein,  and  also  in  consideration 
of  the  mutual  advantages  to  be  derived  herefrom,  and  the 
adoption  hereof  by  the  respective  parties  hereto,  as  follows  : 

Whenever  any  shipment  of  grain  shall  consist  of  at  least 
twenty  car  loads  the  consignee  thereof  shall  receive  from  the 
railroad  companies  the  identical  grain  consigned  to  him,  and 
the  same  shall  be  inspected  and  certificates  issued  therefor, 
and  the  quantity  guaranteed  in  the  same  manner  and  with  the 
22 
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same  effect  as  provided  in  the  before  mentioned  articles  of 
agreement,  subject,  however  to  the  following  conditions  : 

First. — That  this  supplementary  agreement  shall  apply  only 
to  shipments  first  loaded  in  cars  at  Erie,  Buffalo,  Charlotte 
and  Oswego,  and  then  only  when  the  bills  af  lading  are  issued 
for  eight  thousand  bushels  or  its  multiple  of  corn,  wheat,  bar- 
ley and  rye,  or  ten  thousand  bushels  or  its  multiple  of  oats, 
which  quantities  shall  represent  boat  loads  respectively  and 
further  only  when, the  bills  of  lading  therefor  state  "  To  be 
graded,  but  identity  preserved  if  delivered  at  New  York  in 
such  entire  boat  load  lots." 

Second. — That  on  arrival  kof  such  grain  it  shall  be  delivered 
to  boats  without  regard  to  its  grade,  and  certificate  issued  for 
the  same  to  the  consignee,  in  which  shall  be  stated  the  name 
of  the  boat,  the  number  of  bushels  of  each  grade  and  the  fact 
that  the  same  has  been  mixed. 

Delivery  to  be  made  on  surrender  of  certificate. 

Third. — That  boats  so  loaded  shall  be  delivered  entire  at 
one  place  and  time  and,  if  otherwise  ordered,  shall  be  deliv- 
ered subject  to  the  rules  and  rates  of  the  agreement  between 
the  Produce  Exchange  and  the  railroad  companies. 

Fourth. — That  the  railroad  companies  may  cancel  this  sup- 
plementary agreement  by  ten  days'  notice  of  any  two  of  them, 
and  the  same  shall  be  reconsidered  at  the  request  of  any 
party  to  it. 

In  witness  whereof,  the  said  corporation,  the  New  York 
Produce  Exchange,  by  B.  W.  Floyd,  its  President,  and  E.  W. 
Mascord,  its  Secretary,  thereunto  legally  qualified,  and  the 
said  corporation  the  New  York  Central  and  Hudson  River  Rail- 
road Company,  by-W.  H.  Vanderbilt,  Vice-President  there- 
unto, legally  qualified,  and  the  said  corporation  the  Erie  Rail- 
way Company,  byH.  J.  Jewett,  President  and  Receiver  there- 
unto, legally  qualified,  and  the  said  corporation  the  Pennsyl- 
vania Railroad  Company,  by 

thereunto  legally  qualified,  have  thereunto  mutually  set  their 
hands  and  seals,  this  8th  day  of  April,  in  the  year  one  thou- 
sand eight  hundred  and  seventy-six. 

[seal]        New  Yoek  Produce  Exchange, 

B.  W.  FLOYD, 

President. 
Witness  :  E.  W.  MASCORD, 

S.  H.  Grant,  Secretary. 

Supt. 
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[seal]        The  New  York  Central  and 

Hudson  Eiver  Eailroad  Co., 

By  W.  H.  VANDEEBILT, 
Attest :  '\  Vice-President. 

E.  D.  Worcester, 

Secty. 

[seal]  Thr  Erie  Eailway  Company, 

By  H.  J.  JEWETT. 
Attest :  President  and  Receiver. 

A.  E.  Macdonough, 

Secty. 

[seal]        The  Pennsylyania  Eailroad  Company, 

By  THOMAS  A.  SCOTT, 
Attest  :  President 

Jos.  Lesley, 

Secty. 

The  New  Tork,  Lake  Erie  &  Western  E.  E.  Co.,  the  suc- 
cessors of  the  Erie,  ratifies  the  foregoing. 

H.  J.  JEWETT, 

President. 
This  is  to  certify  that  I  have  carefully  compared  the  fore- 
going, with  the  original  copy  of  supplementary  agreement  on 
file  at  the  New  York  Produce  Exchange,  and  find  it  to  be  a 
true  and  correct  copy  thereof. 

S.  H.  GEANT, 
Supt.  N.  Y.  Produce  Exchange, 
Notary  Public, 

'  City  and  Co.  of  N.  Y. 
April  18,  1879. 


Supplementary  Agreement  between  the  New  York  Produce 
Exchange  and  the  New  York  Central  &  Hudson  Eiver 
Eailroad  Company  ;  the  Erie  Eailway  Company  and  the 
Pennsylvania  Eailroad  Company. 

Whereas,  The  parties  hereto  have  made  and  executed  certain 
articles  of  agreement  on  the  first  day  of  September,  in  the  year 
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one  thousand  eight,  hundred  and  seventy-five,  which  are  known 
and  designated  as  "  articles  of  agreement  between  the  New 
York  Produce  Exchange  and  the  New  York  Central  and  Hud- 
son River  Eailroad  Company,  The  Erie  Railway  Company,  and 
Pennsylvania  Eailroad  Company,  relating  to  the  inspection 
grading,  consolidation  and  delivery  of  grain  arriving  by  rail 
at  the  port  of  New  York  ;"  and  it  being  deemed  expedient  to 
make  the  following  alterations  and  additions  in  and  to  the  said 
articles  of  agreement, 

Therefore  we,  the  parties  to  said  articles  of  agreement,  con- 
firming the  same,  and  the  supplementary  agreement  heretofore 
made,  do  further  mutually  agree,  in  consideration  as  mentioned 
in  the  said  articles  of  agreement,  and  of  the  mutual  advantages 
to  be  derived  herefrom/_and  the  adoption  hereof  by  the  re- 
spective parties  hereto,  as  follows  : 

First. — To  that  portion  of  said  articles  of  agreement  known 
and  designated  as  "  Eule  3,"  of  "  Rules  of  the  Railroad  Com- 
panies for  Graded  Grain  at.  the  Port  of  New  York,"  shall  be 
added  the  words  "except  as  provided  for  in  Rule  9." 

Second. — That  portion  of  said  articles  of  agreement  known 
and  designated  as  "  Rule  9,"  of  "  Rules  of  the  Railroad  Com- 
panies for  Graded  Grain  at  the  Port  of  New  York,"  shall  be 
altered  as  follows :  The  words,  "  such  posted  grain  shall  be  de- 
ivered  subject  to  any  extra  expense  for  re-inspection,  if  the 
same  shall  have  been  tendered  for  delivery  and  rejected  for 
cause,  by  owner  of  the  certificate  upon  which  it  had  been 
tendered,"  shall  be  stricken  out.  And  there  shall  be  added  to 
said  rule  the  words  :  "  If  all  the  certificates  of  the  grade  out  of 
condition  should  have  been  surrendered,  or  not  enough  be 
outstanding  to  cover  the  quantity  out .  of  condition,  then  the 
parties  having  surrendered  the  certificates  on  which  such  grain 
has  been  or  shall  be  tendered,  shall  accept  the  same  as  good 
delivery  on  such  certificates,  after  deducting  the  quantity  covered 
by  such  posted  certificates,  if  any." 

Third. — The  said  rules,  as  so  altered  and  added  to,  shall 
read  as  follows : 

Rule  3. — Upon  surrender  of  certificates  to  the  railroad  com- 
pany issuing  the  same,  with  an  order  directing  delivery  of 
the  grain,  the  said  company  shall  give  proper  receipts  for  the 
said  certificates,  and  shall   promptly   deliver  the  grade  and 
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quantity  of  the  grain  specified  therein  at  any  customary  place 
of  delivery  in  the  port  of  New  York,  as  directed,  except  as 
provided  for  in  Rule  9. 

Bids  9. — The  railroad  companies,  parties  hereto,  shall  require 
their  employees  in  charge  of  grain  held  afloat  under  these  rules, 
to  exercise  care  and  watchfulness  respecting  the  condition  of 
such  grain,  and  to  give  notice  to  the  inspector-in-chief  without 
unnecessary  delay,  of  any  change  discovered  by  them  in  the 
condition  of  grain  in  their  charge.  Also,  to  give  to  the 
inspector-in-chief,  or  his  deputies,  at  all  times  every  reasonable 
facility  for  the  thorough  examination  of  grain,  whether  any 
report  of  its  condition  has  been  made  by  them  or  not. 

It  shall  be  the  duty  of  the  inspector-in-chief,  from  time  to 
time,  to  cause  examination  to  be  made  of  the  condition  of 
grain  in  boats  for  which  guaranteed  certificates  have  been 
.  issued,  and  if  any  of  such  grain  shall  be  found  to  be  out  of 
condition  he  shall  promptly  give  notice  of  the  fact  to  the  rail- 
road company  having  such  grain  in  its  possession,  and  shall 

state  in  such  notice  the  kind  and  grade  of  grain,  and  as  near  as 
practicable,  its  actual  condition  ;  also  the  name  and  location  of 
the  boat  or  boats  containing  the  same,  Whereupon  the  rail- 
road company  receiving  such  notice  shall,  without  unneccessary 
delay,  certify  thereon  the  certificates  outstanding  upon  which 
such  grain  will  be  delivered,  which  certificates  shall  be  those  of 
the  oldest  numbers  and  dates  then  in  circulation  or  uncancelled, 
also  the  quantity  to  be  delivered  under  such  certificates,  and 
cause  such  notice  to  be  posted  upon  the  bulletin  of  the  Produce 
Exchange,  and  thereafter  the  certificate  so  posted  shall  cease 
to  be  a  valid  delivery  of  graded  grain  under  these  rules,  as  be- 
tween sellers  and  buyers. 

If  all  the  certificates  of  the  grade  out  of  condition  should 
have  been  surrendered,  or  not  enough  be  outstanding  to 
cover  the  quantity  declared  out  of  condition,  then  the  parties 
having  surrendered  the  certificates  on  which  such  grain  has 
been  or  shall  be  tendered,  shall  accept  the  same  as  good  de- 
livery on  such  certificates,  after  deducting  the  quantity  covered 
by  such  posted  certificates,  if  any. 

.  In  witness  whereof  the  said  corporation,  the  New  York  Pro 
duce  exchange,  by  L.  J.  N.  Stark,  its  President,  thereunto 
legally  qualified,  and  the  said  corporation  the  New  York  Cen- 
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tral  and  Hudson  River  Railroad  Company,  by  William  H- 
Vanderbilt,  its  Vice-President,  thereuDto  legally  qualified,  and 
the  said  corporation,  the  Erie  Railway  Company,  by  H.  J. 
Jewett,  President  and  Receiver,  thereunto  legally  qualified, 
and  the  said  corporation,  the  Pennsylvania  Railroad  Com- 
pany, by  Thomas  A.  Scott,  its  President,  thereunto  legally 
qualified,  have  hereunto  mutually  set  their  hands  and  seals, 
this  eighth  day  of  August,  in  the  year  one  thousand  eight  hun- 
dred and  seventy-six. 

[seal]  New  Yoek  Peoduce  Exchange, 

By  L.  J.  N.  STARK, 
Attest :  President. 

Geo.  C.  Martin, 

Secretary. 

[seal.]  New  Yoek  Central  &  Hudson  River  Railroad 

Company, 

By  W.  H.  VANDERBILT, 

Vice-President. 
Attest : 

E.  D.  Worcester, 

Secretary. 

[seal.]  The  Erie  Railway  Company, 

By  H.  J.  JEWETT, 
Attest :  President  and  Receiver. 

A.  R.  Macdonoogh, 
Secretary. 

1  seal.]  The  Pennsylvania  Railroad  Company, 

By  THOMAS  A.  SCOTT, 
Attest :  President. 

Jos.  Lesley, 

Secretary. 

The  New  York,  Lake  Erie  &  Western  Railroad  Company, 
the  successors  of  the  Erie,  ratifies  the  foregoing. 

H.  J.  JEWETT, 

President. 

This  is  to  certify  that  1  have  carefully  compared  the  fore- 
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going  with  the  original  copy  of  Supplementary  Agreement, 
on  file  at  the  New  York  Produce  Exchange,  and  find  it  to  be 
a  true  and  correct  copy  thereof. 

S.  H.  GRANT, 
Notary  Public  City  and  County  of  New  York,  and 
Supt.  N.  Y.  Produce  Exchange. 
April  18,  1879. 


Exhibit  No.  6.— June  21,  1879. 

Agreement  concluded  this  first  day  of  August,  a.  d.  1875, 
by  and  between  the  New  York  Central  &  Hudson  Eiver  Bail- 
road  Company,  party  of  the  first  part,  the  Lake  Shore  & 
Michigan  Southern  Railway  Company,  party  of  the  second 
part  and  the  Standard  Oil  Company,  of  Cleveland,  Ohio,  of  the 
third  part, 

Witnesseth  :  That  the  said  parties  of  the  first  and  second 
parts  in  consideration  of  the  performance  of  the  several  cove- 
nants and  agreements  herein  specified,  to  be  performed  by  the 
party  of  the  third  part,  have  and  hereby  do  covenant  and 
agree. 

First. — That  they  will  receive,  transport  and  deliver,  or  cause 
to  be  received, 'transported  and  delivered  as  hereinafter  speci- 
fied, all  crude  petroleum  and  the  products  thereof,  when 
tendered  for  transportation  by  the  party  of  the  third  part,  its 
agents  and  representatives,  to  them  the  parties  of  the  first  and 
■second  parts,  or  the  transportation  agents  of  their  own  rail- 
roads at  points  upon  the  said  roads,  and  will  receive  crude 
petroleum  and  the  products  thereof,  from  the  several  railroads 
and  pipe  lines  connected  with  the  roads  or  branches  of  the 
second  party,  and  transport  and  deliver  the  same  as  con- 
signed to  the  dock  of  J.  A.  Bostwick  &  Co.,  at  Sixty-fifth 
street,  on  North  river,  in  New  York  Harbor. 

Second. — That  they  will  receive  refined  petroleum  and  other 
products  of  the  manufacture  of  crude  petroleum  in  packages, 
at  and  upon  the  sidings  nearest  to  the  refineries  now,  or  here- 
after owned,  controlled  or  authoritatively  represented  by  the 
third  part,  and  located  at  Oil  City  and  Cleveland,  Ohio,  and 
thence  transport  and  deliver  the  same  (as  consigned)  on  the 
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dock  of  the  Standard  Oil  Company,  at  Hunter's  Point,  in  said 
port  of  New  York. 

Third. — That  they  will  furnish  a  sufficient  number  of  good 
and  suitable  cars,  for  the  purpose  of  transporting  said  products 
of  petroleum  ;  they  also  agree  to  haul  said  cars  whenever  so 
tendered  to  them,  in  full  trains  over  their  respective  roads 
with  as  much  promptness  and  uniformity  of  movement  as 
other  freight  is  moved  by  them,  and  deliver  said  shipments  as 
heretofore  provided  in  good  order  and  condition,  except  as 
provided  in  article  (8)  eight,  the  services  aforesaid  collectively, 
being  hereinafter  termed  "  transportation." 

Fourth. — That  for  the  transportation  of  crude  petroleum 
and  its  refined  products  as  aforesaid,  the  first  and  second 
parties  will  charge  rates  not  higher  than  the  lowest  nett  rate 
recived  by  them  from  any  other  person  for  the  transportation 
of  crude  petroleum  and  its  refined  products,  from  any  point 
west  of  the  Alleghany  Mountains  to  New  York,  or  than  the 
lowest  nett  rate  received  for  such  transportation  from  any 
Such  western  point  by  the  Erie  Railway,  by  the  Pennsylvania 
Eailroad,  or  by  the  Baltimore  &  Ohio  Railway  and  their 
several  connections  to  New  York  from  parties  other  than  the 
third  party. 

Fifth.-  —That  for  the  transportation  aforesaid,  rates  of  freight 
shall  from  time  to  time  be  adjusted  and  fixed  by  agreement 
between  W.  H.  Vanderbilt  and  John  Newell  fo^  the  parties  of 
the  first  and  second  part,  and  J.  D.  Rockefeller,  President,  or 
H.  M.  Flagler,  Secretary,  for  the  party  of  the  third  part,  and 
any  rate  so  or  otherwise  fixed  shall  continue  until  on  the  com- 
peting railroads  aforesaid,  or  on  some  of  them  similar  trans- 
portation service  shall  be  performed  from  anj'  western  point 
to  New  York  at  a  lower  nett  rate,  when'  such  lower  rates  shall 
immediately  after  notice  from  the  party  of  the  third  part  take 
effect,  and  be  substituted  in  all  settlements  for  any  higher 
rates,  however,  and  whenever  the  same  may  h;ive  been  fixed 
or  agreed  upon,  it  being  the  true  intent  and  meaning  of  this 
agreement,  that  the  rates  to  be  fixed  under  this  section  shall 
not  at  any  time  be  higher  than  the  lowest  nett  rates  received 
from  competing  freighters  by  or  on  any  of  the  railroads 
aforesaid  for  transportation  of  crude  petroleum,  or  its  refined 
products,  from  any  point  west  of  the  Alleghany  Mountains  to 
New  York,  provided  that  either  party  hereto  may  give  notice 
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in  writing  to  the  other  party,  that  the  rates  so  determined  are 
unsatisfactory,  whereupon  there  shall,  as  early  as  practicable 
after  the  service  of  such  notice,  be  a  mutually  satisfactory  re- 
adjustment of  the  rates,  in  default  of  which  this  agreement 
may,  at  the  option  of  either  party,  by  writteu  notice  to  the 
others,  be,  at  the  expiration  of  three  (3)  days  after  such  failure 
to  readjust,  terminated  and  ended  for  all  purposes,  except  the 
completion  of  the  business  in  progress  at  the  time  of  such  no- 
tice, and  the  settlement  of  the  claims  of  either  party  arising 
from  or  on  account  of  business  previously  done  uuder  it. 

Sixth. — That  if  at  any  time  said  first  and  second  parties,  or 
either  of  them,  shall  happen  to  receive  from  the  said  third 
party  any  higher  rate  for  transportation  than  that  herein 
limited  by  sections  four  and  five,  the  excess  over  and  above  the 
agreed  rate,  which  shall  have  beeu  paid  after  notice  has  been 
given  by  the  third  party,  as  provided  in  section  five  (5),  shall 
be  deemed  to  be  in  the  nature  of  over  payment,  and  shall  at 
once  be  paid  back,  with  interest,  to  the  third  party,  to  the  end 
that  the  third  party  may  not,  by  faithfully  keeping  this  agree- 
ment, be  placed  at  a  disadvantage  as  to  rates  with  competing 
shippers  and  manufacturers. 

Seventh. — It  is  also  agreed  by  the  first  and  second  parties  that 
the  rate  of  compensation,  to  be  paid  by  them  to  J.  A.  Bostwick 
&  Co.  for  the  use  of  tanks  and  cars  employed  in  the  transporta- 
tion of  crude  petroleum,  shall  be  not  less  than  one  cent  per 
mile  for  the  use  of  tanks  mounted  on  trucks  belonging  to  said 
Bostwick  &  Co.,  and  five  dollars  per  trip  for  the  use  of  tanks 
mounted  on   trucks    owned   by   the   first   or   second   parties. 

Eighth. — That  for  the  purpose  of  this  agreement  in  comput- 
ing quantities  of  petroleum  in  bulk,  forty-five  gallons  shall  be 
reckoned  as  a  bbl,  and  in  computing  quantities  of  petroleum 
in  packages,  the  quantity  contained  in  an  ordinary  package, 
usually  averaging  forty- six  to  forty-eight  gallons,  shall  be 
reckoned  as  a  bbl. 

Ninth. — In  consideration  of  the  performance  of  the  several 
various  covenants  herein  agreed  by  said  first  and  second  parties 
to  be  performed,  the  third  party  agrees  to  pay  weekly  to  the 
first  and  second  parties  the  rates  herein  stipulated  for  trans- 
portation. It  also  agrees  to  assume  all  risks  and  losses  of  said 
property  by  fire,  when  in  the  charge  or  custody  of  the  parties 
of  the  first"  and  second  parts,  whether  Said  property  is  being 
23 
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jemoved  in  trains  or  by  lighters  or  barges,  or  is  stored  or  lying 
at  the  point  of  shipment  or  of  delivery,  or  at  any  intermediate 
station  or  place.  It  further  agrees  to  assume  all  losses  from 
natural  leakage  or  breakage,  except  when  the  same  is  caused 
by  collision  or  the  wrecking  of  cars  by  accidents. 

It  further  agrees  that  if  without  the  approval  of  the  first  and 
second  parties,  it  shall  happen  to  pay,  during  any  periorl  for 
the  transportation  to  New  York  of  a  daily  average  quantity  of 
more  than  ten  car  loads  of  crude  or  refined  petroleum  on  any 
line  of  railroad  competing  with  the  lines  of  the  first  and  sec- 
ond parties,  any  higher  rates  of  compensation  than  the  rates 
to  be  fixed  under  this  agreement,  the  deficiencies  shall  be 
deemed  to  be  in  the  nature  of  under  payment,  and  shall  at  once 
be  paid  up  with  interest  to  the  first  and  second  parties. 
.  The  third  party  further  covenants  that  if  this  agreement 
shall  continue  in  full  force  and  operation-  for  one  year 
from  its  date,  and  the  parties  of  the  first  and  second  parts 
shall  promptly  receive  and  transport  to  New  York,  and  deliver 
as  consigned,  all  the  crude  petroleum  and  its  products  which 
said  third  party  and  its  representatives  sha^l  offer  to  them  for 
transportation  at  points  west  of  the  Alleghany  mountains,  as 
aforesaid,  then  the  quantity  so  offered  for  transportation  shall 
be  of  the  aggregate  amount  transported  during  said  year  over 
the  New  York  Central  E.  E.,  the  Erie  E'y,  and  the  Penn'a 
E.  E.,  and  their  several  connections  to  N.  Y.,  Phila.  and  Balti- 
more, equal  to  not  less  than  the  percentage  of  said  traffic  ac- 
cepted by  the  New  York  Central  E.  B.  in  a  contract  taking 
effect  October  1st,  1874,  or  in  any  contract  that  may  hereafter 
be  made  between  itself  and  the  Penn'a  E.  E. 

It  also  agrees,  from  time  to  time,  to  furnish  to  the  first  and 
second  parties  a  list  of  the  shippers  and  refineries  which  are 
to  be  covered  by  this  agreement.  It  al«o4agrees  not  to  ship 
to  the  port  of  New  York  more  than  fifty  per  cent,  of  the 
product  of  the  said  refineries  by  any  other  line  or  lines  than 
those  of  the  first  and  second  parties. 

Tenth. — It  is  mutually  understood  and  agreed  that  in  the 
event  of  unavoidable  detention,  occasioned  by  the  elements  or 
by  strikes  of  employees  of  either  of  the  parties  hereto,  whereby 
either  party  shall  be  unable  for  the  time  being  to  fulfil  any  of 
its  covenants  under  this  agreement,  then  it  shall  be  the  duty  of 
the  party  so  detained  or  interrupted  immediately  to  notify  the 
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other  parties  of  such  detention,  and  the  cause  thereof;  and 
such  hindrance  by  the  elements  or  by  employees,  as  the  case 
may  be,  shall  be  considered  good  and  sufficient  excuse  for  a 
corresponding  delay  in  the  execution  of  any  of  the  provisions 
of  this  agreement,  the  execution  of  which  shall  be  thus  hin- 
dered, and  the  party  so  hindered  shall  be  exempt  from  all 
liability  for  non-fulfilment  from  such  cause  of  any  covenant  of 
this  agreement,  respecting  which  said  party  shall  be  so  hin- 
dered, anything  herein  to  the  contrary  notwithstanding. 

It  shall  be  the  duty  of  the  party  thus  detained  to  use  all  dili- 
gence to  put  itself  in  position  to  resume  the  performance  of 
its  obligations  under  this  agreement,  giving  prompt  notice  to 
the  other  parties  of  its  readiness  to  resume.  It  is  also  stipu- 
lated and  agreed  that  if  the  party  of  the  second  part  so  de- 
sires, all  shipments  from  Cleveland,  Ohio,  shall  be  made  by 
the  Cuyahoga  river,  while  the  same  is  navigable,  and  when 
said  river  is  closed  to  navigation,  by  teams  to  some  convenient 
point,  to  be  provided  by  the  second  party,  and  that  the  actual 
cost  of  said  delivery,  whether  by  barges  or  otherwise,  shall  be 
paid  by  the  second  party,  the  third  party  agreeing,  at  its  own 
cost,  to  safely  load  all  of  said  shipments  on  said  barges  or 
wagons,  as  the  case  may  be. 

Eleventh. — It  is  hereby  expressly  understood  and  agreed,  that 
neither  of  the  said  parties  of  the  first  and  second  parts  shall 
be  liable  for  the  acts  or  defaults  of  the  other,  and  that  each 
shall  only  be  liable  for  its  own  acts  and  defaults  on  and  over 
its  own  lines  and  premises. 

In  witness  whereof,  the  parties  hereunto  have  affixed  their 
signatures,  this  22d  day  of  July,  A.  D.  1875. 

(Signed)  N.  Y.  C.  &  H.  E.  E.  E.  Co., 

By  W.  H.  VANDEBBILT,  V.  P.' 
L.  S.  &  M.  S.  E'y  Co., 

By  JOHN.  NEWELL,  G.  Man'gr. 
"  Standard  Oil  Company, 

By  H.  M.  FLAjGLEE,  Sec'y. 

I  certify  that  the  foregoing  is  a  correct  copy  of  the  original 
agreement. 

H.  C  DUVAL. 
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Exhibit  JVo.  7.— June  21, 1879. 

"Whereas,  The  New  York  Central  &  Hudson  Eiver  Railroad 
Company,  the  Lake  Shore  &  Michigan  Southern  Kailway  Com- 
pany and  the  Standard  Oil  Company  of  Cleveland  Ohio,  did, 
on  the  22d  day  of  July,  1875,  make  and  execute  in  writing  a 
certain  agreement  relating  to  the  shipment  and^transportation 
of  crude  petroleum  and  the  products  thereof  to  the  port  of 
New  York,  but  which  agreement  recites  that  it  was  concluded 
August  1st,  1875,  and  to  which  agreement  reference  is  hereby 
made. 

And  whereas,  the  said  New  York  Central  &  Hudson  River 
Railroad  Company  desire  to  provide  better  and  more  enlarged 
facilities  at  the  port  of  New  York  for  the  receipt,  warehousing, 
cooperage  and  delivery  to  consignees,  of  crude  petroleum 
and  the  products  thereof,  by  it  transported  to  said  port  than  it 
at  present  has,  now  to  accomplish  said  end,  this  agreement 
made  this  first  day  of  January,  1876,  between  the  Standard 
Oil  Company  aforesaid,  party  of  the  first  part,  and  the  New 
York  Central  &  Hudson  Eiver  Railroad  Company,  party  of  the 
second  part,  witnesseth : 

That  the  party,  of  the  first  part  in  consideration  of  the  agree- 
ment hereinafter  set  forth  to  be  kept  by  the  party  of  the 
second  part,  agrees  to  provide  and  furnish  from  the  date  hereof, 
and  during  the  continuance  of  this  agreement  at  the  yards  of 
the  party  of  the  first  part  at  Hunter'3  Point,  Long  Island,  and 
at  the  foot  of  Sixty-filth  street  on  the  Hudson  river,  or  if  possi- 
ble at  some  point  above  said  Sixty-fifth  street  at  the  said  port 
of  New  York,  large  and  commodious  warehouses,  wharves  aDd 
piers  amply  provided  with  tankage  and  all  the  necessary  appli- 
ances for  the  receipt  from  the  boats,  barges  and  cars  of  the 
party  .of  the  second  part  of  crude  petroleum,  or  the  products 
of  crude  petroleum,  the  cooperage,  warehousing  and  delivery 
of  the  same  to  consignees,  in  a  prompt  and  efficient  manner 
and  to  receive  upon  the  side  tracks  adjacent  to  its  said  pro- 
perty at  the  foot  of  Sixty-fifth  street,  all  crude  petroleum  which 
maybe  consigned  to  that  point,  and  unload  the  same  and 
deliver  the  same  to  consignees  on  demand,  doing  and  per- 
forming in  respect  thereto  all  such  other  things  as  the  party 
of  the  second  part  may. be  bound  to  do,  also  to  receive  upon 
the  wharves  of  the  party  of  the  first  part,  at   Hunter's  Point 
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aforesaid,  all  products  of  crude  petroleum  in  packages 
which  may  be  consigned  to  said  point,  and  deliver  the  same  to 
consignees  on  demand,  doing  and  performing  in  respect  thereto 
all  such  other  things  as  the  party  of  the  second  part  may  be 
bonnd  to  do. 

The  party  of  the  first  part  also  agrees  to  make  its  charges 
uniform  to  all  parties  who  use  said  warehouses^  wharves  and 
piers,  or  for  whom  service  is  therein  performed,  and  as  low, 
therefore,  as  any  other  parties  may  charge  who  are  or  may  be 
doing  a  similar  business,  and  affording  equal  facilities  at  or 
near  the  terminus  (for  the  port  of  New  York)  of  any  other 
carriers  competing  with  the  party  of  the  second  part,  and 
generally  so  to  manage  the  business  as  to  give  all  the  patrons 
of  the  party  of  the  second  part  fair  and  equal  facilities  for 
their  oil  business. 

The  party  of  the  first  part  also  agrees,  as  to  all  crude 
petroleum,  and  the  products  of  crude  petroleum,  consigned  to 
either  of  the  points  hereinbefore  named  and  owned  by  patties 
other  than  the  party  of  the  first  part,  that  it,  the  said  party  of 
the  first  part,  will,  after  the  arrival  and  delivery  in  cars  on  said 
sidings  at  Sixty-fifth  street,  and  after  the  arrival  and  delivery 
upon  the  aforesaid  wharves  at  Hunter's  Point,  of  crude  petro- 
leum, and  the  products  of  crude  petroleum,  assume  all  such 
risks  thereto  from  fire  as  the  party  of  the  second  part  would  be 
responsible  for,  and  indemnify  the  party  of  the  second  part 
against  all  loss  therefrom  or  recovery  therefrom ;  provided, 
however,  that  the  party  of  the  first  part  shall  not  be  responsi- 
ble for  any  loss  by  fire  caused  by  collision  or  derailment  of 
cars,  or  by  any  act  or  neglect  of  the  party  of  the  second  part, 
before  said  crude  petroleum,  or  the  products  of  crude  petro- 
leum, are  unloaded. from  cars  at  Sixty-fifth  street,  or  from  barges 
at  Hunters  Point. 

The  party  of  the  second  part,  in  consideration  of  the  faithful 
performance  of  the  foregoing  agreements  by  the  party  of  the 
first  part,  agrees,  from  the  date  hereof,  and  during  the  continu- 
ance of  this  agreement,  that,  unless  otherwise  consigned,  it 
will  deliver  in  cars  upon  said  sidings  at  the  foot  of  Sixty-fifth 
street,  or  at  some  point  above  said  Sixty-fifth  street,  all  crude 
petroleum  transported  over  its  railroad  to  the  port  of  New 
York,  and  do  all  switching  of  cars  at  said  place  necessary  for 
the  prompt  and  rapid  delivery,  discharge  and  handling  of  the 


cars  employed  in  said  business ;  and  that,  unless  otherwise 
consigned,  it  will  deliver  upon  said  wharves  at  Hunters  Point 
all  petroleum,  and  the  products  of  petroleum,  transported  in 
packages  over  its  railroad  to  the  port  of  New  York;  and  that 
it  will  pay  weekly  to  the  party  of  the  first  part,  for  its  services 
under  this  contract,  a  sum  which  shall  be  equal  to  ten  (10)  per 
centum  of  the  rate  fixed  from  time  to  time  for  the  transporta- 
tion of  crude  petroleum,  and  the  refined  products  of  petroleum, 
as  provided  in  section  (o)  five  of  said  agreement  herein  referred 
to,  on  every  barrel  of  crude  petroleum,  or  the  refined  products 
of  petroleum,  transported  to  the  port  of  New  York  by  the, 
party  of  the  second  part  during  the  week  over  its  railroad  for 
the  party  of  the  first  part,  or  lor  those  authoritatively  repre- 
sented by  the  party  of  the  first  part. 

This  agreement  shall  continue  from  the  date  hereof  during 
the  continuance  of  the  agreement  first  hereinbelore  referred  to, 
and  thereafter  shall  survive  only  for  the  purpose  of  settling  all 
questions  arising  under  it,  and  in  relation  to  the  business  done 
under  said  agreement  first  hereinbefore  referred  to. 

(Signed)  N.  Y.  Central  &  Hudson  E.  E.  E.  Co. 

By  W,  H.  VANDEEBILT, 

V.-P. 

I  hereby  certify  that  this  is  a  true  and  correct  copy  of  sup- 
plemental agreement  between  the  Standard  Oil  Company, 
Cleveland,  0.,  and  the  N.  Y.  C.  &  H.  E.  E.  E. 

WAEEEN  SA.GE. 

New  York,  June  19, 1879. 


Exhibit  No.  9.— June  21,  1879. 

The  New  Yoek  Centeal  Eailroad  Company  with  Webster 
Wagnee,  Drawing- Eoom  Cab  Contract. 

Agreement  made  the  first  day  of  January,  one  thousand 
eight  hundred  and  sixty-nine,  between  the  New  York  Central 
Eailroad  Company,  of  the  first  part,  and  Webster  Wagner, 
party  of  the  second  part. 

For  the  purpose  of  the  establishment  and  maintenance  of  a 
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line  of  compartment  or  drawing-  room  cars,  upon  the  New 
York  Central  Railroad,  and  to  secure  to  the  public  the  advan- 
tages thereof,  and  of  all  existing  improvements  in  connection 
with  the  business  of  compartment  or  drawing-room  cars  it 
has  been  agreed  as  follows,  viz. : 

First. — The  said  Wagner  shall,  at  his  own  cost,  place  upon 
the  said  railroad  as  many  compartment  or  drawing-room 
cars  as  the  business  of  the  company  shall,  from  time  to  time 
require,  ana  shall,  at  his  own  cost,  keep  in  thorough  repair 
the  furniture  of  the  cars,  and  maintain  the  interior  of  said  cars 
at  all  times'  in  good  and  cleanly  order.  He  shall  also  keep  the 
exterior  of  the  cars  properly  painted  and  varnished,  the 
railroad  cdmpany  furnishing  shop  room  and  doing  the  paint- 
ing and  varnishing  at  cost.  All  other  repairs  are  to  be  done 
by  the  railroad  compan}'  at  their  expense;  btft  in  case  any  car 
shall  be  so  deteriorated  or  damaged  by  age,  derailment,  col- 
lision or  fife  as  to  be  unworthy  of  repair,  the  railroad  company 
shall  not  be  obligated  to  repair  the  same.  The  number  of  cars 
requisite  ibr  the  accommodation  of  the  traffic  shall  be  deter- 
mined by  the  Superintendent  of  the  railroad  company,  who 
shall  also  liave  at  all  times  the  power  to  decide  whether  any 
of  such  cbmpartment  or  drawing-room  cars  shall  be  in  other 
than  in  good  running  order,  and  who  shall  also  determine  the 
location  of  such  compartment  or  drawing-room  cars  in  the 
trains. 

The  conductors  and  porters  in  charge  of  the  compartment 
or  drawing-room  cars  shall  be  carried  without  charge ;  the 
railroad  company  not  to  be  liable  for  injuries  to  the  person  of 
such  conductors  arid  porters,' the  Paid  "Wagner  undertaking  to 
indemnify  and  save  harmless  the  said  railroad  company  from 
all  liability  to  the  employees  of  the  compartment  or  drawing- 
room  cars  when  in  charge  thereof  or  when  travelling  on  any 
part  of  the  road,  on  the  business  appertaining  to  the  compart- 
ment or  drawing-room  cars.  The  conductors  of  the  railroad 
trains  shall  have  the  right  at  all  times  to  enter  such  compartment 
or  drawing-room  cars  for  the  purpose  of  collecting  the  fares 
of  the  passengers,  or  for  any  purpose  connected  with  the  man- 
agement of  the  trains,  and  the  conductors  and  porters  of  the 
compartment  and  drawing-room  cars  shall  at  all  times  assist 
the  conductors  of  the  railroad  trains  in  enforcing  the  good 
order  and  discipline  of  the  road. 
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The  conductor  of  the  train  shall  not  be  at  liberty  to  inter- 
fere in  any  way  with  the  mat'er  of  the  distribution  of  compart- 
ment or  drawing  rooms,  and  shall  not  interfere  in  any  manner 
■with  the  business  of  the  compartment  or  drawing  rpom  cars, 
except  for  the  purpose  of  collecting  the  fares  or  tickets  of  the 
passengers,  and  in  aid  of  the  good  order  and  discipline  of  the 
road. 

The  said  Wagner  shall  give  his  personal  attention  to  the 
management  of  the  business,  and  in  case  of  his  death,  his  per- 
sonal representatives,  or  the  the  owners  of  the  compartment  or 
drawing-room  cars,  shall'  at  their  own  expense,  employ  some 
suitable  person,  acceptable  to  the  railroad  company,  to  take 
the  general  charge  of  the  said  compartment  or  drawing-room 
cars,  and  the  business  thereof. 

The  said  "Wagner  is  to  indemnify  and  save  harmless  the  said 
railroad  company  from  any  liability  to  patentees  of  alleged  in-- 
ventions  in  respect  of  compartment  or  drawing-room  cars,  and 
is,  at  bis  own  expense,  to  procure  the  requisite  licenses  for  any 
such  inventions  which  may  be  used  in  said  compartment  or 
drawing-room  cars.  The  said  "Wagner  shall  not  assign  this 
contract  without  the  consent  of  the  company. 

Second. — In  consideration  of  the  service  performed  by  the 
New  York  Central  Itailroad  Company  in  hauling  said  compart- 
ment or  drawing-room  cars,  in  cleaning  the  exterior  thereof, 
in  the  furnishing  of  fuel  and  light  therefor,  and  of  their  under- 
taking in  respect  of  the  repairs  to  the  trucks  and  brakes,  and 
the  exterior  of  said  cars,  the  said  Wagner  agrees  to  pay  to  the 
said  New  York  Central  Railroad  Company  each  and  every 
month,  twenty  (20)  per  cent,  of  the  gross  receipts  and  earnings 
derived  by  him  from  the  business,  (first  deducting  from  the  sum 
of  such  gross  receipts  the  amount  paid  by  the  said  Wagner,  as 
the  patent  or  license  tee  for  the  patented  inventions  used  in 
" such  compartment  or  drawing-room  cars).  Said  Wagner  is  to 
keep  books  of  account  of  such  receipts  and  earnings,  and  ex- 
hibit the  same  and  all  vouchers  appertaining  thereto  to  the 
Treasurer  of  the  New  York  Central  Eailroad  Company  when- 
ever requested  by  said  Treasurer. 

The  said  payment  of  the  twenty  (20}  per  cent,  of  the  gross 
receipts  and  earnings,  is  to  be  made  to  the  Treasurer  of  the 
New  York  Central  Railroad  Company  on  or  before  the  tenth 
day  of  each  month. 
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Third. — This  agreement  shall  continue  for  the  term  of  ten 
years  from  the  first  day  of  January,  one  thousand  eight  hun- 
dred and  sixty-nine,  and  during  the  continuance  thereof  no 
other  party  than  the  said  Wagner,  or  his  assigns,  shall  be 
allowed  to  run  compartment  or  drawing-room  cars  on  said 
railroad. 

But  this  provision  is  not  to  prohibit  the  said  company  from 
permitting  the  compartment  or  drawing-room  cars  of  other 
railroads  to  run  thereon  from  Buffalo  or  Suspension  Bridge  to 
Rochester,  as  they  are  now  run,  upon  such  terms  as  may  be 
agreed  upon  between  said  New  York'  Central  Railroad  Com- 
pany and  such  other  railroads. 

The  New  York  Central  R.  R.  Co. 

By  D.  TORRANCE,  V.  P- 
W.  WAGNER. 


Exhibit  Xo.  1©.— June  21,  1879. 

Agreement  made  the  first  day  of  January,  one  thousand 
eight  hundred  and  sixty-nine,  between  the  New  York  Central 
Railroad  Company,  of  the  first  part,  and  Webster  Wagner,  of 
the  second  part- 

For  the  purpose  of  the  establishment  and  maintenance  of 
a  line  of  sleeping  cars  upon  the  New  York  Central  Rail- 
road, and  to  secure  to  the  public  the  advantage  thereof,  and 
of  all  existing  improvements  in  connection  with  the  business 
of  sleeping  cars,  it  has  been  agreed  as  follows,  viz.  : 

First. — The  said.  Wagner  shall,  at  his  own  cost,  place  upon 
the  said  railroad  as  many  sleeping  cars  as  the  business  of  the 
company  shall,  from  time  to  time,  require,  and  shall,  at  his 
own  cost,  keep  in  thorough  repair  the  furniture  of  the  cars  and 
maintain  the  interior  of  such  cars  at  all  times  in  good  and 
cleanly  order.  He  shall,  also,  keep  the  exterior  of  the  cars 
properly  painted  and  varished,  the  railroad  company  furnish- 
ing shop  room  and  doing  the  painting  and  varnishing  at  cost. 

All  other  repairs  are  to  be  done  bj  the  railroad  company  at 
their  expense,  but  in  case  any  cars  shall  be  so  deteriorated  or 
damaged  by  age,  derailment,  collision  or  fire  as  to  be  unworthy 
of  repair,  the  railroad  company  shall  ;not  be  obliged  to  re^ 
place  the  same. 
24 
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-  The  number  of  cars  requisite  for  the  accommodation  of 
the  traffic  shall  be  determined  by  the  Superintendent  of  the 
railroad  company,  who  shall,  also,  have  at  all  times  the  power 
to  decide  whether  any  of  such  sleeping  cars  shall  be  in  other 
than  good  running 'order,  and  who  shall,  also,  determine  the 
location  of  such  sleeping  cars  in  the  trains. 

The  conductors  and  porters  in  charge  of  the  sleeping  cars 
shall  be  carried  without  charge,  the  railroad  company  not  to 
be  liable  for  injuries  to  the  persons  of  such  conductors  and 
porters,  the  said  Wagner  undertaking  to  indemnify  and  save 
harmless  the  said  railroad  company  from  all  liability  to  the 
employees  of  the  sleeping  cars  when  in  charge  thereof,  or 
when  traveling  on  any  part  of  the  road  oh  the  business 
appertaining  to  the  sleeping  cars. 

The  conductors  of  the  railroad  trains  shall  have  the  right 
at  all  times  to  enter  such  sleeping  cars  for  the  purpose  of  col- 
lecting the  fares  of  the  passengers,  or  for  any  purpose  con- 
nected with  the  management  of  the  train,  and  the  conductors 
and  porters  of  the  sleeping  cars  shall  at  all  times  assist  the 
conductors  of  the  railroad  trains  in  enforcing  the  good  order 
and  discipline  of  the  road. 

The  conductors  of  the  train  shall  not  be  at  liberty  to  inter- 
fere in  any  way  with  the  matter  of  the  distribution  of  berths 
or  sleeping  apartments,  and  shall  not  interfere  in  any  manner 
with  the  business  of  the  sleeping  cars,  except  for  the  purpose 
of  collecting  the  fares  or  tickets  of  the  passengers,  and  in  aid 
of  the  good  order  and  discipline  of  the  road. 

The  said  Wagner  shall  give  his  personal  attention  to  the 
management  of  the  business,  and,  in  case  of  his  death,  his 
personal  representative?,  or  the  owners  of  the  sleeping  cars, 
shall,  at  their  own  expense,  employ  some  suitable  person  ac- 
ceptable to  the  railroad  company  to  take  the  general  charge  of 
the  said  sleeping  cars  and  the  business  thereof. 

The  said  Wagner  is  to  indemnify  and  save  harmless  the  said 
railroad  company  from  any  liability  to  patentees  of  alleged  in- 
ventions in  respect  of  sleeping  cars,  and  is,  at  his  own  expense, 
to  procure  the  requisite  licenses  for  any  such  inventions  which 
may  be  used  in  such  sleeping  cars. 

The  said  Wagner  shall  not  assign  this  contract  without  the 
consent  of  the  company. 

Second. — In  consideration  of  the  service  performed  by  the 
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New  York  Central  Railroad  Company  in  hauling  said  sleeping  • 
cars,  in  cleaning  the  exterior  thereof,  in  the  furnishing  of  fuel 
and  light  therefor,  and  of  their  undertaking  in  respect  of  the 
repairs  to  the  tracks  and  brakes,  and  the  exterior  of  said 
cars,  the  said  Wagner  agrees  to  pay  to  said  New  York  Central 
Railroad  Company,  each  and  every  month,  twenty-five  (25) 
per  cent,  of  the  gross  receipts  and  earnings  derived  by  him 
from  the  business  (first  deducting  from  the  sum  of  such  gross 
receipts  the  amount  paid  by  the  said  Wagner  as  the  patent  or 
license  fee  for  the  patented  inventions  used  in  such  sleeping 
cars). 

Said  Wagner  is  to  keep  books  of  account  of  such  receipts 
and  earnings,  and  exhibit  the  same  and  all  vouchers  apper- 
taining thereto  to  the  Treasurer  of  the  New  York  Central 
Railroad  Company  whenever  required  by  said  Treasurer. 

The  said  payment  of  the  twenty-five  (25)  per  cent,  of  the 
gross  receipts  and  earnings  is  to  be  made  to  the  Treasurer  of 
The  New  York  Central  Railroad  Company,  on  or  before  the 
tenth  day  of  each  month. 

Third. — This  agreement  shall  continue  for  the  term  of  ten 
years  from  the  first  day  of  January,  one  thousand,  eight  hun- 
dred and  sixty-nine,,  and  during  the  continuance  thereof  no 
other  party  than  the  said  Wagner,  or  his  assigns,  shall  be 
allowed  to  run  sleeping  cars  on  said  railroad ;  but  this  provi- 
sion is  not  to  prohibit  the  said  company  from  permitting  the 
sleeping  cars  of  other  railroads  to.  run  thereon  from  Buffalo 
and  Suspension  Bridge  to  Rochester,  as  they  now  run  upon 
such  terms  as  may  .be  agreed  upun  between  said  New  York 
Central  Railroad  Company  and  such  other  railroads. 
The  New  York  Central  Railroad  Company. 

By  D.  TORRANCE,  V.  P. 
W.  WAGNER. 


Exhibit  No.  11,— June  21,  1879. 

Agreement  made  the  first  day  of  January,  1869,  between 
The  Hudson  River  Railroad  Company  of  the  first  part,  and 
Webster  Wagner  of  the  second  part. 

For  the  purpose  of  the  establishment  and  maintenance  of  a 
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line  of  compartment  or  drawing-room  cars  upon  the  Hudson 
River  Railroad,  and  to  secure  to  the  public  the  advantages 
thereof,  and  of  all  existing  improvements  in  connection  with 
the  business  of  compartment  or  drawing-room  cars,  it  has  been 
agreed  as  follows,  viz.: 

First. — The  said  Wagner  shall,  at  his  own  cost,  place  upon 
the  said  railroad  as  many  compartment  or  drawing-room  cars 
as  the  business  of  the  company  shall  from  time  to  time  require, 
and  shall,  at  his  own  cost,  keep  in  thorough  repair  the  furni- 
ture of  the  cars  and  maintain  the  interior  of  said  cars  at  all 
times  in  good  and  cleanly  order.  He  shall  also  keep  the  exte- 
rior of  the  cars  properly  painted  and  varnished,  the  railroad 
company  furnishing  shop  room,  and  doing  the  painting  and 
varnishing  at  cost.  All  other  repairs  are  to  be  done  by  the 
railroad  company  at  their  expense,  but  in  case  any  car  shall  be 
so  deteriorated,  or  damaged  by  age,  derailment,  collision  or 
fire,  as  to  be  unworthy  of  repair,  the  railroad  company  shall 
not  be  obligated  to  replace  the  same.  The  number  of  cars  re- 
quisite for  the  accommodation  of  the  traffic  shall  be  determined 
by  the  Vice-President  and  Superintendent  of  the  railroad  com- 
pany, who  shall  also  have  at  all  times  the  power  to  decide 
whether  any  of  such  compartment  or  drawing-room  cars  shall  be 
in  other  than  good  running  order,  and  who  shall  also  determine 
the  location  of  such  compartment  or  drawiug-room  cars  in  the 
trains. 

The  conductors  and  porters  in  charge  of  the  compartment  or 
drawing-room  cars  shall  be  carried  without  charge,  the  railroad 
company  not  to  be  liable  for  injuries  to  the  persons  of  such 
conductors  and  porters,  the  said  Wagner  undertaking  to  in- 
demnify and  save  harmless  the  said  railroad  company  from  all 
liability  to  the  employees  of  the  compartment  or  drawing-room 
cars  when  in  charge  thereof,  or  when  traveling  on  any  part  of  the 
road  on  the  business  appertaining  to  the  compartment  or 
drawing-room  cars. 

The  conductors  of  the  railroad  trains  shall  have  the  right  at 
all  times  to  enter  such  compartment  or  drawiug-room  cars  for 
the  purpose  of  collecting  the  fares  of  the  passengers,  or  for  any 
purpose  connected  with  the  management  of  the  train,  and  the 
conductors  and  porters  of  the  compartment  and  drawing-room 
cars  shall  at  all  times  assist  the  conductors  of  the  railroad 
trains  in  enforcing  the  good  order  and  discipline  of  the  road. 


The  conductors  of  the  trains  shall  not  be  at  liberty  to  inter- 
fere in  any  way  with  the  matter  of  the  distribution  of  compart- 
ments or  drawing  rooms,  and  shall  not  interfere  in  any  manner 
with  the  business  of  the  compartment  or  diawing-room  cars, 
except  for  the  purpose  of  collecting  the  fares  or  tickets  of  the 
passengers  and  in  aid  of  the  good  order  and  discipline  of  the 
road.     The  said  Wagner  shall  give  his  personal  attention  to 
the  management  of  the  business,  and  in  case  of  his  death  his 
personal  representatives  or  the  owners  of  the  compartment  or 
drawing-room  cars  shall   at  their  own  expense  employ  some 
suitable  person,  acceptable  to  the  railroad  company,  to  take 
the  general  charge  of  the  said  compartment  or  drawing-room 
cars  and  the  business  thereof.     The  said  Wagner  is  to  indem- 
nify and  save  harmless  the  said  railroad  company  from  any 
liability  to  patentees  of  alleged  inventions  in  respect  of  com- 
partment or  drawing-room  cars,  and  is  at  his  own  expense  to 
procure  the  requisite  licenses  for  any  such  inventions  which 
may  be  used  in  said  compartment  or  drawing-room  cars.     The 
said  Wagner  shall  not  assign  this  contract  without  the  consent 
of  the  company. 

Second. — In  consideration  of  the  service  performed  by  the 
Hudson  River  Railroad  Company  in  hauling  said  compartment 
or  drawing-room  cars,  in  cleaning  the  exterior  thereof,  in  the 
furnishing  of  fuel  and  light  therefor,  and  of  their  undertaking 
in  respect  of  the  repairs  to  the  trucks  and  brakes  and  the  exte- 
rior of  said  cars,  the  said  Wagner  agrees  to  pay  to  the  said 
Hudson  River  Railroad  Company  each  and  every  month 
twenty  per  cent.  (20)  of  the  gross  receipts  and  earnings  de- 
rived by  him  from  the  business  (first  deducting  from  the  sum 
of  such  gross  receipts  the  amount  paid  by  the  said  Wagner  as 
the  patent  or  license  fee  for  the  patented  inventions  used  in 
such  compartment  or  drawing  room  cars).  Said  Wagner  is  to 
keep  books  of  account  of  such  receipts  and  earnings  and  ex- 
hibit the  same  and  all  vouchers  appertaining  thereto  to  the 
treasurer  of  the  Hudson  River  Railroad  Company  whenever 
required  by  said  treasurer. 

The  said  payment  of  the  twenty  (20)  per  cent,  of  the  gross 
receipts  and  earnings  is  to  be  made  to  the  treasurer  of  the 
Hudson  River  Railroad  Company,  on  or  before  the  tenth  day 
of  each  month. 

Third. — This  agreement  shall  continue  for  the  term  of  ten 
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years  from  the  first  day  of  January,  1869,  and  during  the  con- 
tinuance thereof,  no  other  party  than  the  said  Wagner  or  his 
assigns  shall  be  allowed  to  run  compartment  or  drawing-room 
cars  on  said  railroad. 

The  Hudson  River  Railroad  Company, 

Bv  W.  H.  VANDERBILT,   V.  P. 
W.  WAGNER. 

Signed,  sealed  and  delivered  \ 
in  presence  of  f 

J.  P.  Chambers. 


Exhibit  No.  12.— June  21,  1879. 

Agreement  made  the  thirtieth  day  of  October,  one  thousand 
eight  hundred  and  seventy-five, 

Between  the  New  York  Central  &  Hudson  River  Railroad 
Company  (the  successor,  by  consolidation,  of  The  New  York 
Central  Railroad  Company,  and  of  The  Hudson  River  Rail- 
road Company),  party  of  the  first  part,  and  Webster  Wagner, 
party  of  the  second  part. 

Whereas,  an  agreement  as  to  running  sleeping  cars,  bearing 
date  the  1st  day  of  January,  1869,  was  entered  into  between 
The  New  York  Central  Railroad  Company  and  the  said  party 
of  the  second  part. 

And  whereas,  an  agreement  as  to  running  sleeping  cars, 
bearing  date  the  first  day  of  March,  1860,  was  entered  into  be- 
tween The  Hudson  River  Railroad  Company  and  the  said 
party  of  the  second  part,  which  agreement  just  described  was 
renewed,  extended  and  modified  by  another  agreement, 
entered  into  between  the  same  parties,  bearing  date  the  1st 
day  of  September,  1865. 

And  whereas,  the  parties  hereto  desire  to  modify  somewhat 
the  provisions  of  said  agreements,  and  to  renew  and  continue 
the  same. 

Now,  therefore,  these  presents  witness,  that  the  said  party 
of  the  second  part  hereby  releases  the  said  party  of  the  first 
part  from  all  covenants  in  said  agreements,  or  either  of  them, 
contained,  to  do  any  repairs  or  replacements  to  or  of  any  of 
the  sleeping  cars,  put,  or  that  may  under  said  agreements,  or 
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either  of  them,  be  put  upon  the  railroad  operated  by  the  said 
party  of  the  first  part,  or  to  or  of  any  part  of  such  cars,  or 
their  fixtures  or  appurtenances,  hereby  agreeing  to  do  all  such 
repairs  and  replacements  at  his  own  proper  cost  and  expense, 
except  such  as  may  be  caused  by  the  negligence  of  the  said 
party  of  the  first  part  or  their  employees. 

Provided,  however  :  First. — That  the  said  party  of  the  first 
part  shall,  without  charge  therefor,  continue,  as  heretofore,  to 
supply  the  oil,  waste  and  packing,  and  lubricating  materials  in- 
cidental to  running  said  cars  ;  the  material  for  properly  lighting 
and  warming  them  ;  the  cleaning  of  the  outside  of  said  cars  ; 
and  to  do  the  inspection  of  said  cars  at  stations,  as  they  may 
from  time  to  time  be  run  in  trains ;  and  second. — That  when  re- 
quested by  the  said  party  of  the  second  part,  the  said  party  of 
the  first  part  shall  do,  in  its  shops,  the  repairing  that  may  be 
necessary  on  said  cars,  charging  the  said  party  of  the  second 
part  the  cost  thereof. 

The  said  party  of  the  first  part  hereby  releases  the  said 
party  of  the  second  part  from  any  and  all  covenants  in  the  said 
agreements,  or  either  of  them  contained,  to  pay  to  it  a  per- 
centage of  the  gross  receipts  and  earnings  derived  from  the 
business  of  running  the  said  cars ;  and  from  all  covenants  to 
keep  books  of  account  and  render  statements  of  or  connected 
with  such  receipts  and  earnings. 

It  is  mutually  agreed  between  the  parties  hereto  that  this 
agreement  shall  take  effect  on  the  first  day  of  November,  1875, 
and  that  the  said  agreements  for  the  running  of  sleeping  cars 
on  the. railroad  operated  by  the  said  party  of  the  first  part, 
shall  be  continued  and  be  in  force  and  binding  on  the  parties 
hereto,  in  all  respects,  except  as  modified  hereby,  for  the  term 
of  ten  years  thereafter. 

In  witness  whereof,  the  said  party  of  the  first  part 
has  caused  these  presents  to  be  executed  on  its 
behalf  by  its  Vice-President,  and  the  said  party 
of  the  second  part  has  hereunto  set  his  hand  the 
day  and  year  first  above  written. 

The  New  Yoek  Central  &  Hudson  Biver  Bailroad 
Company. 

(Signed)  By  W.  H.  VANDER  BILT, 

Vice-President^ 
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In  consideration  of  one  dollar  to  it  paid,  The  New  York 
Central  &  Hudson  Eiver  Eailroad  Company  hereby  consents 
that  Webster  Wagner  assign  and  transfer  the  foregoing  con- 
tract, and  the  several  contracts  therein  referred  to,  to  the  New 
York  Central  Sleeping  Car  Company,  together  with  all  benefits 
and  advantages  arising  therefrom,  and  subject  to  the  covenants 
and  conditions  therein  contained. 

The  New  York  Central  &  Hudson  Eiver  Eailroad 
Company. 

(Signed)  By  W.  H.  VANDEBBILT, 

Vice-President. 

Dated  New  York,  January  5,  1876. 


Exhibit  No.  13.— June  21, 1879. 

Contract  made  this  first  day  of  April,  one  thousand  eight  hun- 
dred and  seventy-three,  between  The  New  York  &  Harlem 
Eailroad  Company,  party  of  the  first  part,  aud  The  New 
York  Central  &  Hudson  Eiver  Eailroad  Company,  party 
of  the  second  part,  each  of  the  said  parties  being  a  cor- 
poration existing  under  the  laws  of  the  State  of  New  York. 

■  Whereas,  The  said  party  of  the  first  part  is  the  owner  of  a 
railroad  that  is  operated  by  steam  power,  extending  from  Forty- 
second  street,  in  the  City  of  New  York,  to  Chatham  Four  Cor- 
ners ;  a  distance  of  one  hundred  and  thirty  t7tst  miles ;  with  a 
branch  extending  from  its  main  line,  at  Melrose  Station  to 
Port  Morris ;  a  distance  of  two  -j-^u  miles ;  and  operates 
under  a  lease  from  The  New  York  &  Mahopac  Eailroad  Com- 
pany, the  raiiroad  of  that  company,  extending  from  Golden's 
Bridge  (on  the  line  of  the  said  party  of  the  first  part)  to  Lake 
Mahopac  ;  a  distance  of  seven  Tf  u  miles  : 

And  Wheueas,  The  said  party  of  the  second  part  is  the  owner 
of  a  railroad  terminating  at  the  City  of  New  York,  and,  under 
an  agreement  therefor,  made  with  the  siid  party  of  the  first 
part,  runs  its  passenger  trains  over  that  portion  of  the  said 
railroad  of  the  said  party  of  the  first  part,  lying  between  the 
junction  of  such  railroad  with  the  Spuyten  Duyvil  &  Port 
Morris  Eailroad  and  said  Forty-second  street ;  and  occupies  in 
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part  and  uses  the  depot  in  the  City  of  New  York,  owned  by 
the  said  party  of  the  first  part,  and  known  as  the  "  Grand 
Central  Depot :" 

And  Whereas,  By  reason  of  the  relative  amounts  of  busi- 
ness done  by  each  of  the  said  parties,  and  the  position  they 
sustain  to  each  othor,  it  is  believed  that  the  interests  and  con- 
venience of  the  public  in  the  use  of  the  said  railroad,  branch 
and  leased  line  of  the  said  party  of  the  first  part,  and  the  in- 
terests of  the  said  parties  will  be  promoted  if  the  said  railroad, 
branch  and  leased  line  of  the  said  party  of  the  first  part  be 
controlled,  managed  and  operated  by  the  said  party  of  the 
second  part : 

Now,  Therefore,  this  Contract  Witnesseth,  That  the  said 
parties,  in  consideration  of  the  premises,  and  of  the  several 
reservations,  covenants  and  agreements  hereinafter  contained, 
to  be  kept  and  performed  for  the  benefit  of  each,  respectively, 
do  hereby  mutually  covenant,  contract,  promise  and  agree,  to 
and  with  each  other,  as  follows  : 

First. — The  said  party  of  the  first  part  hereby  demises  and 
leases  unto  the  said  party  of  the  second  part,  its  successors  and 
assigns,  the  said  railroad  of  the  said  party  of  the  first  part,  ex- 
tending from  Forty-second  street,  in  the  City  of  New  York,  to 
Chatham  Four  Corners,  as  aforesaid  ;  and  the  said  branch  line, 
extending  from  Melrose  station  to  Port  Morris,  as  aforesaid  ; 
together  with  all  the  lands  on  which  the  said  railroad  and 
branch  of  the  said  party  of  the  first  part  is  constructed,  or 
which  are  connected  with  or  necessary  for  its  use,  and  all  the 
rights,  easements,  franchises  and  privileges  in  connection  there- 
with, or  which  are  appurtenant  thereto ;  and  all  the  turnouts, 
switches,  sidings,  branch  tracks,  telegraph  lines,  warehouses, 
depot  grounds,  depot  buildings,  wharves,  docks,  stations, 
bridges,  shops,  depots,  car  houses,  engine  houses,  water  sta- 
tions, workshops,  machine  shops,  and  other  buildings,  super- 
structures, erections  and  fixtures  used  therewith  or  belonging 
thereto,  and  the  land  and  premises  on  which  the  same  are 
situated  and  standing,  now  used  or  belonging,  or  in  any  wise 
appertaining  to  the  said  railroad  and  branch  of  the  said  party 
of  the  first  part,  and  all  other  the  real  estate  and  chattels  real 
of  the  said  party  of  the  first  part,  situate,  lying  and  being  north 
of  Forty-second  street,  in  the  City  of  New  York,  (except  as 
^hereinafter  reserved  to  itself,  or  agreed  to  be  conveyed  abso- 
25 
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lutely  to  the  said  party  of  the  second  part),  whether  used  for 
railroad  purposes  or  not.  Also  all  the  cars,  locomotives,  en- 
gines, rolling  stock,  tools,  machinery  and  all  other  the  equip- 
ments and  appliances  belonging  to,  or  connected  with  the  said 
railroad  and  branch,  and  the  use  thereof,  and  all  the  rights, 
privileges  and  franchises  of  the  said  party  of  the  first  part,  in- 
cluding all  its  rights  to  construct,  maintain  and  operate  a  rail- 
road ;  subject,  however,  to  the  provisions  of  a  certain  contract 
with  The  New  York  &  New  Haven  Eailroad  Company,  herein- 
after mentioned ;  and  the  right  to  ask,  demand  and  receive  for 
the  use  and  benefit  of  the  said  party  of  the  second  part,  all  the 
tolls,  profits,  income,  rent  from  subletting  and  charges  which 
may  or  can  be  legally  demanded  or  received  for  the  transpor- 
tation of  persons  or  property  over  the  said  railroad  and  branch 
of  the  said  party  of  the  first  part  or  any  part  thereof,  or  result- 
ing in  anywise  from  the  use  or  occupation  of  the  said  railroad 
and, branch  of  the  said  party  of  the  first  part.  And  all  the 
rights,  title  and  interest  of  the  said  party  of  the  first  part  in 
and  to  the  said  railroad  of  the  said  The  New  York  &  Mahopac 
Eailroad  Company,  held  under  a  lease,  as  aforesaid ;  which 
said  lease,  bearing  date  the  seventeenth  day  of  June,  one  thou- 
sand eight  hundred  and  seventy -two,  and  expiring  on  the  thirty- 
first  day  of  December,  one  thousand  nine  hundred  and  seventy- 
one,  it  hereby  assigns  and  transfers  to  the  said  party  of  the 
second  part,  together  with  all  its  rights  and  benefits  therefrom 
or  thereunder. 

To  have  and  to  hold  the  said  demised  railroad,  branch  and 
leased  line,  premises,  equipments  and  appliances,  rights,  privi- 
leges and  franchises  unto  the  said  party  of  the  second  part,  its 
successors  and  assigns,  for  and  during  the  full  term  and  period 
of  four  hundred  and  one  years  from  the  first  day  of  April,  one 
thousand  eight  hundred  and  seventy-three. 

Yielding  and  paying  therefor,  to  or  on  account  of  the  said 
party  of  the  first  part,  during  the  continuance  of  the  said  de- 
mised term,  an  annual  rent,  to  be  paid  as  follows : 

First. — By  paying  to  the  several  stockholders  iu  the  said 
party  of  the  first  part,  semi-annually,  on  each  first  day  of  July, 
and  first  day  of  January,  or  whenever,  thereafter,  it  shall  be 
demanded,  two  dollars  per  share  upon  each  share  of  its  capital 
stock,  held  by  theip,  respectively,  at  the  time  of  closing  the 
transfer  books  as  hereinafter  provided ;  such  two  dollars  per 
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share  being  equal  to  eight  per  centum  per  annum  on  the  par 
value  of  such  capital  stock. 

But,  in  order  to  fairly  adjust  the  first  payment,  so  to  be 
made  by  the  said  party  of  the  second  part,  under  this  article, 
with  reference  to  the  date  of  the  taking  effect  of  this  contract 
and  the  time  of  making  such  first  payment,  the  said  party  of 
the  first  part  covenants  and  agrees  that  it  will,  on  or  before  the 
thirtieth  day  of  June,  one  thousand  eight  hundred  and  seventy- 
three,  pay  to  the  said  party  of  the  second. part  the  sum  of  one 
hundred  and  eighty  thousand  dollars  ($180,000),  being  equal 
to  one  dollar  per  share  on  the  amount  of  its  capital  stock  now 
outstanding,  and  equal  to  the  part  of  eight  per  centum  per  an- 
num thereon,  that  would  accrue  between  the  first  day  of 
January,  one  thousand  eight  hundred  and  seventy-three  (when 
the  last  dividend  was  paid  thereon),  and  the  first  day  of  April, 
one  thousand  eight  hundred  and  seventy-three  (when  this  con- 
tract takes  effect). 

Second. — By  paying  the  interest  on  the  bonds  of  the  said 
party  of  the  first  part,  as  described  in  the  schedule  hereto  an- 
nexed, marked  "  A,"  according  to  the  conditions  of  said  bonds, 
respectively,  and  as  such  interest  shall,  from  time  to  time,  be- 
come due  and  payable  and  shall  be  demanded. 

But,  in  order  to  fairly  adjust  the  first  payment  of  interest,  to 
be  made  by  the  said  party  of  the  secoud'part,  on  each  kind  of 
bonds  mentioned  in  the  said  schedule,  with  reference  to  the 
date  of  the  taking  effect  of  this  contract,  the  said  party  of  the 
first  part  covenants  and  agrees  that  it  will,  on  or  before  the  day 
on  which  the  first  interest  shall,  ensuing  the  date  hereof,  be- 
come due  and  payable  on  any  of  the  bonds  described  in  the 
said  schedule,  pay  to  the  said  party  of  the  second  part  an 
amount  equal  to  the  amount  of  interest  accrued,  in  each  case, 
between  the  date  of  the  last  payment  of  interest  on  such 
bonds  and  the  first  day  of  April,  one  thousand  eight  hundred 
and  seventy-three : 

It  being  mutually  covenanted  and  agreed  that  the  payments 
to  be  made  under  this  and  the  previous  subdivision  of  Article 
First  may  be  in  the  "  Consolidated  Mortgage  "  bonds  of  the 
said  party  of  the  first  part,  herein  after  mentioned,  which  bonds, 
so  paid  to  the  said  party  of  the  second  part,  may  be  used  by 
it  for  its  own  sole  and  separate  use  and  benefit :  . 

It  being  further  mutually  covenanted  and  agreed  that  the 
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amounts  outstanding  of  the  said  capital  stock,  and  of  the  said 
bonds  described  in  said  Schedule  "A,"  are  subject  to  the  pror 
visions  of  the  third  and  fourth  articles  hereof  as  to  an  increase 
of  each,  and  as  to  the  payments  to  be  made  by  the  said  party 
of  the  second  part  upon  such  increase  of  each,  if,  and  when, 
made.  " 

Third. — And  by  paying  the  rent  agreed  to  be  paid  by  the 
said  party  of  the  first  part  to  The  New  York  &  Mahopac  Kail- 
road  Company,  according  to  the  terms  and  conditions  of  the 
lease  hereinbefore  referred  to. 

Second. — The  said  party  of  the  second  part  covenants  and 
agrees  to  pay  the  said  sum  of  two  dollars  per  share  upon  the 
capital  stock  of  the  said  party  of  the  first  part ;  the  said  interest 
on  its  bonds  ;  and  the  said  rent  to  the  said  The  New  York  &  Ma- 
hopac Bailroad  Company,  at  the  times  and  in  the  manner  set 
forth  in  the  preceding  article  hereof;  that  it  will  at  all  times 
control,  manage  and  operate  the  said  railroad,  branch,  prop- 
erty and  franchises  of  the  said  party  of  the  first  part  in  compli- 
ance with  the  provisions  of  the  charter  of  the  said  party  of  the 
first  part^and  the  laws  applicable  thereto  ;  that  it  will  manage 
and  operate  the  said  railroad  of  the  said  The  New  York  & 
Mahopac  llailroad  Company,  in  compliance  with  all  the  pro- 
visions of  the  lease  hereinbefore  mentioned,  and  will  keep  and 
perform  each  and  every  of  the  covenants  and  agreements  of 
the  said  party  of  the  first  part  therein  contained  ;  and  that  it 
will  pay  all  taxes,  charges  and  assessments,  ordinary  and  ex- 
traordinary, that  may  be  imposed  or  assessed  iu  any  way  on 
said  railroad,  branch,  or  property,  or  any  part  thereof,  or  upon 
or  against  the  said  party  of  the  first  part  by  reason  thereof. 

Tjeibd. — The  said  party  of  the  first  part  covenants  and  agrees 
that  its  authorized  capital  stock  amounts  to  ten  millions  of 
dollars  ($10,000,000),  and  no  more,  consisting  of  two  hundred 
thousand  shares  of  the  par  value  of  fifty  dollars  per  share ; 
that  thirty  thousand  of  said  shares  are  of  the  kind  known  as 
"preferred"  stock,  and  that  one  hundred  and  seventy  thou- 
sand of  said  shares  are  of  the  kind  known  as  "common" 
stock.  ThatZof  the  said  "  common  "  stock,  twenty  thousand 
shares  (amounting,  nt  par,  to  one  million  of  dollars)  remain  un- 
issued, which  said  twenty  thousand  shares  it  agrees  to  issue, 
forthwith,  to  the  said  party  of  the  second  part,  to  be  dis- 
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posed  of  by  it  whenever  it  may  choae  ;  provided,  However,  as 
follows  : 

First.—  That  they  shall  not  be  disposed  of  at  less  than  the 
market  price  at  the  time  of  such  disposition,  according  to  the 
resolution  of  the  stockholders  in  the  said  party  of  the  first 
part,  adopted  April  11,  1871,  with  regard  thereto. 

Second—  -That  the  moneys  derived  from  the  disposition  of 
any  of  the  said  shares  shall  be  expended  by  the  said  party  of 
the  second  part  in  completing,  extending,  improving  or  equip- 
ping the  railroad,  branch  and  property  hereby  demised,  or  in 
paying  off  or  redeeming  the  bonds  of  the  said  party  of  the  first 
part  hereinbefore  described,  or  in  acquiring  or  perfecting  title 
to  real  estate  for  the  uses  and  purposes  of  the  said  railroad  of 
the  said  party  of  the  first  part. 

Third. — That  the  so-called  "  Fourth  Avenue  Improvement," 
hereinafter  mentioned,  shall  be  deemed  an  improvement  within 
the  meaning  of  this  article. 

Fourth. — That  whenever  any  of  the  said  shares  shall  be  dis- 
posed of,  the  holders  thereof  shall  thereafter  be  entitled  to 
receive  thereon,  semi-annually,  two  dollars  per  share,  to  be 
paid  by  the  said  party  of  the  second  part  under  the  provisions 
of  the  first  and  second  articles  hereof. 

Fouhth. — The  said  party  of  the  first  part  covenants  and 
agrees  that  the  schedule  hereto  annexed,  marked  "  A,"  con- 
tains a  full  and  correct  statement  of  its  outstanding  bonds,  in- 
cluding special  bonds,  secured  by  mortgages  on  specific  lands 
(other  than  such  special  bonds  secured  by  mortgages  on  lands 
conveyed,  under  the  provisions  hereof,  as  hereinafter  con- 
tained, to  the  said  party  of  the  second  part  in  fee,  but  con- 
veyed subject  to  such  mortgages) ;  that  the  issue  described  in 
said  schedule  as  "  Consolidated  Mortgage,  due  May  1,  1900," 
was  duly  authorized  to  be  made  for  the  amount  of  twelve  mil- 
lions of  dollars  ($12,000,000),  that  seven  millions,  four  hundred 
and  eighty-eight  thousand  dollars  ($7,488,000)  in  amount  of 
the  bonds  of  the  said  issue  remain  unsold — which  bonds  so 
unsold  it  agrees  to  deliver  herewith  to  the  said  party  of  the 
second  part  to  be  disposed  of  by  it  as  follows :  First.  By 
holding  or  selling,  for  its  own  use  and  benefit,  such  part  there- 
of as  shall,  at  their  par  value,,  equal  the  amount  to  be  paid  by 
the  said  party  of  the  first  part,  under  the  first  and  second  sub-. 
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divisions  of  the  first  article  hereof,  for  proportions  of  dividend 
and  interest  accrued  to  the  first  day  of  April,  one  thousand 
eight  hundred  and  severity-three,  and,  Second.  By  selling  the 
remainder  thereof  in  its  own  discretion,  subject  to  the  follow- 
ing conditions  :  First.  That  the  money  derived  by  it  from  the 
sale  of  the  whole  or  any  part  of  such  remainder  shall  be  used 
in  the  same  manner  as  is  prescribedgin  the  third  article  hereof 
with  regard  to  moneys  derived  from  disposing  of  stock. 
Second.  That  whenever  any  of  the  bonds  of  such  remainder 
shall  be  sold,  the  interest  which  shall  thereafter  become  due 
and  payable  thereon  shall  be  paid  by  the  said  party  of  the 
second  part,  in  addition  to  that  on  the  amount  of  said  bonds 
mentioned  in  said  schedule  "A  ;"  provided  ,however,  as  fol- 
lows: 

First. — That  this  condition  to  pay  interest  shall  apply  also 
to  the  bonds  that  may  be  sold  by  the  said  party  of  the  second 
part  for  its  own  use  and  benefit  as  hereinbefore  authorized. 

/Sfeecmd.— That  the  said  party  of  the'second  part  may  issue 
any  of  the  bonds  of  the  said  remainder  in  exchange  or  sub- 
stitution for,  and  upon  the  surrender  for  that  purpose  of  any 
other  of  the  outstanding  bonds  of  the  said  party  of  the  first 
part  described  in  the  said  schedule. 

Third. — That  the  title  to  any  real  estate  acquired  by  the 
pa_yment  of  moneys  derived  from  disposing  of  the  said  capital 
stock  under  the  third  article  hereof,  or  from  the  sale  of  any  of 
the  bonds  of  said  remainder,  under  this  article,  shall  be  taken 
to  and  in  the  name  of  the  said  party  of  the  first  part. 

Fourth. —Thai;  any  and  all  property  acquired  with  the  moneys 
mentioned  in  the  preceding  proviso  shall  be  deemed  to  be  held 
by  the  said  party  of  the  second  part,  under  this  contract,  and 
subject  to  the  provisions  thereof. 

Fifth.- -The  said  party  of  the  first  part  covenants  and  agrees 
that  it  will  not,  during  the  continuance  of  this  contract,  author- 
ize, create  or  issue  any  stock  or  bonds  additional  to  the  amounts 
thereof  respectively,  now  authorized  or  outstanding,  as  here- 
inbefore stated,  except  at  the  request,  or  upon  the  demand,  of 
the  said  party  of  the  second  part,  as  hereinafter  set  forth  ; 
provided,  however,  that  the  said  party  of  the  second  part  may, 
at  the  request  of  the  said  party  of  the  first  part,  and  for  pur- 
poses connected  with  operating  the  street  railroad  hereinafter 
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mentioned,  abate  the  covenant  of  the  said  party  of  the  first 
part  contained  in  this  article  ;  but  any  abatement  shall  he  en- 
tirely at  the  option  of  the  said  party  of  the  second  part  as  to 
granting  at  all,  or  as  to  the  extent  to  be  granted. 

Sixth. — The  said  party  of  the  second  part  covenants  and 
agrees,  that  it  will  pay  the  principal  of  all  the  bonds  described 
in  said  schedule  "  A,"  other  than  the  bonds  therein  described 
as  "Consolidated  Mortgage,  due  May  1, 1900,"  as  they  shall 
respectively  mature  and  be  presented  for  payment,  and  that  it 
will,  at  the  maturity  thereof,  pay  the  principal  of  the  said 
"Consolidated  Mortgage"  bonds,  if,  and  in  case  it  should  not 
be  paid  by  the  said  party  of  the  first  part. 

In  case  of  the  payment  thereof,  or  of  some  or  any  part 
thereof  by  the  said  party  of  the  first  part,  then,  and  in  that 
event,  the  said  party  of  the  second  part  shall,  thereafter,  pay 
to  the  said  party  of  the  first  part,  semi-annually,  on  the  days 
when  interest  would  become  due  and  payable  on  the  said  bonds, 
if  the  time  thereof  had  been  extended,  an  amount  equal  to  such 
interest  on  said  bonds,  or  on  such  part  of  them  as  may  have 
been  paid  by  the  said  party  of  the  first  part,  so  as  fairly  to 
adjust  the  obligation  of  the  said  party  of  the  second  part, 
herein  contained,  as  to  the  annual  rent  on  the  said  railroad 
and  property  herein  demised. 

In  case,  however,  the  said  "  Consolidated  Mortgage"  bonds 
shall  be  paid  by  the  said  party  of  the  second  part,  the  said 
party  of  the  first  part  agrees  that  it  will,  whenever  requested 
by  the  said  party  of  the  second  part  so  to  do,  issue  in  line 
thereof  new  bonds  bearing  a  similar  rate  of  interest,  or  such 
other  rate  as  may  be  agreed  upon,  with,  so  far  as  may  be  re- 
quired, proper  coupons  or  iDterest  warrants  therefor  appended, 
and  secured  by  a  suitable  mortgage  upon  the  railroad  property 
and  franchises  hereby  demised  ;  such  bonds  to  be  payable  at 
such  time  or  times,  and  to  such  person  or  persons  as  may  be 
prescribed  by  the  said  party  of  the  second  part ;  and  will  de- 
liver such  new  bonds  to  the  said  party  of  the  second  part  to 
be  sold  or  disposed  of  in  its  discretion ;  in  which  case  the  ob- 
ligation of  the  said  party  of  the  second  part  herein  contained, 
with  regard  to  the  payment  of  interest  on  the  said  "  Consoli- 
dated. Mortgage!'  bonds  shall  be  deemed  and  held  to  apply  to 
interest  on  such  new  bonds.   . 
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And  at  the  maturity  of  such  new  bonds  the  process  herein 
provided  for  shnll  be  repeated ;  and  so  on,  as  often  as  may  be 
necessary,  during  the  continuance  of  this  contract. 

Seventh. — The  said  party  of  the  first  part  being  the  owner 
of  a  railroad,  that  is  operated  by  horse  power,  running  through 
certain  streets  and  avenues  in  the  City  of  New  York,  it  is  ex- 
pressly covenanted  and  agreed  between  the  said  parties  hereto 
that  such  railroad,  with  all  the  equipment,  horses,  harness  and 
paraphernalia,  and  all  the  rights,  easements,  franchises,  uses 
and  benefits  pertaining  thereto  or  connected  therewith,  is  re- 
served to  the  said  party  of  the  first  part,  to  be  controlled,  man- 
aged and  enjoyed  for  its  own  sole  and  separate  use  and  benefit, 
as  fully  and  entirely  as  if  this  contract  had  not  been  made; 
but  this  reservation  is  to  be  subject  to  the  right  of  The  New 
York,  New  Haven  and  Hartford  Railroad  Company,  and  that 
of  the  said  party  of  the  second  part  to  run  freight  cars  over 
said  railroad  to  the  premises  on  White,  Centre,  Franklin  and 
Elm  streets,  as  hereinafter  provided. 

And  whereas  certain  lots  of  land  situate  at  the  northwest 
corner  of  Madison* avenue  and  Eighty-eighth  street,  in  the  said 
City,  were  purchased  by  the  said  party  of  the  first  part  for  the 
uses  and  purposes  of  the  railroad  operated  by  horse  power, 
mentioned  in  this  article  ;  it  is  covenanted  and  agreed  that 
the  said  lots  of  land  are  expressly  exempted^  from  the  opera- 
tion of  this  contract,  and  are  reserved  to  the  said  party  of  the 
first  part  for  its  own  sole  and  exclusive  use  and  benefit. 

Eighth. — It  is  further  mutually  covenanted  and  agreed  be- 
tween the  said  parties  hereto,  that  all  the  real  estate  owned 
by  the  said  party  of  the  first  part,  situate  south  of  Forty-sec- 
ond street,  in  the  City  of  New  York,  is.  expressly  exempted 
from  the  operation  of  this  contract,  and  is  reserved  by  the 
said  party  of  the  first  part  for  its  own  sole  and  exclusive  use 
and  benefit;  provided,  however,  that  the  leasehold  of  the  said 
party  of  the  first  part,  in  certain  premises  situate  on  White, 
Centre,  Franklin  and  Elm  streets,  in  said  City,  together  with 
its  interest  in  certain  buildings  thereon,  is  to  be  assigned  and 
transferred  to  the  said  party  of  the  second  part  as  hereinafter 
specified. 
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Ninth. — The  said  party  of  the  first  part  having,  under  date 
of  March  17th,  1848,  entered  into  an  agreement  and  contract 
of  transportation  with  the  New  York  &  New  Haven  Eailroad 
Company,  by  which  that  company  acquired,  upon  the  condi- 
tions therein  named,  certain  rights  upon  and  to  use  the  tracks 
and  certain  of  the  property  and  premises  of  the  said  party  of 
the  first  part — which  said  contract,  ns  modified,  from  time  to 
time,  under  the  provisions  thereof  has  been  succeeded  to  by 
the  New  York,  New  Haven  &  Hartford  Eailrond  Company — 
it  is  covenanted  and  agreed  by  the  said  party  of  the  first  part 
that  it  will,  and  it  does,  hereby,  specifically,  assign  and  trans- 
fer the  said  contract  to  the  said  party  of  the  second  part,  with 
all  the  reservations,  rents,  revenues,  uses,  benefits  and  profits 
to  be  derived  or  received  from  or  under  it. 

But  it  is  expressly  covenanted  and  agreed  by  the  said  party 
of  the  first  part  that,  so  far  as  the  provisions  of  the  said  con- 
tract grants  to  the  said  the  New  York  &  New  Haven  (now  the 
New  York,  New  Haven  &  Hartford)  Eailroad  Company  any 
rights  upon,  or  to  use  the  tracks  or  appurtenances  of  the  rail- 
road of  the  said  party  of  the  first  part  operated  by  horse- 
power aioresaid,  all  covenants  and  agreements  in  relation 
thereto  shall  continue  to  be  kept  and  performed,  as  heretofore, 
by  it  the  said  party  of  the  first  part,  as  one  of  the  general  con- 
siderations of  this  contract. 

And  the  said  party  of  the  second  part  covenants  and  agrees 
that  it  will  carry  out,  fulfill  and  perform  each  and  every  of  the 
conditions  in  said  contract  with  the  said  the  New  York  &  New 
Haven  Eailroad  Company,  imposed  upon  the  said  party  of  the 
first  part,  so  far  as  they  relate  to  or  are  connected  with  the 
railroad  or  property  that  is  hereby  demised,  or  that  are  there- 
in, in  that  respect,  agreed  by  the  said  party  of  the  first  part  to 
be  kept,  fulfilled  or  performed. 

Tenth.: — The  said  party  of  the  first  part  having,  under  date 
of  November  1st,  1872,  entered  into  a  lease  (commonly  called 
the  "  Tripartite  Lease")  with  the  New  York,  New  Haven  & 
Hirtford  Eailroad  Company  and  the  New  York  Central  & 
Hudson  Eiver  Eailroad  Company  (the  said  party  of  the  sec- 
ond part),  leasing  to  the  said  companies  respectively,  certain 
parts  of  the  depot  of  the  said  party  of  the  first  part,  situate 
on  Forty-second  street  and  Fourth  avenue,  in  the  City  of  New 
26 
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York,  and  commonly  known  as  the  "  Grand  Central  Depot," 
together  with  certain  uses  of  grounds,  tracks,  buildings  and 
appurtenances  connected  with  the  said  Depot  and  the  other 
premises  of  the  said  party  of  the  first  part,  as  will  by  refer- 
ence to  the  said  lease  more  fully  appear,  the  said  party  of  the 
first  part  covenants  and  agrees  that  it  will,  and  it  does,  hereby 
specifically  assign  and  transfer  to  the  said  party  of  the  second 
part  the  said  "Tripartite  Lease,"  and  all  the  reservations, 
rents,  revenues,  uses,  benefits  and  profits  to  be  derived  there- 
from or  thereunder. 

And  the  said  party  of  the  second  part  covenants  and  agrees 
that  it  will  carry  out,  fulfill  and  perform  each  and  every  of  the 
conditions  and  obligations  therein  imposed  upon  the  said 
party  of  the  first  part,  or  by  it  agreed  to  be  fulfilled  and  per- 
formed. 

But  it  is  expressly  covenanted  and  agreed  that  the  existing 
arrangement  under  which  the  "  horse  cars"  of  the  said  party  of 
the  first  part  run  into  the  said  depot  shall  continue  during, 
and  only  during,  the  pleasure  of  the  said  party  of  the  second 
part,  and  that  such  arrangement  may  be  terminated  by  it,  at 
any  time,  upon  giving  thirty  days'  previous  notice  in  writing 
to  the  said  party  of  the  first  part  that  it  elects  to  terminate  it; 
provided  that,  so  long  as  the  said  existing  arrangement  shall 
continue,  the  expense  of  maintaining  the  street  railroad  tracks 
into  and  in  the  said  depot  shall  be  borne  and  paid  by  the  said 
party  of  the  first  part,  and  that  upon  any  termination  of  said 
arrangement  the  said  party  of  the  first  part  shall,  at  its  own 
expense,  remove  said  tracks  and  restore  the  premises  to  a  good 
and  proper  condition. 

Eleventh. — The  New  York  &  New  Haven  (now  the  New 
York,  New  Haven  &  Hartford)  Railroad  Company  being  the 
lessees  from  the  Mayor,  Aldermen  and  Commonalty  of  the 
City  of  New  York,  by  a  certain  lease  dated  the  1st  day  of  Sep- 
tember, 1871,  of  a  certain  block  of  ground  situate  in  said  City 
and  bounded  by  White,  Centre,  Franklin  and  Elm  streets ; 
which  said  lease  is,  by  an  instrument  in  writing  thereto  an- 
nexed, executed  by  the  said  the  New  York  and  New  Haven 
Railroad  Company,  declared  to  have  been  taken  for  the  joint 
account  and  benefit  of  that  company  and  the  said  party  of  the 
first  part;  and  that  it  is  to  be  held  for  such  joint  account  and 
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benefit  ^ilpon  the  payment  by  the  said  party  of  the  first  part  of 
one-half  the  rent  reserved  by  said  lease,  and  one-half  the 
taxes  and  assessments  imposed  upon  the  said  premises ;  and 
the  said  party  of  the  first  part  having  paid  one-half  the  cost  of 
erecting  a  certain  building  on  said  premises  for  the  purposes 
of  a  frefght  depot ;  the  said  party  of  the  first  part  hereby  as- 
signs and  transfers  to  the  said  party  of  the  second  part  all  its 
right,  title  and  interest  in  and  to  the  said  lease  and  in  and  to  the 
said  building,  -with  all  the  uses,  benefits,  rents,  revenues  and 
profits  to  be  derived  therefrom  or  thereunder,  or  from  or  under 
the  said  declaration  annexed  to  the  said  lease. 

And  the  said  party  of  the  second  part  covenants  and  agrees 
that  it  will,  and  it  does,  hereby  assume  to  keep  and  perform 
each  and  every  of  the  covenants  and  obligations  entered  into 
by  or  imposed  upon  the  said  party  of  the  first  part  in  the  said 
lease  or  the  said  declaration  thereto  annexed. 

Twelfth. — The  said  party  of  the  first  part  covenants  and 
agrees  that  the  said  party  of  the  second  part  shall  have  the 
right  to  use  the  tracks  of  the  street  railroad,  owned  by  the 
said  party  of  the  first  part,  as  hereinbefore  stated,  for  the  pur- 
pose of,  and  so  far  as  may  be  necessary  to  hauling  between 
Forty-second  street  aforesaid  and  the  building  used  as  a  freight 
depot,  on  White,  Centre,  Franklin  and  Elm  streets  mentioned 
in  the  preceeding  article,  any  freight  cars  that  it  may  use  in 
connection  with  business  or  traffic  coming  from  or  going  to 
points  on  the  line  of  the  steam  railroad  of  the  said  party  of  the 
first  part  herein  demised  ;  provided,  however,  as  follows  : 

First. — That  such  use  of  said  street  railroad  shall  be  so  man- 
aged as  not  to  interfere  unnecessarily  with  its  use  by  the  said 
party  of  the  first  part  for  a  city  passenger  business  with  "  horse 

cars." 

Second. — That  the  expense  of  such  hauling  shall  be  borne 
and  paid  by  the  said  party  of  the  second  part. 

Third. — That  the  expense  of  maintaining  the  .tracks  that 
diverge  from  the  tracks  of  the  said  street  railroad  of  the  said 
party  of  the  first  part  into  the  said  freight  depot,  and  the 
tracks  that  connect  the  said  steam  railroad  with  the  said  street 
railroad  at  Forty-second  street,  aforesaid,  shall  also  be  borne 
and  paid  by  the  said  party  of  the  second  part. 

Thirteenth. — The  said  party  of  the  first  part  having,  under 
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and  in  virtue  of  an  act  of  the  Legislature  of  the  State  of  New 
York,  entitled  "  An  Act  to  improve  and  regulate  the  use  of 
Fourth  Avenue  in  the  City  of  New  York,"  passed  May  14th, 
1872  (known  as  chapter  702  of  the  laws  of  1872),  entered  into 
certain  contracts  for  certain  work  and  improvements  upon  and 
along  its  line  through  said  Fourth  avenue,  north  of  said  Forty- 
second  street ;  which  said  contracts  are  described  in  the 
schedule  hereto  annexed,  marked  "  B  ;"  it  is  covenanted  and 
agreed  by  the  said  party  of  the  first  part  that  it  will,  and  it 
does,  hereby,  specifically  assign  and  transfer  the  said  contracts, 
and  each  of  them,  with  all  the  benefits  and  privileges  there- 
under, to  the  said  party  of  the  second  part.  And  the  said 
party  of  the  second  part  covenants  and  agrees  that  it  will  keep, 
fulfil  and  perform  all  the  covenants  and  promises  in  said  con- 
tracts, and  either  of  them  provided  to  be  kept  fulfilled  and 
performed  by  the  said  party  of  the  first  part ;  and  that  it  will 
do  and  perform  all  acts  and  things  required  by  the  said  act 
to  be  done  and  performed  by  the  said  party  of  the  first  part. 

And,  whereas,  under  the  provisions  of  the  said  act,  one-half 
the  expenses  of  the  said  improvement  of  said  Fourth  avenue  is 
to  be  borne  and  paid  by  the  City  of  New  York,  in  the  manner 
therein  provided ;  it  is  covenanted  and  agreed  that  the  amounts 
due  and  payable  from  time  to  time,  on  said  contracts  or  either 
of  them,  shall  be  paid  by  the  said  party  of  the  first  part  but 
with  money  to  be  furnished  to  it  by  the  said  party  of  the 
second  part ;  which  money  the  said  party  of  the  second  part 
agrees  so  to  furnish  to  the  said  party  of  the  first  part,  when- 
ever, and  as,  from  lime  to  time,  it  shall  be  needed  for  the  pur- 
pose named;  that  the  said  party  of  the  first  part  will  comply 
with  and  fulfill  all  the  requirements  of  the  said  act  that  may 
be  necessary  to  enable  it  to  collect  from  the  City  of  New  York 
the  amounts  •  to  be  paid  by  the  said  City  from  time  to  time 
under  the  provisions  of  the  said  act ;  that  it  will  receive 
and  collect  all  such  amounts  from  the  said  City,  and  will, 
through  its  appropriate  officers,  execute  in  due  form  all  neces- 
sary and  proper  certificates,  receipts,  discharges  and  vouchers 
to  said  City  therefor,  or  in  connection  therewith,  and  that  it 
will,  forthwith,  pay  over  to  the  said  party  of  the  second  part, 
each  and  every  amount  collected  from  the  said  City  under 
the  provisions  of  the  said  act,  or  in  connection  with  the  said 
improvement  of  said  Fourth  avenue  ;  provided  however  that 
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nothing  herein  contained  shall  prevent  the  said  party  of  the 
second  part  (if  it  shall  elect  so  to  do)  from  paying  moneys 
under  the  said  contracts  described  in  the  said  schedule  "  B, " 
or  either  of  them,  diiect  to  the  party  or  parties  named  in 
them  respectively,  or  from  collecting  or  receiving  from  the 
sai  d  City  of  New  York  any  moneys  collectible  from  or  payable 
by  it. 

Fourteenth. — In  addition  to  the  leases  and  contracts  herein- 
before specifically  assigned  and  transferred  by  the  said  party 
of  the  first  part  to  the  said  party  of  the  second  part,  the  said 
party  of  the  first  part  hereby  assigns  and  transfers  to  the  said 
party  pf  the  second  part  all  other  leases,  contracts  or  agree- 
ments, whether  written  or  verbal,  to  which  it,  the  said  party  of 
the  first  part,  is  a  party,  with  all  the  uses  and  benefits  therefrom 
or  thereunder.  And  the  said  party  of  the  second  part  covenants 
and  agrees  to  keep,  fulfill  and  perform  all  the  covneants  and 
provisions  of  all  such  leases,  contracts  or  agreements,  therein 
or  thereby  agreed  to  be  kept,  fulfilled  and  performed  by  the 
said  party  of  the  first  part ;  provided  however,  that  this  article 
shall  not  be  held  to  include  aDy  contracts  or  agreements 
belonging  to,  or  connected  with  the  operations  of  the  said  street 
railroad  of  the  said  party  of  the  first  part. 

Fifteenth. — The  said  party  of  the  first  part  covenants  and 
agrees  that  it  will,  from  time  to  time,  and  at  any  and  all  times 
hereafter,  at  the  request  of  the  said  party  of  the  second  part, 
make,  execute  and  deliver,  all  such  other  and  further  specific 
or  general  assignments  and  transfers,  instruments  and  assu- 
rances in  the  law,  for  the  further,  better  or  more  perfectly 
assigning  and  transfering  the  said  leases,  contracts  and 
agreements  or  for  the  further,  better  or  more  perfectly 
assuring  the  railroad,  premises  and  property  herein  or  hereby 
demised  or  conveyed  by  it  to  the  said  party  of  the  second  part, 
according  to  the  true  intent  and  meaning  of  these  presents,  as 
by  the  said  party  of  the  second  part,  or  its  counsel  learned 
in  the  law,  shall  or  may  be  reasonably  devised,  advised  or 
required. 

But  it  is  expressly  covenanted  and  agreed  that  all  the  assign- 
ments and  transfers,  whether  specific  or  general,  made  or  to  be 
made  by  or  under  these  presents  are,  and  shall  be  for,  and  only 
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for  the  term  of  years  for  which  the  steam  railroad  of  the  Said 
party  of  the  first  part  is,  herein,  demised  to  the  said  party  of 
the  second  part ;  and  that  all  the  covenants  and  agreeinent£  of 
the  said  party  of  the  second  part,  herein  contained,  are  and 
shall  be  for,  and  only  for  the  same  term  of  years. 

Sixteenth. — The  said  party  of  the  second  part  covenants  and 
agrees  that  it  will,  during  the  continuance  of  this  contract,  do 
every  act  and  thing  that  may  by  law  be  required  of  or  obligatory 
upon  it,  or  upon  the  said  party  of  the  first  part,  in  respect  to 
the  operation,  condition,  maintenance  and  use  of  the  said  rail- 
road, branch,  premises  and  property  hereby  demised,  and  every 
part  thereof  including  the  keeping  and  rendition  of  all  accounts 
and  reports. 

That  the  said  party  of  the  second  part  shall  and  will,  at  all 
times,  indemnify  and  keep  indemnified  and  harmless,  the  said 
party  of  the  first  part  from  all  costs,  suits,  expenses  and 
damages,  that  the  said  party  of  the  first  part  may  sustain  or 
incur  by  reason  of  any  default  or  failure,  or  any  alleged  default 
or  failure  of  the  said  party  of  the  second  part,  its  grantees  or 
agents,  in  the  operation,  management  or  use  of  the  said  railroad 
branch,  premises  and  property  hereby  demised,  or  any  part 
thereof,  or  in  its  or  their  omission  to  do  and  perform  any  act 
or  thing  which  may'be  required  by  law  to  be  done  or  performed 
by  the  said  party  of  the  first  part ;  but  the  said  party  of  the 
second  part,  its  successors  or  assigns,  may,  at  any  time  during 
the  continuance  of  the  demised  term,  change  and  alterthe  line, 
way  and  gauge  of  the  said  demised  railroad,  or  branch,  and,  in 
so  doing  may  discontinue  any  part  of  the  present  way  or  track 
of  said  railroad  or  branch,  and  any  of  the  machine  shops  or 
depots  not  required  for  the  use  of  the  line,  and  may  also  change 
the  grade  or  grades  of  the  road,  and  alter  or  change  the  location 
of  any  of  the  tracks,  water  stations,  buildings  or  erections  appur- 
tenant thereto,  or  connected  therewith,  and  may  also,  if  it  shall 
deem  it  necessary,  purchase  and  acquire  title  to  any  additional 
real  estate  for  the  use  of  said  road,  or  may  exchange  its  lands 
or  buildings  for  other  lands  more  convenient  or  necessary  for 
its  use,  and  of  equal  value  for  the  uses  and  purposes  of  the 
said  road ;  but  all  such  alterations,  changes,  purchases  or 
exchanges  are  to  be  made  at  the  proper  cost  and  charge  of  the 
said  party  of  the  second  part ;  and  the  said  party  of  the  second 
part,  its  successors  and  assigns,  may  also  from  time  to  time, 
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during  the  continuance  of  the  said  term,  sell  and  dispose  of 
such  part  of  the  demised  premises  and  property  as 
may  not  be  necessary  for  the  use  of  the  said 
demised  railroad  and  branch ;  and  the  said  party 
of  the  first  part,  its  successors  and  assigns,  shall, 
in  the  case  of  any  such  sale  or  exchange,  and  upon  the  de- 
mand, in  writing,  of  the  said  party  of  the  second  part,  at  any 
time,  and  from  time  to  time,  execute,  in  due  form  of  law,  a 
good  and  sufficient  deed,  but  without  covenants  of  warranty  or 
title,  of  any  part  of  the  said  premises  which  the  said  party  of 
the  second  part,  its  successors  or  assigns,  may  so  agree  to  sell 
or  exchange,  as  aforesaid,  to  .the  purchaser,  or  the  party  with 
whom  the  exchange  shall  be  made,  on  such  terms  and  condi- 
tions, not  inconsistent  with  the  rights  of  the  said  party  of  the 
first  part,  as  the  said  party  of  the  second  part  may  require  ; 
but  all  such  deeds  are  to  be  prepared,  executed  and  deliv- 
ered at  the  cost  and  expense  of  the  said  party  of  the  second 
part.  All  the  premises  received  in  exchange  are  to  be  con- 
veyed to  the  said  party  of  the  first  part,  and  held  by  the  par- 
ties hereto,  as  if  the  same  were  now  part  of  the  premises 
hereby  demised  ;  and  the  said  party  of  the  second  part  cove- 
nants and  agrees  to  pay  all  taxes,  assessments  and  charges 
thereon,  and  protect  the  same  against  all  liens  thereon. 

Seventeenth. — The  said  party  of  the  second  part  covenants 
and  agrees  that  at  the  expiration  or  other  determination  of  the 
term  for  which  the  said  railroad  and  branch  of  the  said  party 
of  the  first  part  is  herein  or  hereby  demised,  it  will  surrender 
the  said  railroad  and  branch,  with  a  perfect  track,  and  all 
proper  depots,  stations,  shops,  grounds,  buildings,  structures, 
&c,  and  in  as  good  state  and  condition,  and  of  as  much  value, 
in  all  respects,  as  when  it  received  them.  That  it  will  pay  over 
to  the  said  party  of  the  first  part  the  proportionate  part  of  the 
two  dollars  per  share  on  the  capital  stock  of  the  said  party  of 
the  first  part  that  shall  be  due  to  the  period  between  the  last 
payment  thereof  made  to  the  stockholders  in  the  said  party  of 
the  first  part,  under  the  provisions  of  this  contract,  and  the 
date  of  such  surrender ;  together  with  an  amount  equal  to  the 
interest  accrued  on  the  bonds  of  the  said  party  of  the  first  part 
from  the  date  of  the  last  payment  of  interest  on  each  kind  of 
bonds  to  the  date  of  such  surrender.    And  that  it  will  account 
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for  and  pay  over  to  the  said  party  of  the  first  part  the  consid- 
eration money  received  for  any  portion  of  the  lands  hereby 
demised,  which,  having  been  found  not  necessary  for  the  use 
of  the  said  demised  lailroad  and  branch,  may  have  have  been 
disposed  of  absolutely,  except  such  as  may  have  been  ex- 
changed for  other  lands  of  equal  value  ;  but  do  interest  is  to 
accrue  on  such  consideration  money  during  the  continuance  of 
this  contract;  and,  on  the  termination  of  this  contract,  the  said 
party  of  the  first  part,  its  successors  and  assigns,  shall  pay  to 
the  said  party  of  the  second  part,  its  successors  and  assigns, 
the  amount  expended  out  of  its  own  means,  but  without  inter- 
est, in  the  acquirement,  otherwise  than  by  exchange,  of  addi- 
tional real  estate  for  the  use  of  the  railroad  and  branch  hereby 
demised  ;  provided,  the  said  party  of  the  first  part  shall  elect 
to  take  the  same  ;  so  far  it  shall  elect  not  to  take  such  real 
estate,  it  shall,  if  the  title  has  been  taken  in  its  name,  convey 
the  same  as  the  said  party  of  the  second  part  shall  direct,  but 
without  covenants  of  warranty. 

And  whereas  the  said  party  of  the  first  part  has  and  owns, 
as  a  part  and  parcel  of  the  property  hereby  demised,  personal 
property  in  locomotives,  engiues  and  tenders,  passenger  cars, 
baggage  cars,  freight  and  other  cars,  tools,  fixtures,  machinery, 
suppiies,  material  and  other  effects,  amounting,  as  is  agreed  by 
the  said  parties  hereto,  to  the  value  of  one  million,  one  hun- 
dred and  three  thousand  nine  hundred  dollars  ($1,103,900),  for 
a  more  particular  account  of  which  reference  is  made  to  a 
schedule  hereto  annexed,  marked  "  C  "  ;  it  is  hereby  cove- 
nanted and  agreed  by  the  said  party  of  the  second  part,  that, 
at  the  termination  of  this  contract,  it  will  surrender,  or  trans- 
fer and  deliver  to  the  said  party  of  the  first  part,  personal 
property  of  a  similar  kind  and  equal  in  value  to  that  mentioned 
in  the  said  schedule  and  hereby  demised. 

Eighteenth. — The  said  party  of  the  first  part  covenants  and 
agrees  that  the  said  party  of  the  second  part  shall,  upon  the 
payment,  in  the  manner  herein  provided,  of  the  annual  rent 
herein  reserved,  and  keeping  and  performing  the  covenants  and 
agreements  herein  agreed  by  it  to  be  kept  and  performed  on  its 
part,  have  the  uninterrupted  possession,  use,  control  and  man- 
agement of  the  said  railroad  and  branch,  and  of  the  said  real 
estate,  premises  and  property  herein  demised,  with  the  right  to 
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ask,  demand  and  receive,  for  its  own  use  and  benefit,  all  tolls 
.and  charges,  fares  and  freights  which  may  or  can  be  legally 
demanded  and  received  for  the  transportation  of  persons  and 
property  upon  and  over  the  same,  or  any  part  thereof;  and  all 
the  income  and  revenue  of  the  aforesaid^  estate  and  property 
of  the  said  party  of  the  first  part,  and  all  other  its  rights,  privi- 
leges, franchises  and  benefits,  in  its  quiet  and  peaceable  pos- 
session and  enjoyment,  without  detriment,  hindrance,  inter- 
ruption or  molestation  from  the  said  party  of  the  first  part,  or 
its  successors  or  assigns,  or  from  any  its  present  or  future 
officer,  director  or  stockholder,  for  and  during  the  term  of  this 
contract. 

Nineteenth. — It  is  mutually  covenanted  and  agreed  that  in 
case  the  said  party  of  the  second  part  shall,  at  any  time  during 
the  term  of  this  contract,  omit  and  re/use  to  pay,  in  the  man- 
ner herein  provided,  the  annual  rent  herein  reserved,  or  shall 
fail  to  keep  and  perform  the  covenants  and  agreements  herein 
provided  for  on  its  part,  or  any  of  them,  and  shall  continue  in 
default  in  the  premises  for  the  period  of  ninety  days,  it  shall 
be  lawful  for  the  said  party  of  the  first  part,  its  successors  or 
assigns,  to  enter  into  and  upon  the  said  railroad,  branch, 
premises  and  property  hereby  demised,  and  to  remove  all  per- 
sons therefrom,  and,  thenceforth,  to  have,  hold,  possess  and 
enjoy  the  same,  and  each  and  every  part  and  parcel  thereof,  as 
of  its  first  and  former  estate  therein  ;  and  thereupon  all  the 
estate  and  interest  of  the  said  party  of  the  second  part  in  and 
to  the  same,  and  in  and  to  each  and  every  part  and  parcel 
thereof,  shall  cease  and  determine  as  absolutely  as  though 
these  presents  had  never  been  made  ;  provided,  however,  and  "t 
is  mutually  covenanted  and  agreed  that  the  said  rent  shall,  in 
such  event,  be  apportioned  from  the  time  of  the  last  preceding 
payment  of  any  installment  thereof  to  the  time  of  such  entry ; 
and  provided  further,  that  such  entry  shall  not,  in  any  manner, 
affect  any  claim  for  damages  that  the  said  party  of  the  first 
part,  its  successors  and  assigns,  may  have  against  the  said  party 
of  the  second  part  resulting  from  any  breach  of  any  of  the 
covenants  or  agreements  herein  contained. 

Twentieth. — T,he  said  party  of  the  first  part  covenants  and 
agrees  that  it  will,  during  the  coutinuance  of  this  contract,  keep 
up  and  maintain  its  existence  and  organization  as  a  body  cor- 
27 
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porate  in  due  form  of  law,  and  that  it  Trill,  from  time  to  time 
as  a  body  corporate,  and  at  all  limes  when  thereto  required  by 
the  said  party  of  the  second  part,  but  at  its  expense,  do  and 
perform  all  such  acts,  matters  and  things  consistent  with  the 
rights  of  the  said  party  of  the  first  part  under  this  contract,  as 
shall  be  necessary  in  the  opinion  and  judgment  of  the  said 
party  of  the  second  part,  or  its  officers  or  counsel,  to  the  due 
preservation  and  protection  of  all  the  estates,  property,  rights, 
franchises  and  interests  herein  demised  to  the  said  party  of  the 
second  part,  and  to  carry  into  full  effect  the  true  intent  and 
meaning  of  this  contract,  and,  in  default  thereof,  that  the  same 
may  be  done  by  the  said  party  of  the  second  part,  its  successors 
and  assigns,  or  by  its  lawful  agents,  in  the  name,  and  as  tbe 
act  of  the  said  party  of  the  first  part,  but  at  the  expense  of  the 
said  party  of  the  second  part ;  in  order,  however,  to  avoid  ex- 
pense, the  said  party  of  the  first  part  shall,  so  far  as  is  prac- 
ticable and  as  shall  be  consistent  with  its  rights,  allow  and 
employ  the  said  party  of  the  second  part,  its  successors  and 
assigns,  to  do  and  perform,  by  its  officers  and  agents,  for  and 
in  behalf  of  the  said  party  of  the  first  part,  all  the  business, 
acts  and  things  necessary  to  be  done  and  performed  to  main- 
tain the  organization  and  existence  of  the  said  party  of  the  first 
part  as  a  body  corporate,  and  to  preserve  and  protect  the 
estate,  property,  rights,  franchises  and  interests  demised,  as 
aforesaid,  to  the  said  party  of  the  second  part. 

Twenty-first. — For  the  purpose  of  carrying  this  contract  into 
effect,  the  said  party  of  the  first  part,  in  consideration  of  the 
premises,  hereby  irrevocably  constitutes  and  appoints  the  said 
party  of  the  second  part  its  attorney,  for  and  during  the  term 
of  this  contract,  for  the  said  party  of  the  first  part,  and  in  its 
name,  to  do  all  acts,  matters  and  things  not  inconsistent  with 
the  rights  of  the  said  party  of  the  first  part  hereunder,  neces- 
sary to  fulfill,  enforce  and  carry  out  all  and  every  of  the  pro- 
visions of  this  contract,  according  to  its  true  intent  and  mean- 
ing ;  and  the  said  party  of  the  first  part  hereby  constitutes  and 
appoints  the  said  party  of  the  second  part  its  transfer-agent, 
with  power,  by  or  through  its  offiers  and  agents,  or  its  own 
proper  transfer-agent,  to  do  and  perform,  but  at  its  own  ex- 
pense, all  acts  and  things  pertaining  to  transferring  the  title  to 
the  capital  stock  of  the  said  party  of  the  first  part,  and  to  such 
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of  its  bonds  as  are  of  the  kind  commonly  called  "  registered," 
and  to  keep  all  necessary  books  in  connection  therewith  ;  and 
it  is  mutually  agreed  that  the  transfer  books  for  either  capital 
stock  or  registered  bonds  may  be  closed,  at  the  option  of  the 
said  party  of  the  second  part,  a  suitable  time  before  each  pay- 
ment of  two  dollars  per  share  on  such  stock,  or  of  any  interest 
on  such  bond,  and  that  the  payments  herein  provided  to  be 
made  to  the  holders  of  capital  stock  of  the  said  party  of  the 
first  part,  and  the  payment  of  such  of  the  interest  on  its  bonds 
as  shall  be  upon  the  kind  called  "  registered  "  shall  be  to  such 
persons  or  parties  as  shall,  at  the  time  of  making  such  pay- 
ments, respectively,  appear  upon  the  books,  so  to  be  kept 
by  the  said  party  of  the  second  part,  to  be  stockholders  in  the 
said  party  of  the  first  part,  or  to  be  holders  of  its  "  registered  " 
bonds. 

Twenty-second. — The  said  party  of  the  first  part  covenants 
and  agrees  that  it  will  fully  pay  off  and  discharge  all  floating 
debt  and  liabilities  that  may  be  outstanding  or  existing  against 
it  on  or  to  the  first  day  of  April,  one  thousand  eight  hundred 
and  seventy-three,  growing  out  of  the  "operating"  of  its'  said 
steam  railroad  and  branch  herein  demised ;  and  it  is  mutually 
covenanted  and  agreed  that  it,  the  said  party  of  the  first  part, 
may  retain  for  this  purpose,  and,  otherwise,  for  its  own  use  and 
benefit,  all  cash,  cash  items,  bills  receivable,  and  other  evi- 
dences of  debt,  and  all  balances  of '  account  due  to  it  'from 
persons,  agents  and  connecting  lines ;  provided,  however,  that 
certain  bonds  and  mortgages  held  by  it  for  part  consideration 
of  real  estate  heretofore  sold  and  conveyed  by  it  shall  be 
assigned  to  the  said  party  of  the  second  part  as  is  hereinafter 
prescribed;  and  provided,  further,  that  all  recoveries  for  dam- 
ages or  costs  in  any  action  now  pending,  or  upon  any  cause  of 
action  now  existing  against  the  said  party  of  the  first  part  on 
account  of  the  said  steam  railroad,  or  its  operation,  shall 
be  assumed  and  paid  by  the  said  party  of  the  second  part. 

It  is  further  mutually  covenanted  and  agreed  that  all  debt 
and  liabilities  outstanding  or  existing  on  the  said  first  day  of 
April,  on  account  of  the  "construction"  of  the  said  railroad, 
or' on  account  of  the  leases,  contracts  or  agreements  herein 
assigned  and  transferred  to  the  said  party  of  the  second  part, 
shall  be  assumed  and  paid  by  the  said  party  of  the  second 
part ;  and  that  all  rents,  revenues,  profits  and  benefits,  in  favor 
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of  the  said  party  of  the  first  part,  accrued  to  the  said  first  day 
of  April,  but  not  then  due,  or  that  may  not  then  have  been 
paid,  shall  pass  to  the  said  party  of  the  second  part  for  its  own 
use  and  benefit  hereunder. 

And  the  said  party  of  the  second  part  covenants  and  agrees 
to  keep  and  maintain  the  railroad  and  branch,  premises  and 
property  hereby  demised,  and  the  appurtenances  thereto 
belonging,  in  good  order  and  condition;  and  to  assume  and 
pay  all  the  expenses  of  maintaining  and  operating  the  said 
railroad  and  branch,  and  the  appurtenances  thereto  belonging, 
from  and  including  the  said  first  day  of  April,  and  during  the 
term  of  this  contract. 

Twenty-Third. — The  said  party  of  the  first  part  being  the 
owner  of  certain  pieces  of  parcels  of  land,  situate  north  of 
Forty-second  street  aforesaid,  as  described  in  the  schedule 
hereto  annexed,  marked  "  D,"  which  said  pieces  or  parcels  of 
land  are  not  necessary  to  the  operations  of  its  said  railroad 
herein  demised  to  the  said  party  of  the  second  part,  and  the 
rents,  reservations,  covenants  and  provisions  herein  contained, 
having  been  adjusted  and  fixed  as  hereinbefore  set  forth,  with 
express  reference  to  the  provisions  contained  in  this  article  of 
these  presents,  the  said  party  of  the  first  part,  in  consideration 
thereof,  and  of  one  dollar  to  it  in  hand  paid  by  the  said  party 
of  the  second  part,  covenants  and  agrees  that  it  will  prepare 
and  duly  seal,  sign  and  deliver  to  the  said  party  of  the  second 
part,  simultaneously  with  the  execution  of  these  presents  a 
good  and  sufficient  deed,  or  good  and  sufficient  deeds,  convey- 
ing to  the  said  oarty  of  the  second  part,  its  successors  and 
assigns,  the  title  in  fee  to  the  said  pieces  or  parcels  of  land, 
described  in  the  said  schedule  "  D  ; "  provided,  however,  that 
the  said  deed  of  deed  need  not  contain  any  covenants  of  war- 
ranty; and  provided, further ,that  the  said  title  shall  be  conveyed 
subject  to  the  mortgage ,  liens  now  existing  specfically  on  said 
pieces  or  parcels  of  land  ;  such  mortgage  liens  being  also  de- 
scribed in  the  said  scnedule"D,"  and  the  bonds  given  or  assumed! 
by  the  said  party  of  the  first  part  which  are  secured  by  such 
mortgage  liens  being  omitted  from  the  statement  of  the  bonded 
debt  of  the  said  party  of  the  first  part  contained  in  the  sche- 
dule "A"  mentioned  in  the  fourth  article  of  these  presents; 
and  subject  also  to  the  lien  of  any  general  mortgage  given  by 
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the  said  party  of  the  first  part  upon  its  railroad,  property  and 
franchises,  if  the  lien  of  any  such  mortgage  affects  the  said 
pieces  or  parcels  of  land. 

Twenty -Fourth. — The  said  party  of  the  first  part  being  the 
owner  of  certain  bonds  and  mortgages  taken  by  it  for  part 
consideration  for  certain  real  estate  heretofore  sold  and  con- 
veyed by  it;  which  bonds  and  mortgages  are  described  in  the 
schedule  hereto  annexed  marked  "E;"  and  the  adjustment  of 
'  rent  spoken  of  in  the  preceding  article  having  had  express 
reference  to  the  provisions  of  this  article  also,  the  said  party 
of  the  first  part  in  consideration  of  the  premises,  and  of  one 
dollar  to  it  in  hand  paid  by  th  3  party  of  the  second  part  here- 
by assigns  the  said  bonds  and  mortgages  mentioned  and 
described  in  the  said  schedule  "E,"  together  with  all  moneys 
due  and  to  become  due  ttiereon,  to  the  said  party  of  the  second 
part  for  its  own  use  and  benefit;  and  it  covenants  and  agrees 
to  execute  separate  and  sufficient  formal  assignments  of  the 
said  bonds  and  mortgages,  and  to  cause  the  same  to  be  duly 
acknowledged  by  its  proper  officer  and  herewith  delivered  to. 
the  said  party  of  the  second  part. 

Twenty-Eebth. — The  said  party  of  the  first  part,  being  the 
holder  of  two  hundred  and  sixty-five  thousand  dollars,  in 
amount,  at  par,  of  the  capital  stock  of  The  New  York  and 
Mahopac  Eailroad  Company,  which  amount  is  represented  in 
or  by  the  capital  stock  and  bonded  debt  of  ihe  said  party  of 
the  fiist  part,  as  hereinbefore  described,  and  on  which  the 
annual  rent  herein  reserved  was  founded,  the  said  party  of  the 
first  Dart  covenants  and  agrees  that  it  will,  simultaneously  with 
the  execution  of  these  presents,  transfer  the  said  capital  stock 
of  the  said  The  New  York  and  Mahopac  Railroad  Company 
to  the  said  party  of  the  second  part,  and  will  deliver  to  it  the 
proper  certificates  therefor. 

In  Witness  Whereof,  and.  by  authority  of  resolutions  of  the 
respective  Boards  of  Directors  of  the  said  parties  hereto, 
adopted  the  first  day  of  April,  one  thousand  eight  hundred  and 
seventy-three,  the  corporate  seals  of  the  said  railroad  com- 
panies, parties  hereto,  are  respectively  hereto  affixed,  and  at- 
tested by  their  respective  secretaries,  and  these  presents  have 
been  signed  by  the  Vice-President  of  the  said  The  New  York 
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and  Harlem  Railroad  Company,  and  by  the  President  of  the 
said  The  New  York  Central  and  Hudson  River  Eailroad  Com- 
pany, the  day  and  year  first  above  written. 

The  New  York  and  Harlem  Eailroad  Company, 

j  Seal  of  the  )  By  W.  H.  VANDEEBILT, 

\  N.  Y.  &  H.  E.  E.  Co.  j  Vice-President. 

Attest,  Eobert  J.  Niven,  Secretary. 

The  New  York  Central  and  Hudson  River  Eailroad  Company, 

j  Seal  of  the  [By  C.  VANDERBILT, 

|  N.  Y.  C.  &  H.  R.  R.  R.  Co.  j  President, 

Attest,  E.  D.  Worcester,  Secretary. 


State  of  New  York,  . 

-    '  ^  ss : 


County  of  New  I'ork,    j 

On  this  first  day  of  April,  in  the  year  1873,  before  me  came 
Eobert  J.  Niven,  Secretary  of  the  New  York  and  Harlem  Eail- 
road Company,  to  me  personally  known,  who,  being  by  me 
duly  sworn  said,  that  he  resided  in  the  City  of  New  York  ;  that 
he  was  the  Secretary  of  The  New -York  and  Harlem  Eailroad 
Company  ;  that  he  knew  the  corporate  seal  of  the  said  Com- 
pany; that  the  seal  affixed  to  the  foregoing  instrument,  and 
purporting  to  be  the  corporate  seal  of  the  said  Company,  was 
such  corporate  seal ;  that  it  was  so  affixed  by  order  of  the 
Board  of  Directors  of  the  said  Company,  and  that  he  signed 
his  name  thereto,  by  the  like  order,  as  Secretary  of  the  said 
Company. 

And  the  said  Eobert  J.  Niven  further  said,  that  he  was  ac- 
quainted with  William  H.  Vanderbilt,  and  knew  him  to  be 
the  Vice-President  of  said  Company  ;  tfiat  the  signature  of  the 
said  William  H.  Vanderbilt,  subscribed  to  the  said  instrument, 
was  in  the  genuine  handwriting  of  the  said  William  H.  Van- 
derbilt, and  was  thereto  subscribed  by  the  like  order  of  the  said 
Board  of  Directors,  and  in  the  presence  of  him,  the  said  Eobert 
J.  Niven. 

Also,  before  me,  came  Edwin  D.  Worcester,  Secretary  of  the 
New  York  Central  and  Hudson  Eiver  Eailroad  Company,  to 
me  personally  known,  who  being  by  me  duly  sworn,  said,  that 
he  resided  in  the  City  of  Albany ;  that  he  was  the  Secretary  of 
The  New  York  Central  and  Hudson  Eiver  Eailroad  Company ; 
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that  he  knew  the  corporate  seal  of  the  said  Company;  that  the 
seal  affixed  to  the  foregoing  instrument,  and  purporting  to  be 
the  corporate  seal  of  the  said  Company,  was  such  corporate 
Seal ;  that  it'  was  so  affixed  by  order  of  the  Board  of  Directors 
of  the  said  company,  and  that  he  signed  his  name  thereto,  by 
the  like  order,  as  secretary  of  the  said  company. 

And  the  said  Edwin  D.  Worcester  further  said,  that  he  was 
acquainted  with  Cornelius  "Vanderbilt,  and  knew  him  to  be  the 
President  of  said  company ;  that  the  signature  of  the  said 
Cornelius  Vanderbilt,  subscribed  to  the  said  instrument,  was 
in  the  genuine  handwriting  of  the  said  Cornelius  Vanderbilt, 
and  was  thereto  subscribed  by  the  like  order  of  the  said  Board 
of  Directors,  and  in  the  presence  of  him,  the  said  Edwin  D. 
Worcester. 

W.  J.  VAN  ARSDALE, 

Notary  Public,  N.  Y.  Co. 

State  of  New  Yokk,         ) 
City  and  County  of  Ne'v  York 


.} 


I,  Charles  E.  Loew,  Clerk  of  the  City  and  County  of  New 
York,  and  also  Clerk  of  the  Supreme  Court  for  the  said  City 
and  County,  the  same  being  a  Court  of  Record,  do  hereby 
certify,  that  William  J.  Van  Arsdale,  whose  name  is  subscribed 
to  the  certificate  of  the  proof  or  acknowledgment  of  the  an- 
nexed instrument,  and  thereon  written,  was,  at  the  time  of 
taking  such  proof  or  acknowledgment,  a  Notary  Public  in  and 
for  the  City  and  County  of  New  York,  dwelling  in  the  said 
city,  commissioned  and  sworn,  and  du'y  authorized  to  take 
the  same. 

And  further,  that  I  am  well  acquainted  with  the  handwriting 
of  such  notary,  and  verily  believe  that  the  signature  to  the 
said  certificate  of  proof  or  acknowledgment  is  genuine. 

In  testimony  whereof,  I  have  hereunto  set  my 
hand  and  affixed  the  seal  of  the  said  Court  and 
County  the  29th  day  of  May,  1873. 

[l.  s.]  CHAS.  E.  LOEW, 

Clerk. 
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Schedule  B. 

(Referred  to  in  the  foregoing  Contract.) 

Contracts  of  The  New  York  &  Harlem  Eailroad  Company 
for  work  on  the  fourth  avenue  improvement. 

WITH.  DATE. 

1.  Egbert  H.  Fairchild  and  John  F.  Ward July  31,  1872. 

2.  The  Watson  Manufacturing  Company July  31,  1872. 

3.  Dillon,  Clyde  &  Co Nov.  11, 1872. 

4.  do"  „.„  .Jan.  11,  1873. 

5.  The   Warren  Foundry   and   Machine   Com- 

pany   March  29, 1873. 


The  amounts  involved  in  the  foregoing,  respectively,  at  the 
respective  times  they  were  entered  into,  were,  estimated  or 
specific,  as  follows  : 

No.  1.  Estimated $103,776  30 

"    2.  Specific 162,436  88 

"    3.        "      3,212,000  00 

"    4.        "      2,100,000  00 

"     5.  Estimated 225,000  00 

April  1st,  1873. 

The  New  York  &  Harlem  Railroad  Co., 

By  W.  H.  VANDEEBILT, 

Vice-President. 

The  New  York  Central  &  Hudson  River  Railroad  Co., 

By  C.  VANDERBILT. 

President. 
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Schedule  C. 

(Eeferred  to  in  the  foregoing  Contract.) 

Inventory  of  Personal  Property  op  The  New  York  and 
Harlem  Eailroad  Company. 


38  Locomotive  Engines  at  $8,000 .... 

One-third  interest  in  four  Switching  Engines  in  use 

at  the  "  Grand  Central  Depot" 

71  First  Class  Passenger  Cars  at  $3,00i) 


1,500. 
1,000. 
1,000. 
1,000. 
1,000 . 
1,000 . 

600. 

400. 

600. 


$304,000 

10,000 

213,000 

10,500 

4,000 

7,000 

16,000 

13,000 

26,000 

145,800 

243,600 

39,000 

15,000 
10,000 

15,000 
10,000 
2,000 
10,000 
10,000 

$1,103,900 

April  1st,  1873. 

The  New  York  and  Harlem  Eailroad  Co. 
By  W.  H.  VANDEEBILT, 

Vice-President. 

The  New  York  Central  and  Hudson  Eiver  Eailroad  Co. 

By  C.  VANDEEBILT, 

President. 


7  Smoking  and  Baggage 

4  Baggage  and  Mail 

7  Baggage 

16  Caboose  • 

13  Express 

26  Milk 

243  Box  Freight 

609  Platform  Freight 

65  Cattle 

Tools,  machinery  and  fixtures  in  machine  shop,  4th 

Avenue,  43d  and  44th  Streets 

Material  and  stock  in  same 

Tools,  machinery  and  fixtures  in  car  shop,  Central 

Morrisania. 

Materials  and  stock  in  same 

Eoad  tools  and  fixtures 

Material  and  stock  along  line 

Coal  and  wood  along  line 
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Schedule  D. 

(Eeferred  to  in  the  foregoing  Contract.) 

Parcels  of  Eeal  Estate  to  be  Conveyed  to  The  New  Yokk 
Centeal  and  Hudson  Eiver  Eail  Eoad  Company  in  fee. 

1.  All  that  part  of  lots  Nos.  26,  27,  28,  45  and  46  of  Block 
427,  (situate  on  the  north  side  of  Forty-second  street)  owned 
by  Tjie  New  York  and  Harlem  Railroad  Company. 

2.  Lots  Nos.  1,  2,  3,  4,  5  and  6  ;  that  part  of  lots  Nos.  67,  68 
and  69,  owned  by  The  New  York  and  Harlem  Eailroad  Com- 
pany, and  lots  Nos.  70,  71  and  72,  of  Block  No.  336,  (situate  at 
the  North-east  corner  of  Foity-second  street  and  Fourth 
avenue,)  subject  to  a  mortgage  executed  by  the  said  Company 
to  J.  H.  Ireland  and  others,  for  $15,000,  now  past  due. 

3.  All  that  part  of  Block  No.  428,  bounded  North  by  Forty- 
fourth  street,  East  by  Vanderbilt  avenue,  (so  called),  South  by 
Forty-third  street,  and  West  by  Madison  avenue. 

4.  All  that  part  of  Block  No.  429,  owned  by  The  New  York 
and  Harlem  Eailroad  Company,  being  a  strip  15  feet  wide, 
fronting  on  Vanderbilt  avenue  (so  called)  and  running  from 
Forty- fourth  to  Forty-fifth  street. 

5.  Lots  Nos.  27,  28,  29,  30,  31  and  32,  of  Block  No.  433  (sit- 
uate on  the  North  side  of  Forty-eighth  street),  subject  to 
$47,000  of  a  mortgage  for  $87,000,  executed  by  the  said  Com- 
pany to  Charles  Sandford,  due  May  11th,  1874,  the  remainder 
of  said  mortgage  ($40,000)  being  included  in  the  foregoing 
schedule  marked  "A." 

6.  Lots  Nos.  68,  69,  70,  71  and  72,  of  Block  No.  416  (situate 
at  the  South-east  corner  of  Fourth  avenue  and  One  Hundred 
and  Twenty-sixth  street.) 

7.  All  the  lots  or  parts  of  lots  owned  by  The  New  York  and 
Harlem  Eailroad  Company,  situate  east  of  4th  Avenue  and 
between  132d  and  133d  Streets. 

8.  All  the  lots  or  parts  of  lots  owned  by  the  said  company , 
situate  east  of  4th  Avenue  and  north  of  133d  Street. 

[All  the  property  described  in  this  schedule  is  situate  in  the 
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City  of  New  York— the  last  two  parcels  are  sometimes  called 
"  Harlem  Bridge  Lots."] 
April  1st,  1873. 

The  New  Yoek  and  Harlem  Eailroad  Company. 
By  W.  H.  VANDEEBILT, 

Vice-  President. 

The  New  Yoek  Central  and  Hudson  Eiver  Eailroad  Co. 

By  C.  VANDEEBILT, 

President. 


Schedule  E. 

(Eef erred  to  in  the  foregoing  Contract.) 

Bonds  and  Mortgages  to  be  assigned  to  The  New  York  Cen- 
tral and  Hudson  Eiver  Eailroad  Company. 

By  whom  given.  Amount  pincipal  unpaid. 

Leroy  N.  Shear  au.d  Thomas  Keech $234,000  00 

The  Eector,  Church  Wardens  and  Vestry  of  St. 

Bartholomew's  Church 135,000  00 

Webster  Wagner 95,625  00 

John  B.  Dutcher,  Archibald  M.  Allerton  and 
Win.  C.  Moore  (being  the  one-half  thereof 
owned  by  the  New  York  and  Harlem  Eail- 
road Company 18,193  53 

$482,818  53 
April  1st,  1873. 

The  New  York  and  Harlem  Eailroad  Co. 

By  W.  H.  VANDEEBILT, 

Vice-President. 

The  New  York  Central  and  Hudson  Eiver  Eailroad  Co. 

By  C.  VANDEEBILT, 

President. 
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Exhibit  STo.  2.— June  24, 1879. 

Baltimore  &  Ohio  Eailroad  Company's  Tariff  of  Charges  at 
Locust  Point  Elevators,  to  take  effect  Wednesday,  Novem- 
ber 10th,  1875. 

1.  On  grain  from  cars,  inspected  in  good  condition  only. 
Receiving,  weighing,  delivery  to  carts  or  vessels,  wharfage  on 
the  grain  and  storage  for  first  ten  (10)  days,  or  parts  of  the 
same,  one  and  one-fourth  (l|)  cents  per  bushel,  to  be  paid  by 
the  consignees  of  the  grain. 

2.  Same  from  vessels,  when  received,  one  and  one-half  (1^) 
cents  per  bushel. 

3.  Each  succeeding*  ten  (10)  days,  or  parts  of  the  same, 
three-eighths  (f )  of  one  (1)  cent  per  bushel. 

4.  Delivering  in  Bags,  including  sewing  or  tying,  with  spe- 
cific weight  in  each  bag,  one  (1)  cent  per  bushel  additional. 
Delivering  in  bags,  including  sewing  or  tying,  without  specific 
weight  in  each  bag,  five-eighths  (|)  of  one  (1)  cent  per  bushel 
additional. 

5.  Screening  and  blowing,  one-fourth  (^)  of  one  (1)  cent  per 
bushel. 

6.  Vessels  delivering  or  receiving  grain,  to  pay  Baltimore 
City  rates  of  wharfage  in  addition  to  above  charges. 

7.  The  Company  reserves  the  right  to  decline  to  receive  or 
store  usound  or  unmerchantable  grain,  or  grain  from  vessels. 

8.  All  grain  that  may  become  heated  or  out  of  condition 
while  in  store,  will  be  charged  one  (1)  cent  per  bushel  for  each 
five  (5)  days  or  parts  thereof  that  said  grain  may  remain*  in 
store,  five  (5)  days  after  notice  has  been  posted  upon  the  Bul- 
letin Board  of  the  Baltimore  Corn  and  Flour  Exchange  that 
such  grain  has  become  heated,  or  out  of  condition. 

'  9.  No  grain  will  be  received  in  store  until  it  has  been  in- 
spected and  graded  by  authorized  Inspectors,  unless  by  spe- 
cial agreement. 

10.  All  grain  received  will  be  subject  to  the  ove  rules  and 
the  conditions  of  the  warehouse  receipts. 

11.  Warehouse  receipts  will  be  issued  only  by  the  Superin- 
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tendent'of  the'Elevator  at  his  office,  upon  the  payment  of  freight 
and  charges. 

N.  GUILFORD, 

General  Freight  Agent, 
Baltimore. 

Feed.  A.  Wheelek, 

Superintendent  of  Elevators, 

Office,  No.  4  South  Holliday  Street, 

Baltimore. 


Charges.    International  Navigation  Company's  Girard  Point 
Grain  Elevators,  Philadelphia.     1878. 

Receiving,  Weighing  and  Storing  from   Cars, 

including  first  10  days'  Storage,  and  Delivery 

to    Vessel 1^  c.  ft  bushel. 

Receiving,  Weighing  and  Storing  from  Vessels, 

and  including  first  10  days'  Storage 2     "         " 

Delivering  same  to  Vessels  \     "         " 

Every  succeeding  10  days'  Storage f     " 

Blowing,  on  delivery  or  in  Store \     "        " 

(Grain   will   only   be    Screened  and    Blown 
when  practicable.) 
Weighing  and  Transferring  in  Store  \\     " 

Weighing  and  Delivering  in  bags,  including  sewing  or  tying, 
with  specific  weight  in  each  bag,  one  cent  per  bushel 
additional. 

Weighing  and  delivering  in  bags,  including  sewing  or  tying, 
without  specific  weight  in  each  bag,  five-eighths  of  one  cent 
per  bushel. 

Wharfage  will  be  charged  on  sailing  vessels  at  the  Com- 
pany's Docks,  $2.00  per  day. 

PETER  WRIGHT  &  SONS, 

General  Agents, 
307  Walnut  street,  Philadelphia. 
O.  B.  Rowley, 

Manager,  (Room  23.) 

30 
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N.  ¥.  Central  &  Hudson  River  R.  R.  Elevator,  60th  street, 
(North  River.)  Rules  and  Tariff  of  Charges  to  take  effect 
January  1,  1877. 

Rule  1. — Grain  subject  by  Rail  Road  Bills  of  Lading  to  a 
free  lighterage,  will  be  held  in  Elevator  or  Lighters  four  days 
(exclusive  of  Sundays  and  legal  holidays),  including  the  date 
of  the  certificates,  free  of  charge.  Consignees  electing  to  have 
such  grain  remain  in  store  subject  to  the  N.  Y.  Central  and 
Hudson  River  R.  R.  Elevator  rates  of  storage,  and  at  owner's 
risk  of  fire  or  loss  by  heating,  will  be  granted  a  free  lighterage, 
when  same  shall  be  delivered  from  Elevator,  provided,  however, 
that  such  grain  inspects  in  good  order  on  its  arrival,  and  a  no- 
tice to  store  be  given  before  such  grain  is  received  in  Elevator, 
storage  of  same  to  commence  on  date  of  receipt  or  delivery 
into  Elevator. 

Rule  2. — All  grain  placed  in  store  on  storage  by  Consignee, 
as  provided  in  Rule  one  (1)  shall  be  at  owner's  risk  of  fire,  or 
loss  by  heatiug. 

Rule  3. — All  grain  in  store,  subject  to  a  free  lighterage,  will 
be  subject  to  a  delivery  afloat  at  my  option. 

Rule  4. — All  grain  of  the  same  kind  and  grade,  without  re- 
gard to  ownership,  after  the  same  has  been  inspected  and 
graded,  in  accordance  with  the  rules  of  the  Produce  Ex- 
change, will  be  stored  and  put  in  bins  of  like  kind  and 
grade. 

Rates  of  Storage,  &g. 

No.  1. — Receiving,  weighing  and  storing  for  first  ten  (10) 
days  or  any  part  thereof,  one-quarter  (I)  of  a  cent  a  bushel, 
and  one-quarter  (|)  of  a  cent  a  bushel  for  all  subsequent  ten 
(10)  days  or  parts  of  same,  so  long  as  such  grain  remains  in 
store  and  in  good  order.  • 

Nu.  2. — Receiving,  weighing  and  storing  for  grain  in  lots  of 
less  than  five  (5)  cars,  not  graded,  and  in  good  order,  one- 
quarter  (5)  of  a  cent  a  bushel  for  first  ten  (10)  clays,  or  any 
parts  thereof,  and  one-half  (£)  of  a  cent  per  bushel  for  all  sub- 
sequent five  (5)  days  or  parts  thereof. 

No.  3. — Receiving,  weighing  and  storing  grain  from  vessels 
or  canal  boats,  in  good  order,  for  first  ten  (10)  days  or  any 
parts  thereof,  one  (1)  cent  per  bushel,  and  one-quarter  (^)  of 
a  cent   a  bushel  for   all   subsequent   ten  (,10)  days  or  parts 
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thereof,  so  long  as  such  grain  remains  in  store,  and  in  good 
order. 

No.  4. — Vessels  or  canal  boats  are  to  pay  shoveling  and 
trimming. 

No.  5. — Delivering  in  bags,  including  sewing  and  tying  with 
specific  weight  in  each  bag,  one  and  one-quarter  (l^)  cents 
per  bushel.  Delivering  in  bags,  including  sewing  or  tying, 
without  specific  weight  in  each  bag,  one  (1)  cent  per 
bushel. 

No.  6. — All  grain  run  to  special  bins  for  delivery  to  teams  in 
bulk,  will  be  subject  to  an  additional  charge  of  one-half  (£)  cent 
per  bushel. 

No.  7. — All  grain  becoming  heated,  or  out  of  condition  while 
in  store,  will  be  posted  on  Bulletin  Board  of  the  New  York 
Produce  Exchange,  and  all  such  grain  will  be  subject  to  a 
storage  charge  of  one  (1)  cent  per  bushel  for  each  five  (5)  days 
or  parts  thereof  it  may  remain  in  store  after  five  (5)  days  notice 
on  said  Bulletin  Board  may  have  been  given,  and  an  additional 
one  and  one-half  (1£)  cents  per  bushel  for  the  next  five  (5) 
days  or  parts  thereof,  and  two  (2)  cents  per  bushel  for  all  sub- 
sequent five  (5)  days  or  parts  thereof. 

No.  8. — Screening  and  blowing  one-quarter  (j)  of  a  cent  per 
bushel. 

No.  9. — All  grain  received  will  be  subject  to  the  above  Rules 
and  the  conditions  of  the  N.  Y.  Central  and  Hudson  River R.  R. 
Elevator  Receipts. 

GEO.  J.  WHITNEY, 
Office  cor.  "Whitehall  and  Water  Sts.,  New  York. 


Memorandum  of  Charges  on  7,999AJi  Bus.  Wheat,  Received 
at  Baltimore  from  B.  &  0.  R.  R.  Co.,  and  shipped  to 
Liverpool  per  s/s  Sarmatian  : 

Freight  $1,199  99 

Elevating,  f  c.  per  bus 69  99 

Inspection,  20c.  per  car 4  00 

Insurance,  20c.  per  $100 , 16  79' 

Tallying,  50c.  per  1,000  bus .  3  99 
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Storage,  |c.  per  bus 29  98 

Commission,  \o 40  00 

Baltimore,  December  7th,  1878. 

Memobandum  of  Chaeges  on  98,85  4.±*  Bus.  Corn,  Keceived 
at  Philadelphia,  per  Penna.  B.  B.  Co.,  from  Chicago  : 

Freight  and  charges  paid  P.  B.  E.  Co $11,045  90 

Elevator  charges  on  98,854. -^  bus.,  at  l|c.  per 

bus 1,235  69 

Fire  insurance,  82,766.^  bus.,  10  days,  $35,500, 

@  10c.  per  $100 35  50 

Fire  insurance,  16,088.**  bus.,  for  15  days,  $7,000 

@  13c.  per  $100 9  10 

Interest  on  freight  payments 30  82 

Extra  storage  on  16,088.**  bus.  @  |c 60  33 

Commission  for  handling,  |c 124  81 

$12,541  65 
Phila.,  June  6th. 
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Exhibit  STo.  1.— July  9,  1879. 

Contributions  in  aid  of  Railroads,  by  Donation  and  by  Invest- 
ment in  Stocks  and  Bonds,  by  the  Cities,  ¥oivns  and  Villages 
of  the  State  of  Neiv  York. 


County. 


(/Albany. . . . 
I.  Alleghany. , 

Broome.  .  .  . 
I'Cattaraugus 


City,  Town  and  Village. 


Amount. 


' Cayuga. 


Chautauqua . 


Chemung. . 
Chenango . 


City  of  Albany.  .  J. \ *'. 

Town  of   Amity. . .'  „ 

"         Angelica^-.  . ';*• 

Birdsall.? 

"        Caneadea.'l 

"         Hume.  .,•?.. 

City  of  Binghamtom.l 

Town  of  Colesville.  ?, 

"         Dayton. . .  .1..  7 

Ellicottville.'V 

"         Farmersville.l 

Franklinville^. 

Ischua f. . 

"        Machias ....  6 

Olean 7. 

Persia ? 

"         Yorkshire   . .? 

City  of  Auburn ! 

Town  of  Brutus J" 

"         Cato -. 

"         Genoa V. 

"         Ira : 

"         Locke - 

"         Mentz 7. 

"         Montezuma.? 

Moravia. . .  7 


Scipio i 

Springport, 
Stei "" 


erling 
Venice. . 
Town  of  Carroll. . . 
Charlotte 


Chautauqua. . .   . 
Cherry  Creek.:'. 

Clym'er K. 

Dunkirk {. 

Gerry Z . 

Pomfret 

Portland. ...  1 . 

Sherman .". 

Erin '., 

Horseheads. .  >'. 
Van  Etten. .  .  i . 

Afton. '.. 

Bainbridge. . . ': . 
Columbus. . .  . . . 

Greene :'. .. 

Guilford \ . 

Linckalean 


'•$1,246,000 
21,000 
65,000 

"20,000 

13,700 

9,000 

50,000 

40,500 

10,000 

24,000 

1,823 

5,000 

2,046 

10,500 

6,000 

28,400 

5,800 

600,000 
50,000 
30,000 

100,000 
40,000 
49,400 
30,000 
20,000 
84,000 
25,000 

100,000 
55,000 

100,000 
20,000 
34,000 

100,000 
47,080 
20,000 

125,000 
34,000 
60,000 
20,000 
80,000 
30,000 
25,000 
25,437 
30,000 
35,000 
40,000 

200,000 

180,000 
20,000 


00 

00 

00 

00 

00 

00 

00 

00 

00 

00/ 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00   . 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 
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Exhibit  No.  I.— (Continued.) 


County. 


Chenango  (continued). . . 


Clinton.  .  . 
Columbia. . 

Cortland. . 
Delaware 


Dutchess. 


City,  Town  and  Village. 


Erie. 


Essex. 


Town  of    McDonough 

"  New  Berlin. . . .  :^. 
"  North  Norwich  '.'. 
"         Norwich '1 , 

Otselic '.'.. 

"        Oxford '.  v . 

"         PharBalia  .....".. 

Pitcher C.\.. 

"         Plymouth,  i .  ,'F. . 

"        Preston { : . . 

"  Sherburne  .  .7.  . 
"        Smithville.    .  :d  .. 

Smyrna. . . ... '/. .  . 

Village  of  Norwich. . .  "-.? . . 
Town  of  Black  Brook. .'.... 

Peru '. . . . 

"      •Plattsburgh. .  .". 

"         Ancram .' . . . 

"  Chatham  .  .  ?.  .  . 
"  Uallatin.  :.•..'... 
"  New  Lebanon .  t.  . 
"'         Cincinnatus 

Cortlandville.  .f. . 

Cuyler J. . . 

Harford V    . 

Solon X.. 

Taylor (,.. 

Truxton   T  . . 

Andes L . 

Delhi "... 

"        Hamden ... 

"         Hancock '.  . 

Harpertfield. .  .-'.  . 

Middletown. . .  h  . 
"         Koxbury .',, 

Sidney f . . 

Stamford 7.  . 

Walton '. ;;: 

EastFishkill 

"        La  Grange ...   .  .1 

Noifth  East ?> 

"        Pine  Plains 

City  of  Poughkeepsie 

Town   of  Ehinebeck 

"        Stanford 

"         Washington. . .  ,$. 

City  of  Buffalo /. . 

Town   of  Collins ?-. . 

Eden .-, . 

Village  of  Gowanda : . . 

Town   of  Crown   Point...1.. 
"        Chesterfield. . .  .1-  . 

"      Jay I. 

"        Moriah .'. 

"    Ticonderoga 


Amount. 


$20,000  00 

150,000  00 

100,000  00 

371,600  00 
83,700  00 

200,000  00 

21,500  00 

6,000  00 

100,000  00 
19,000  00 

140,000  00 
83,000  00 

1 20,000.  00 
75,000  00 
20,000  00 
J0.000  00 

200,000  00 
30,875  00 
53,500  00 
27,000  00 

100,000  00 
44,500  00 

250,000  00 
64,000  00 
40,000  00 
44,800  00 
20,000  00 

124,000  00 
98,000  00 

245,800  00 

100,000  00 

100.000  00 
95,000  P0 
90,000  00 

114,000  00 
56,500  00 
90,000  00 

165  000  00 
18,750  00 
16,800  00 
22,000  00 
14,000  00 

600,000  00 
6,000  00 
30,750  00 
27,400  00 
1,015,000  00 
16,000  00 
40,000  00 
15,000  00 
50,000  00 
25,000  00 
25,000  00 

100,000  00 
40,000  00 
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Exhibit  No.  1. — (Continued.) 


County. 


Essex 

Franklin 

Fulton 

Genesee 

Greene 

Herkimer 

Jefferson 


Lewis 

LivingBton . 


Madison . 


Monroe. 


City,  Town  and  Village. 


Town  of   Weslport. . . .- 

"         Wilmington   ...    . 

Donation  of  about  20  acres  of  land  by  in- 
dividuals in  the  village  of  Malone  to 
Ogdensburg  &  Lake  Charnplain  E.  R. 
Co,,  in  1849,  valued  at  the  time  at. . . 

Town   of  Johnstown ...,_' 

|         "         Northampton . : 

Le  Roy '. 

"         Pavilion y 

Village  of  Le  Roy. 

Town    of    Halcott  . . .  I 

"        Columbia \, 

"         German  Flats. . ."" 

Winfield ,-: 

Village  of  Frankfort '~. 

Town  of  Alexdrandi*. . . .'. 

Champion V. 

"         Clayton '. 

I         "         Hounsfield . . . .  :\ 

"         Orleans C 

"         Philadelphia. . .  :   

"         Theresa 

'•         Watertown ....'{ 

City  of  Watertawn 1 

Town  of  Wilna .-' 

Village  of  Clayton     . . 

"         Sackett's  Harbour.  :r 

Town   of  Diana I 

"         Lowville % 

Martinsburgh 3 

"         Mount  Morris ...   J. 

"         North  Dansville ..." 

"         Nunda ': 

"         West  Sparta : 

York ' 

"        Cazenovia .' 

"         De  Ruyter %. 

"         Eaton /.  

'         Fenner  '.'. 

"        Georgetown -. 

"         Lebanon \ 

"         Madison .' 


New  Vork. 


Nelson 

"        Stockbridge. . 
Village  of  Canastota. . .  . 

"        De  Ruyter. .  , 

"        Hamilton. . . . 

"        Oneida 

Town  of  Chili 

"        Hamlin }. 

City  of  Rochester ^ 

Town  of  Webster .^ 

"        Wheatland ^ 

City  and  County  of  New  York. .' 


Q 
I 


Amount. 


$40,000  00 
4,000  00 


5,000  00 

175,600  00 

20,000  00 

99,000  00 

40,000  00 

15,437  00 

10,000  00 

9,832  00 

32,000  00 

65,000  00 

2,000  00 

60,000  10 

33,700  00 

100  000  00 

75,000  00 

80,000  00. 

30,000  00 

60,000  00 

35,700  00 

262,300  00 

92,500  00 

10,000  00 

5,692  00 

45,000  00 

85,500  00 

9,000  00 

93,000  00 

90,000  00 

71,000  00 

6,000  00 

100,000  00 

148,900  00 

.102,300  00 

150,000  00 

20,000  00 

29,400  00 

125,000  00 

85,000  00 

49,475  00 

143,000  00 

50,000  00 

20.000  00 

56,000  00 

30,000  00 

20,000  00 

80,000  00 

928,000  00 

30,000  00 

72,084  00 

3,197,088  78 
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Exhibit  No.  1. — (Continued.) 


County. 

City,  Town  and  Village. 

Amount. 

Town  of  Lewiston. .'. . 
"        Newfane.  .  J--  ■ . 

$163,280  00 

88.000  00 
90,000  00 

Wilson.. .% 

180,650  00 

44,000  00 

t 

50,000  00 

"         Paris 

• 

80,000  00 
150,000  00 

j 

60,000  00 

j 

100,0(10  00 

City  of  Utica 

.7 

950,000  00 
68,500  00 

"         "Westmoreland, 

i 

40,000  00 
100,000  00 

2 

120,000  00 

3 

3,000  00 

..1 

1,000,000  00 

99,905  00 

"         Naples 

50,000  00 
50,095  00 
64,625  00 

"         Minisink 

*'         Montgomery. . . 

"Walkill 

Kendall 

1 

I 
3 

80,000  00 

200,000  00 

75,000  00 

120,000  00 

300,000  00 

60,700  00 

126,250  00 

1 
1 

87,500  00 
60,000  00 

;i 

105,000  00 

-- 

30,000  00 

1,100,000  00 

35,612  00 

80,000  00 

3 

80,000  00 

^ 

50,000  00 

20,000  00 

300,000  00 

"         West  Monroe.. 

. .  /K  , .  n  .  .-$ 

40,000  00 
6,000  00 

"tiJ* 

20,000  00 

Town  of  Cherry  Valley. 

/ 

135,000  00 

z. 

12,100  00 

S 

40  000  00 

H 

69,000  00 

Middlefield 

f 

40,000  00 

'j> 

60,000  00 
35,900  00 

-7 

1 

1 

5,000  00 
170,000  00 

Pittsfield 

,3 

40,000  00 

Plainfield :\ 

25,000  00 

Richfield 

100,000  00 

"        Unadilla...... 

r 

25,051  00 

„  < 


242 


Exhibit  No.  1. — {Continued.) 


County. 


Otsego  (continued) 
Rensselaer 

Saratoga 

Schenectady 

Schoharie 


Seneca. 


Steuben 


Town  of   Westford !;. 

"        Worcester /. 

Village  of  Richfield  Spring.  ...i 
Town  of  Berlin ] .  . 

"        Petersburgh <2.    . 

"         Stephentown 3... 

City  of  Troy H. . . 

Town  of  Saratoga ' . . . 

Town  of  Duanesburgh 

City  of  Schenectady. . .  .  ,T.  .  r-  . . 
Town  of  Cobleskill :' . . . 


St.  Lawrence 

Suffolk  ..    .. 
Sullivan 


Tioga. 


Tompkins 


w 


City,  Towx  and  Village. 


2- 


Gilboa. 
"        Middleburgh . . 
"        Richmondville 
"         Schoharie. . . . 
"        Seward 

Sharon 

"        Covert 

Ovid 

"         Seneca  Falls . . 
Same  town  also  gave  to  N.  Y.  C.  <fe  H. 

R.  R.,  use  of  Park,  worth 

Town  of '  Bradford ' 

"         Corning .*". 

"         Greenwood P. 

"         Hornellsville ...      

"         Urbana '. 

"         Wayne." -" 

"         West  Union 

Village  of  Bath ? 

*       Hornellsville.  . .  f 

Town  of   Edwards I 

"        Hammond 7". 

"         Morristown ' 

"         Smithtown .' 

"        Southampton  . .  f 

"         Fallsburgh '. 

.     "        Forrestbungh . . .' 

"         Liberty -. 

"         Uamakating '.' 

"         Rockland 

"         Thompson ; 

"        Berkshire / 

"        Newark .- 

"        0  wego ? 

Kichford. /v  . . .  v  

"        Spencer f 

Endfield '. 

Groton 

"        Ithaca 

"        Lansing '. 

"        Newfield 

"        Ulysses ,.'... 

Village  of  Ithaca 


Amount. 


$15,700  00 
21,000  00 
21,500  00 
60,000  00 
20,000  00 
31,400  on 

218,000  00 

100,000  00 
30,000  00 

100,000  00 
8,900  00 
18,400  00 
18,420  00 
46,000  00 
13,600  00 
32,400  00 
23.750  00 

100,000  00 
50,000  00 
60,000  00 

200,000  00 

1,000  00 
24,000  00 
60,000  00 
34,200  00 
70,000  00 
40,000  00 
30,000  00 
14,000  00 
40,000  00 
10,000  00 
25,000  00 
58,800  00 
20,000  00 
50,000  00 

100,200  00 
99,507  00 
23,000  00 

108,500  00 

175,000  00 
34,200  00 

148,000  00 
37.000  00 
45,600  00 

290,000  00 
45,000  00 
25,000  00 
25,000  00 
65,000  00 

400.000  00 

175,000  00 
52,000  00 
76,000  00 

100,000  00 
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Exhibit  No.  1. — (Continued.) 


V 


County. 

City,  Town  and  Village. 

Amount. 

Ulster 

Town 

ft 

Cityc 
Town 

(( 
tt 

t( 
tt 

tt 

ft 

Villao 
Town 

tt 

Add 

i 

$82,641  00 

200,000  00 

600,000  00 

124,000  00 

Olive -: 

75,000  00 

Shawangunk.  .0. 

92,800  00 

40,000  00 

116,000  00 

259,000  00 

108,000  00 

Fort  Edward.  .S 

6,000  00 

12,000  00 

Greenwich ....'. 

60,000  00 

25,000  00 
12,000  00 

Whitehall.../". 

10,000  00 

122,000  00 

150,000  00 

85,000  00 

190,600  00 

1 
Wyoming 

Wolcott  ;i 

of   Arcade '. 

60,000  00 

128,000  00 

2,000  00 

50,000  00 

20,000  00 

45,000  00 

Eagle y 

Middlebury. ."  

30,000  00 
60,000  00 
50,000  00 

Warsaw 7 

100,000  00 
20,000  00 

120,000  00 
50,000  00 
30,000  00 

Potter ^ 

Total 

$30,978,905  78 
9,060,591   04 

;o  this  the  aid  furnished  by  the 
State 

Grand  Total 

$40,039,496  82 

Of  this  amount  there  remained  June  1,  1875,  unpaid,  and  a  debt 
upon  the  Cities,  Towns  and  Villages  above  named,  the  sum  of. .  $29,963,115  78 


List  of  Railroads  which  have  received,  aid  by  donations  and  by 
investments  in  stocfcs  and  bonds  from  tlie  State,  Cities,  Towns 
and  Villages  of  New  York  : 

3  ^Rochester,  Nunda  &  Pennsylvania  Railroad. 
3-J  Belmont  &  Buffalo  Railroad. 

jake  Ontario,  Auburn  &  New  York  Railroad. 
Southern  Central  Railroad. 
llOayuga  Lake,  Railroad. 
f  New  York  &  Oswego  Midland  Railroad. 
3 Optica,  Ithaca  &  Horseheads,  now   called  Utica,  Ithaca  & 
Elmira  Railway  Company. 

^Geneva,  Ithaca  &    Athens,  now  called  Geneva,   Ithaca  & 
Sayre  Railroad  Company. 

2.Albany   &   Susquehannah,  leased  to  Delaware    &  Hudson 
Canal  Company. 
1  "^Central  Valley  Railroad. 

?.2.Greene  Railway  leased  to  Delaware,  Lackawanna  &  Western 
Railroad. 

/VUtica,  Chenango  &  Susquehannah  Valley  Railroad. 
/<?Plattsburgh  &  Whitehall  Railroad. 
f#New  York  &  Canada  Railroad. 

£/Rondout  &  Oswego,  now  Delaware  &  Ulster  Railroad. 
l^New  York  &  Harlem  Railroad. 
/  SUtica,  Clinton  &  Binghamton  Railroad. 
/^Utica  &  Black  River  Railroad. 
2*Rome  &  Clinton  Railroad. 

Zf  Lake  Ontario  Shore,  now  part  Rome,  Watertown  &  Ogdens- 
burg  Railroad. 
J^Harlem  Extension. 

?i"Schuylerviile  &  Upper  Hudson  Railroad, 
if  Schenectady  &  Duanesburgh  Railroad. 

Pennsylvania  &  Sodus  Bay  Railroad. 

New-Yerk-Gen^TBi~-^H4id«i3n-R4v^r--^ailr0ad. 
1 7  Ogdensburg  &  Lake  Champlain  Railroad. 
*  ySodus  Bay  &  Corning  Railroad. "~ 
jfHochester,  Hornellsville  &  Pine  Creek  Railroad. 
3/ Bath  &  Hammondsport  Railroad. 
/*Ithaca  &  Athens  Railroad. 
If  Ithaca  &  Cortland  Railroad. 
j^Walkill  Valley  Railroad. 
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£7&lens  Falls  Bailroa.l. 
TSodus  Point  &  Southern  Railroad. 
^Rochester  &  State  Line  Railroad. 
^Buffalo,  'New  York  &  Philadelphia  Railroad. 
_?*~A.ttica  &  Arcade  Railroad. 
^(Delaware  &  Hudson  Canal  Company. 

Auburn.-&_Sy-raeuse-Railroad,-  now  -part-Ne^r  York  -Ceutral- 
&  Hudson-River— Railroad—  K 

Auburn^JElachester-Railroadj- now -part -New- York  Central 
&  Hudson  River  Railroad. 

Tonawanda- Railroad,  now-par-b-New  York  Central  &  Hudson 
Rwe*— Railroad. 

sidT-noif-^part-^feiv-Y-ork— Cen-t)?ail- 

J^iong  Island  Railroad. 

NewYrrrk  <fe  Erie— Railroad-rnow  New  York,  Laktf~Erie-""& 
Wesfcenrr 

Ithaca  &   Owpgn  Raikoady-af-terwards-Cayuga-  &  Susqne- 
hanaah— Railroad. 

Ganraj©hfl#ie--&-CatskiU— Railroad.- — 

Hudsefi-&~-Ber-kshire  Jlailroad. 
J"Dunkirk,  Warren  &  Pittsbugh  Railroad. 
JfiBuffalo  &  Oil  Creek  Cross  Cut  Railroad. 
3  Buffalo  &  Jamestown  Railroad. 
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Exhibit  J\To.  2.— July  9,  1879. 


State  of  New  York, 

Comptroller's  Office, 


} 

Albany,  July  3,  1879. 

Simon  Sterne,  Esq., 

614  Fifth  Ave.,  New  York. 
Dear  Sir, — Your  esteemed  favor  of  2d  inst.  is  received. 
From  the  records  of  this  office,  it  appears  that  by  authority 
of  Chapter  62,  Laws  of  1827,  State  stocks  were  issued,  paya- 
ble to  the  order  of  the  Delaware  and  Hudson  Canal  Company, 
and  bearing  five  per  cent,  interest,  payable  quarterly,  at  the 
office  of  the  said  company  in  New  York  City,  and  redeemable 
after  1847,  as  follows  : 

1827— March  26 $100,000  00 

1828— January  18 400,000  00 

Also,  as  authorized  by  Chapter  346, 
Laws  of  1829,  bearing  interest 
at  4£  per  cent.,  payable  quar- 
terly as  above,  and  redeemable 

after  1849 300,000  00 

It  further  appears  that  the  State  assumed,  under 
Chapter  34,  Laws  of  1830,  in  consideration 
of  transfer,  by  said  company  to  the  State,  of 
title  to  certain  real  estate  in  1845,  August  14.  $7,000  00 
1848— September  30.  Stock  certificates  {5%) 
paid  by  the  company,  and   returned  to  this 

office,  were  cancelled,  amounting  to 492,130  56 

1850 — September  28.      Certificates  (5%)  were  so 

returned  and   cancelled 869  44 

Also  at  same  date,  4£  per  cent,  certificates  were 

returned  and  cancelled  to  amount  of  .....      300,000  00 


$800,000  00 


Respectfully  yours, 

F.  P.  Oloott, 

Comptroller. 
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Exhibit  No.  3.— July  9, 1879. 

Form  of  Annual  Railroad  Report  under  Pennsylvania  Statute,  1877  : 


General  Balance  Sheet,  January  1st,  187 


Arrange  accounts  on  the  debit  side  of  the  Gen- 
eral Balance  Sheet,  in  the  following  order  : 

First.  Enter  those  accounts  which  represent 
permanent  investments,  construction,  roads  pur- 
chased, equipment,  real  estate,  bridges  not  in- 
cluded in  construction  accounts,  steamboats, 
transportation  lines,  and  stocks  and  bonds  not 
held  as  temporary  investments. 

Second.  Materials  on  hand,- as  per  inventory,  such 
as  iron,  supplies,  &c,  &o. 

I 

Third.  Accounts  which   represent    assets,   relied 
upon  to  cancel  debts,  or  to  make  cash  disburse- 
ments, such   as   cash,   notes  receivable,  ledger 
balances  collectible  from  corporations  and   in 
dividuals,  &c,  &c. 

Fourth.  Sinking  funds  in  hands  of  Trustees. 

Fifth.  Profit  and  loss  ;  or  deficit,  if  any  exists. 


General  Balance  Sheet,  January  1st,  187 


Arrange  accounts  on  the  credit  side  of  the  Gen- 
eral Balance  Sheet,  in  the  following  order : 

First.  Enter  capital. stock. 

Second.  Funded  debt. 

Third.  Unfunded  debt,  incurred  for  construction, 
equipment,  or  purchase  of  property. 

Fourth.  Accounts  which  represent  other  debt  lia- 
bilities, such  as  balances  due  corporations  or 
individuals,  unclaimed  dividends,  &c,  &c. 

Fifth.  Accounts  which  represent  surplus,  such  as 
profit  and  loss,  surplus,  reserve,  premium  on 
canital  stock.  &c. 
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Exhibit  No.  4.— July  10,  1879. 

Erie  Railway  Company. — Amended  Scheme  of  Reconstruction. 
—First  Consolidated  Mortgage  and  6  per  cent.  Sterling 
Bonds. 

I. — No  reduction  in  the  rate  of  interest  of  the  First  Consoli- 
dated Eonds.  The  holders  of  the  Sterling  6  per  cent.  Loan 
Bonds  to  be  entitled  to  the  same  rights  as  if  their  bonds  were 
(and  for  the  purposes  of  this  Scheme  they  shall  be  deemed  to 
have  been)  exchanged  for  First  Consolidated  Mortgage  Bonds, 
on  1st  September,  1875;  cobsequently  their  bonds  will  carry 
interest  at  the  rate  of  6  per  cent,  up  to  and  inclusive  of  that 
date,  and  thereafter  at  7  per  cent. 

II. — The  First  Consolidated  Mortgage  Bonds  to  fund  and  be 
paid  their  coupons  as  follows  : 

To  be  Funded. 
Coupons  falling  due. 

1875 1  st  September. 

1876 1st  March. 

1877 1st  March. 

1877 1st  September. 

1878 : 1st  September. 

1879 1st  September. 

To  be  paid  in  Cash. 
Coupons  falling  due. 

1876 1st  September,  but  to  be  paid 

on  1st  December,  1876. 

1878 1st  March. 

1879 : 1st  March. 

1880 1st  March. 

And  thereafter  all  coupons  as  they  fall  due. 

But  if,  through  the  continuance  of  the  present  Railroad 
competition,  the  Receiver  should  not  be  able  to  provide  for  the 
payment  of  the  first  coupon  on  the  1st  December,  18'i  6,  the 
Reconstruction  Trustees  to  have  power,  at  the  request  of  the 
Receiver,  to  extend  the  time  for  payment  to  the  1st  March,  1877. 

III. — Coupon  bonds  (either  those  of  the  present  company  or 
of  any  new  company  formed  for  the  working  of  the  Railway 
under  foreclosure)  to  be  issued   in  exchange  for  the   funded 
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Coupons  mentioned  in  Clause  II.,  the  same  to  be  payable  in 
gold  on  1st  September,  1920,  (the  due  date  of  the  1st  Consoli- 
dated Bonds,;  with  interest  thereon  in  the  meantime  at  7  per 
cent,  per  annum,  and  to  be  secured  by  a  deposit  of  the  funded 
Coupons  ;  these  Coupon  Bonds  to  bear  interest  on  their  entire 
amount  from  1st  September,  1877,  that  being  about  the  mean 
date  of  the  funded  Coupons. 

IV. — The  holders  of  the  1st  Consolidated  Mortgage  Bonds 
to  deposit  forthwith,  with  the  Beeonstruction  Trustees  herein- 
after named,  their  six  Coupons  intended  to  be  funded  as  men- 
tioned in  Clause  II.,  receiving  in  exchange  Certificates  repre- 
senting them,  pending  the  creation  of  the  new  Coupon  Bonds ; 
and  also  to  sign  the  accompanying  form  of  assent,  in  order  to 
facilitate  arrangements  being  made,  and  the  requisite  authority 
of  the  Court  being  obtained,  for  the  payment  in  cash  of  the 
Coupons  above  mentioned. 

Second  Consolidated  Mortgage  and  Gold  Convertible 

Bonds. 

V. — The  holders  of  the  2d  Consolidated  and  Gold  Converti- 
ble Bonds  to  fund  their  Coupons  as  follows  : — 

The  2d  Consolidated  to  fund  10  half-yearly  Coupons  from 
1st  June,  1875,  to  1  st  December,  1879,  both  inclusive,  and  the 
Gold  Convertible  to  fund  18§  quarterly  Coupons,  viz.  :  from 
1st  July,  1875,  to  1st  December,  1879,  both  inclusive. 

VI. — These  Coupons  to  be  funded  at  the  present  rate  of  in- 
terest of  the  Bonds,  viz.:  7  per  cent.,  which  will  make  a  total 
of  35  per  cent,  in  the  case  of  the  2d  Consolidated  and  32|  per- 
cent, in  the  case  of  the  Gold  Convertible,  for  which  amounts 
Funded  Coupon  Bonds  to  '  be  issued,  bearing  interest  at  the 
reduced  rate  of  5  per  cent,  from  1st.  December,  1877,  to  1st 
June,  1883,  and  thereafter  6  per  cent.  If  the  Beceiver  should 
require  the  pa)7ment  of  the  first  Coupon  on  these  Bonds  which 
will  fall  due  on  1st  June,  1878,  to  be  postoponed  for  six 
months  the  Beeonstruction  Trusteees  to  be  empowered  to 
grant  that  time. 

VII. — The  principal  of  the  Second  Consolidated  and  Gold 
Convertible  Bonds,  to  be  represented  by  new  Second  Consoli- 
dated Mortgage  Bonds,  bearing  interest  at  6  per  cent,  from  1st 
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December,  1879,  and  maturing  1st  December,  1969 ;  the  Funded 
Coupon  Bonds  under  Clause  VI.  to  mature  at  the  same  date, 
and  rank  pari  passu  with  them. 

VIII. — In  the  case  of  the  Second  Consolidated  and  Gold 
Convertible  Bonds,  it  is  essential  that  the  bonds  themselves, 
with  all  coupons  attached  (aDd  not  the  funded  coupons  alone, 
as  in  the  case  of  the  First  Consolidated  Bonds),  should  be 
forthwith  deposited  with  the  Reconstruction  Trustees,  who  will 
give  Certificates  in  exchange  pending  the  conversion  into 
securities  of  the  new  company. 

Foreclosure. 
IX. — The  property  of  the  company  to  be  foreclosed  by  or 
under  the  direction  of  the  Reconstruction  Trustees,  who  shall 
use  such  bonds  and  coupons  as  shall  be  deposited  with  them 
as  they  may  deem  advisable,  for  the  purpose  of  buying  in  the 
Railway  after  foreclosure.  If  the  railway  is  bought  in  after 
such  foreclosure,  a  new  company  shall  be  formed  to  hold  and 
work  it.  Such  foreclosure  to  be  obtained  under  such  one  or 
more  of  the  existing  mortgages  as  the  Reconstruction  Trustees 
may  be  advised  will  best  carry  this  scheme  into  effect. 

Fractions  of  Bonds. 
X. — Vouchers  exchangeable  in  suitable  amounts  for  bonds  to 
be  given  for  fractions  for  which  bonds  cannot  be  given  as 
above.  The  Reconstruction  Trustees  may,  at  their  discretion, 
sell  the  bonds  held  against  such  fractional  vouchers  and  divide 
the  proceeds  among  the  holders  of  the  Vouchers. 

Shares. 

XL — One-half  of  the  Shares  of  the  new  company,  whether 
preference  or  ordinary,  to  be  issued  in  the  names  of  one  or 
more  sets  of  Trustees,  hereinafter  called  Voting  Trustees,  who 
shall  hold  the  same  for  the  purpose  of  exercising  the  voting 
power  thereon  until  the  dividend  has  been  paid  on  the  Prefer- 
ence Shares  for  three  consecutive  years  ;  Certificates  being 
issued  for  the  same,  which  shall  entitle  the  holders  to  receive 
from  the  Trustees  all  dividends  declared  in  respect  of  the  Shares 
held  in  trust. 

XII. — The  Voting  Trustees,  or  each  set  of  them  to  be  named 
in  the  first  instance  by  the  Reconstruction   Trustees   for  the 
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time  being,  and  to  be  empowered  to  fill  up  their  own  vacancies  ; 
every  Voting  Trustee  to  be  a  substantial  Bondholder  at  the 
time  of  his  appointment,  and  to  resign  in  the  event  of  his  ceas- 
ing to  be  such. 

XIII. — The  Shareholders  of  the  present  Company  to  be  re- 
admitted to  shares  of  equal  amounts,  preference  for  preference, 
and  ordinary  for  ordinary,  but  represented  as  to  one-half  by 
Certificates  under  Clause  XI. ;  the  Preference  Shares  to  carry 
dividends  at  6  per  cent,  per  annum,  payable  in  currency,  and 
dependent  on  the  net  earnings  of  the  Company  in  each  year  ; 
such  readmission  to  be  conditional  on  the  payment  of  $3  gold 
per  preference  Share,  and  $6  gold  per  ordinary  Share,  on  or 
before  1st  March,  1877.  The  shareholders  making  such  pay- 
ments to  receive  for  the  amount  thereof  non-cumulative  Income 
Bonds,  without  mortgage  security,  payable  in  gold  on  1st  June, 
1977,  and  bearing  interest  from  I  st  December,  1879,  also  pay- 
able in  gold,  at  6  per  cent,  per  annum,  dependent  on  the  net 
earnings  of  the  Company  in  each  year. 

XIV. — Nevertheless,  it  shall  be  at  the  option  of  any  Share- 
holder to  pay,  on  or  before  1st  March,  1877,  only  $2  gold  per 
preference  Share,  or  $4  gold  per  ordinary  Share  ;  and  in  that 
case  he  shall  be  readmitted  to  his  Shares,  but  shall  receive  no 
Income  Bonds. 

XV. — A  further  but  final  period,  to  be  hereafter  fixed  by  the 
Keconstruction  Trustees  and  the  Beceiver,  will  be  allowed  be- 
yond the  1st  March,  1877,  for  the  payment  of  the  amounts 
payable  on  the  shares  under  the  two  preceding  Clauses,  but 
the  Shareholders  availing  themselves  thereof,  instead  of  pay- 
ing on  or  before  1st  March,  1877,  will  be  charged  an  additional 
7  per  cent,  interest  from  March  1st,  1877,  to  date  of  payment 
on  amount  of  assessment  beyond  the  amounts  mentioned  in 
those  clauses. 

XVI. — New  Shaves  may  be  issued  to  the  amount  of  the 
present  Shares  on  which  there  shall  be  a  default  in  making 
such  payments  as  aforesaid,  which  may  be  disposed  of  for  the 
benefit  of  the  new  Company,  or  otherwise  dealt  wilh,  as  the 
Beconstruction  Trustees  may  determine. 

Miscellaneous. 
XVII. — All  the  above  new  Bonds,  under  Clauses  III,  VI 
VII  and  XIII,  to  be  made  payable  both  in  London  and  in  New 
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York,  and  to  carry  voting  powers  so  far  as  the  law  witl  allow  ; 
also  at  the  option  of  the  holders  to  be  made  payable  to  bearer, 
or  to  be  registered  in  the  names  of  the  holders,  who,  however, 
if  they  choose  registration,  must  pay  all  stamp  duty  occasioned 
thereby. 

XVIII. — The  costs  of  foreclosure  and  reconstruction,  and 
any  other  amounts  necessary  or  proper  in  the  judgment  and 
discretion  of  the  Reconstruction  Trustees  for  carrying  or 
facilitating  the  carrying  of  this  Scheme  into  effect,  to  be  paid 
out  of  the  moneys  to  be  raised  under  this  Scheme,  or  otherwise 
as  those  Trustees  may  determine.  The  Trustees  may  invest 
any  moneys  temporarily  in  English  or  United  States  Govern- 
ment Securities. 

XIX. — The  following  shall  be  the  first  Reconstruction 
Trustees  : — 

(a)  For  th6  1st  Consolidated  Mortgage  and  6%  Sterling 
Bonds  : 

O.  G.  Miller,  Esq.,  and 
H.  Rawson,  Esq. 

(b)  For  the  2d  Consolidated  Mortgage  and    Convertible 
Gold  Bonds  : 

J.  K.  Cross,  Esq.,  M.  P.,  and 
J.  Westlake,  Esq.,  Q.  C 

(e)  For  the  Preference  and  Ordinaiy  Shareholders  : 
P.  McLagan,  Esq.,  M.  P.,  and 
B.  Whitwohth,  Esq.,  M.  P. 

(d)  Independent  Trustees  not   representing   any   special 
interest : 

Sir  E.  W.  Watkin,  M.  P.  (with  a  casting  vote),  and 
T.  W.  Powell,  Esq. 

Any  vacancy  among  the  Independent  Trustees  shall  be  filled 
up  by  the  continuing  Reconstruction  Trustees ;  and  any 
vacancy  in  any  other  of  the  sets  shall  be  filled  up  by  the  con- 
tinuing member  of  the  same  set,  if  any,  together  with  the  In- 
dependent Trustees. 

XX. — This  Scheme,  if  found  impracticable  or  difficult  of 
being  carried  out  in  any  of  its  parts,  may  be  modified  by  the 
Reconstruction  Trustees,  with  the  unanimous  assent  of  those 
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of  them  who  shall  for  the  time  being  represent  each  interest 
that  may  suffer  by  the  modification,  but  not  otherwise  ;  except 
as  to  any  matter  which,  with  the  same  unanimous  consent, 
may  be  referred  to  arbitration,  in  which  case  the  decision  of 
the  arbitrator,  or  if  more  than  one,  a  majority  of  them,  shall 
be  final  and  conclusive. 

XXI. — Both  in  the  case  of  the  Reconstruction  Trustees,  ex- 
cept as  mentioned  in  Clause  XX.  and  in  that  of  the  voting 
Trustees,  all  questions  to  be  decided  by  the  majority,  at  a 
meeting  duly  summoned. 

E.  W.  Watkin,  M.  P.,  Chairman.       W.  Weir. 
•  Cecil  Beadon,  K.C.S.I.  G.  Smith. 

J.  K.  CROSS,  M.P.  J.  C.  CONYBEARE. 

B.  Whitworth,  M.  P.  A.  H.  Moncur. 

J.  Westlake,  Q.C.  Philip  Eose. 

Henry  Bawson.  O.  G.  Miller. 

P.  McLagan,  M.  P.  Bobert  Fleming. 

J.  M.  Douglas.  Lawrence  Heyworth. 

W.  Leeming.  T.  W.  Powell. 
London,  28th  August,  1876. 

The  Farmers'  Loan  &  Trust  Company  have  been  ap- 
pointed the  Agents  in  New  York  for  the  Beconstruction 
Trustees  of  London,  of  the  Erie  Bailway  Company,  under  the 
foregoing  Scheme.  Stock  or  Bonds  can  be  deposited  with  this 
Company  in  accordance  therewith.  All  express  or  other 
charges  must  be  prepaid. 

The  Farmers'  Loan  &  Trust  Company, 

Agents,  &c. 
By  B.  G.  BOLSTON, 

President. 
New  York,  Jan.  15, 1877. 

26  Exchange  Place, 
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•    Exhibit  IVo.  1.— July  11,  1879. 

Memorandum  of  an  agreement  made  this  first  day  of  Febru- 
ary, A.  D.  1870,  by  and  between  The  Erie  Eailway 
Company,  party  of  the  first  part,  and  The  National  Stock 
Yard  Company  of  New  Jersey,  party  of  the  second  part. 

1.  The  Eailway  Company  agrees  to  deliver  in  its  cars  at 
the  National  Stock  Yards  at  Weehawken,  New  Jersey,  all 
the  live  stock  transported  over  its  railway  from  the  west, 
consigned  to  an}'  point  east  of  Kutherford  Park  Station ; 
provided,  however,  that  in  case  the  owners  or  consignees  of 
any  hogs  or  sheep  shall  so  request  such  hogs  or  sheep  shall 
be  billed  through  to  New  York  in  the  same  manner  as  at 
present. 

2.  The  Railway  Company  agree  to  let  or  lease  to  the  Stock 
Yard  Company  any  stock  yard  now  in  existence  or  which 
may  be  hereafter  erected  on  the  line  of  its  railway  and  under 
its  control,  the  rent  reserved  in  any  lease  thereof  to  be  at  the 
rate  of  six. per  cent,  of  the  net  cost  of  the  premises  and  struc- 
tures, for  the  first  year,  and  at  the  rate  of  seven  per  cent,  of 
such  cost  for  the  further  term  of  any  lease  thereof,  to  be  paid 
annually,  the  Stock  Yard  Company  to  pay  all  taxes,  assess- 
ments and  expensies  attendant  upon  such  premises,  and  keep 
the  same  in  repair. 

3.  The  Eailway  Company  agrees  to  transport  over  its  said 
railway  for  the  Stock  Yard  Company  all  the  lumber  required 
for  repairs  of  its  stock  yards,  and  all  feed  to  be  used  by  the 
Stock  Yard  Company  at  the  National  Stock  Yards  at  and  for 
the  actual  cost  to  the  Eailway  Company  of  the  transportation 
thereof.  The  rates  to  be  charged  the  Stock  Yard  Company  for 
such  transportation  on  the  basis  of  its  actual  cost,  shall  be 
determined  by  the  General  Freight  Agent  of  the  Eailway 
Company. 

4.  The  Stock  Yard  Company  agrees  to  unload  from  the 
cars  of  the  Eailway  Company,  immediately  upon  their  arrival 
at  the  National  Stock  Yards  at  Weehawken,  all  the  live 
stock  transported  therein  over  the  line  of  the  Erie*  Eailway 
from  the  west,  except  hogs  and  sheep  billed  through  to 
New  York  as  aforesaid,  and  will  also  immediately  thoroughly 
clean  all  the  cars  from  which  such  live  stock  shall  be  so 
unloaded. 
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5.  The  Stock  Yard  Company  agrees  to  receive  such  live 
stock  into  its  yards  aforesaid,  to  keep,  feed,  water,  handle 
and  deliver  them  to  the  owners  or  consignees  thereof.  It 
further  agrees  to  furnish  all  the  facilities  and  appliances  of 
a  first  class  stock  and  sales  yard,  and  equal  to  any  stock 
and  sales  yard  in  or  about  New  York.  It  further  agrees, 
that  it  will  deliver  all  such  live  stock  to  the  owners  or 
consignees  thereof  in  as  good  order  and  condition  as  when 
received  by  it  in  the  cars  of  the  Railway  Company,  and 
will,  each  and  every  week,  pay  to  the  Railway  Company 
the  freight  and  charges,  according  to  the  way  bills  of  the 
Railway  Company  for  the  transportation  of  live  stock, 
received  during  the  previous  week  by  the  Stock  Yard  Com- 
pany from  the  Railway  Company,  whether  collected  or  not ; 
except  that  when  live  stock  remains  in  the  yards  of  the 
Stock  Yard  Company,  without  freight  being  paid  thereon 
by  the  owner,  the  Stock  Yard  Company  may  delay  payment 
of  the  freight  and  charges  on  such  live  stock  until  they 
leave  the  yards,  such  delay  not,  however,  to  exceed  thirty 
days. 

6.  The  Stock  Yard  Company  shall  not  charge  the  owners  or 
consignees  for  the  keeping,  feeding  and  delivering  of  such  live 
stock  at  rates  above  those  charged  by  the  proprietors  of  other 
stock  yards  in  and  about  the  City  of  New  York. 

7.  The  Railway  Company  agrees  to  pay  to  the  Stock  Yard 
Company  for  each  and  every  car  unloaded  of  live  stock  at 
the  National  Stock  Yards,  and  cleaned  by  it,  the  full  sum  of 
one  dollar. 

8.  The  Railway  Company  agrees  to  pay  to  the  Stock  Yard 
Company,  upon  all  increase  of  through  live  stock  coming  to 
points  east  of  Rutherford  Park  Station,  transported  over  the 
line  of  the  Railway  Company,  coming  to  said  railway  over  the 
railroads  connecting  therewith  from  the  west,  including  Buffalo 
shipments,  the  sum  of  sixteen  per  cent,  of  the  revenue  of  the 
Railway  Company,  derived  from  said  increase.  It  being  un- 
derstood and  agreed  that  during  the  existence  of  this  contract 
the  said  amount  of  sixteen  per  cent,  shall  only  be  paid  upon 
the  revenue  that  shall  be  derived  by  the  Railway  Company 
from  the  transportation  of  live  stock  that  shall  be  shipped  in 
any  month  in  excess  of  the  amount  shipped  from  Buffalo 
Dunkirk  and  Salamanca  in  the  same  month  during  the  year 
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twenty  dollars  per  car  on  the  excess  of  cars  shipped.  And  in 
consideration  of  the  payment  to  them  by  the  Railway  Com- 
pany of  the  said  sixteen  per  cent,  of  the  revenue  derived  from 
said  excess,  the  Stock  Yard  Company  agrees  to  use  its  utmost 
influence  to  secure  the  shipment  of  live  stock  over  the  line  of 
the  Railway  Company,  and  the  railroads  connecting  therewith 
from  the  west. 

9.  It  is  further  agreed,  that  when  the  Boston,  Hartford  and 
Erie  Railroad  is  completed  to  Newburgh,  and  shipments  of 
live  stock  are  made  over  the  Erie  Railway  for  the  New  Eng- 
land market,  the  provisions  of  this  contract  shall  apply  to  stock 
going  to  the  New  England  market  by  way  of  Newburgh. 

10.  It  is  further  agreed,  that  after  the  termination  of  this 
contract,  the  said  Stock  Yard  Company  shall  afford  ample  ac- 
commodation for  all  the  live  stock  business  of  the  Erie  Rail- 
way Company  at  said  yaids,  and  will  give  said  railway  com- 
pany as  favorable  terms  for  doing  its  business  as  may  be  given 
to  any  other  company. 

11.  This  agreement,  and  all  leases  to  bo  made  uuder  it,  to 
run  for  twenty  years  from  the  date  hereof,  except  that  the 
obligation  to  pay  a  premium  upon  excess  shipments  of  live 
stock,  as  provided  in  the  eighth  section  of  this  agreement,  may 
be  terminated  by  the  railway  company  at  the  end  of  five 
years  from  the  date  hereof,  by  giving  one  year's  notice  in 
writing,  or  any  other  period  after  five  years,  by  giving  like 
notice. 

In  witness  whereof,  the   parties  hereto  have  caused  these 
presents  to  be  signed  by  their  respective  Presidents,  and  their 
corporate  seals  to  be  hereunto  affixed,  the  day  and  year  first 
above  written. 
Sealed  and  delivered  in   j 
the  presence  of         j 

Ebie  Railway  Company, 
[seal.]  By  JAY  GOULD, 

President. 
MORTIMER  SMITH, 

Assistant  Secretary. 
National  Stock  Yard  Company, 
[seal.]  CHAS.  ROBINSON, 

President. 
JOHN  H.  COMER, 
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Whereas,  the  National  Stock  Yard  Company,  of  New  Jersey, 
have,  by  an  instrument  in  writing,  dated  February  1,  1870, 
agreed  to  and  with  the  Erie  Railway  Company,  among  other 
things,  to  build,  complete  and  keep  in  repair,  stock  yards  at 
Weehawken,  New  Jersey,  and  to  keep,  feed,  water  and  deliver, 
live  stock  transported  over  the  Erie  Railway  from  the  west, 
and  whereas,  for  the  purpose  of  completing  and  fitting  for  use, 
the  said  stock  yards,  the  said  National  Stock  Yard  Company 
require  additional  means  : 

Now  therefore,  it  is  hereby  mutually  agreed,  by  and  between 
the  said,  The  Erie  Railway  Company,  and  the  said  The  Na- 
tional Stock  Yard  Company  of  New  Jersey,  that  the  said  The 
Erie  Railway  Company  will  from  time  to  time  advance  and 
pay  such  sums  not  exceeding  one  hundred  thousand  dollars  in 
the  aggregate,  as  shall  be  necessary  and  requisite  to  enable 
the  said  Stock  Yard  Company  to  purchase  andpayfor  materials 
used,  and  labor  performed,  in  the  completion  of  their  said 
yards  and  pens  at  Weehawken,  said  sums  to  be  duly  certified 
by  the  Executive  Committee  of  the  said  Stock  Yard  Company. 

In  payment  of  such  sums,  so  paid  and  advanced  by  the 
Erie  Railway  Company,  the  said  National  Stock  Yard  Com- 
pany agrees  to  issue  and  deliver  to  the  Erie  Railway  Company 
and  tho  Erie  Railway  Company  will  accept  from  time  to  time, 
as  such  sums  shall  be  advanced  its  First  Mortgage  bonds,  at 
their  par  value,  for  the  amounts  of  such  payments  and  advances 
respectively. 

Dated  New  York,  February  1st,  1870. 

Eeie  Railway  Company, 
[seal.]  JAY  GOULD, 

President. 
National  Stock  Yard  Company, 
[seal.]  CHARLES  ROBINSON, 

President. 


Exhibit  No.  S.-July  11,  1879. 

This  Agreement,  made  the  twenty-eighth  day  of  January, 
1876,  between  the  National  Stock  Yard  Company,  a  corpora- 
tion of  the  State  of  New  Jersey,  of  the  first  part ;  the  Erie 
Railway  Company,  party  of  the  second  part ;  John  R.  Mc- 
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Pherson,  of  the  City  of  Jersey  City,  State  of  New  Jersey,  party 
of  the  third  part ;  Hugh  J.  Jewett,  as  Receiver  of  the  Erie 
Railway  Company,  party  of  the  fourth  part;  and  the  Central 
Stock  Yard  &  Transit  Company,  of  the  State  of  New  Jersey ; 
the  Union  Stock  Yard  &  Market  Company,  of  the  State  of 
New  Yoik ;  John  B.  Dutcher,  David  H.  Sherman,  Alfred  M. 
Fuller,  and  Timothy  C,  Eastman,  of  New  York,  and  Samuel 
W.  Allerton,  of  Chicago,  jointly  and  severally  parties  of  the 
fiftli  part,  Witnesseth : 

Whereas,  the  National  Stock  Yard  Company  is  the  owner 
in  fee  of  certain  stock  yards,  with  their  appurtenances,  at  Oak 
Cliff,  County  of  Bergen,  State  of  New  Jersey,  and  is  also  the 
lessee,  for  a  term  of  years,  of  certain  stock  yards,  with  their 
appurtenances,  at  Deposit  and  at  Buffalo,  in  the  State  of  New 
York,  under  a  contract  between  said  Stock  Yard  Company 
and  the  Erie  Railway  Company,  of  date  February  1st,  1870, 
to  which  contract  reference  is  made. 

And  whereas,  the  Erie  Railway  Company  controls  the  cap- 
ital stock  of  said  National  Stock  Yard  Company,  and  owns 
and  operates  a  line  of  railway,  over  which  it  desires  to  in- 
crease the  transportation  of  live  stock,  and  in  so  far  is  inter- 
ested in  the  maintenance  of  good  and  sufficient  stock  yards  at 
points  upon  its  line  of  road,  and  particularly  at  the  places 
mentioned. 

And  whereas,  John  R.  McPherson,  party  of  the  third  part, 
is  interested  in  the  business  of  shipping  and  yarding  live 
stock,  and  desires  to  rent  the  yards  above  mentioned  for  the 
purpose  of  receiving,  yarding,  marketing,  and  delivering  live 
stock  coming  over  the  Erie  Railway,  as  hereinafter  provided. 

And  whereas,  Hugh  J.  Jewett,  as  Receiver  of  the  Erie 
Railway  Company,  party  of  the  fourth  part,  has  taken  posses- 
sion of,  aud  is  now  engaged  in  operating,  the  said  Erie  Rail- 
way as  such  Receiver,  under  and  in  pursuance  of  orders  of  the 
Supreme  Court  of  the  State  of  New  York. 

And  whereas,  the  Central  Stock  Yard  &  Transit  Company, 
of  the  State  of  New  Jersey  ;  the  Union  Stock  Yard  <fe  Market 
Company,  of  New  York ;  John  B.  Dutcher,  David  H.  Sherman, 
Alfred  M.  Fuller,  Timothy  C.  Eastman,  and  Samuel  "W.  Aller- 
ton, aforesaid,  jointly  and  severally  parties  of  the  fifth  part, 
are  interested,  in  a  greater  or  less  degree,  in  the  yarding  and 
marketing  of  live  stock  in  and  about  the  City  of  New  York, 
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transported  thereto  over  the  three  trunk  lines  there  centering, 
and  whose  covenant  of  guarantee  and  indemnity,  hereinafter 
set  forth,  forms  part  of  the  consideration  for  the  making  of  this 
contract  by  the  parties  of  the  first  and  second  parts. 

Now,  therefore,  the  party  of  the  first  part  doth  hereby  let 
unto  the  party  of  the  third  part  the  stock  yards  above  men- 
tioned, namely : 

1st.  The  yards  and  premises  at  Oak  Cliff,  in  the  County  of 
Bergen,  State  of  New  Jersey,  now  occupied  and  used  for  the 
purpose  of  stock  yards,  with  the  appurtenances  and  fixtures 
thereto  belonging,  particularly  described  as  follows :  Begin- 
ning on  the  westerly  side  of  the  Hoboken  and  Hudson  Biver 
Turnpike,  and  running  back  a  width  of  about  twelve  (1,200) 
hundred  feet  to  the  easterly  line  of  Weehawken  avenue,  so- 
called,  excepting,  however,  a  parcel  of  eight  and  one-half  (8^) 
acres  of  open  land ;  bounded  northerly  by  a  stone  wall ;  east- 
erly by  the  brow  of  the  hill;  expressly  reserving  to  the 
party  of  the  first  part,  and  to  its  representatives  and  assigns, 
the  [right,  at  all  times,  during  the  term,  to  enter  upon  said 
premises,  and  to  quarry  stone  thereon,  in  such  manner  as 
shall  not  unreasonably  interfere  with  the  stock  business  of  the 
party  of  the  second  part. 

Also,  the  hog  and  sheep  pen  in  front  of  the  described  prem- 
ises, or  in  lieu  thereof,  some  other  sufficient  convenience  for 
unloading  and  transferring  hogs  and  sheep. 

Also,  the  right  of  access,  at  all  times,  by  boats  to  two  hun- 
dred and  fifty  feet  front  of  the  bulkhead  in  front  of  said 
premises  for  the  purpose  of  receiving  stock  for  transportation 
to  New  York. 

2d.  The  stock  yards,  with  their  appurtenances  and  belong- 
ings, situate  at  Deposit,  on  the  line  of  the  Erie  Bailway,  and 
covering  the  lands  and  premises  now  actually  used  and  occu- 
pied for  the  purposes  of  stock ,  and  feeding  yards  at  said 
Deposit. 

3d.  The  stock  yards,  with  their  appurtenances  and  belong- 
ings, situated  at  East  Buffalo,  on  the  line  of  the  Erie  Bailway, 
and  covering  the  lands  and  premises  now  actually  used  and 
occupied  for  the  purposes  of;  stock  and  feeding  yards  at  said 
East  Buffalo. 

All  of  the  said  yards  and  premises,  with  .the  appurtenances, 
including  the  present  telegraph  facilities  to  said  yards,  respec- 
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tively  appertaining,  to  be  used  and  enjoyed  by  the  party  of  the 
third  part  for  and  during  the  term  hereinafter  provided,  and 
upon  condition  of  the  faithful  performance  of  the  covenants 
and  agreements  hereinafter  provided,  to  be  kept  and  per- 
formed by  him. 

The  party  of  the  first  part  agrees  to  put  all  of  the  said  yards 
and  appurtenances,  hereinbefore  leased,  in  good  order  and 
condition  ;  and,  from  time  to  time,  enlarge  the  yards  and  the 
yard  accommodations  at  Oak  Cliff  and  Buffalo  aforesaid,  so 
as  to  accommodate  any  increase  of  the  business  of  the  party  of 
the  third  part  hereunder. 

The  party  of  the  second  part  agrees : 

1st.  That  it  will  deliver  in  its  cars  at  the  stock  yards  at  Oak 
Cliff  aforesaid,  all  live  stock  transported  over  its  railway  and 
destined  to  points  east  of  Rutherford  Park,  except  only  in 
cases  where  such  live  stock  shall  be  otherwise  consigned,  and 
excepting,  also,  in  the  case  of  hogs,  sheep  and  calves  billed  to 
New  York,  in  which  latter  case,  however,  the  party  of  the 
second  part  agrees  to  secure  to  the  party  of  the  third  part  the 
collection  by  him  of  regular  yardage  fees  thereon. 

2d.  That  it  will  transport  over  its  railway  for  the  party  of 
the  third  part,  all  lumber  and  other  material  for  the  mainten- 
ance and  repair  of  the  yards  hereinbefore  mentioned,  and  all 
feed  and  supplies  to  be  used  by  him  in  his  business  hereunder 
at  the  rate  of  one  cent,  per  two  thousand  pounds  for  each  mile 
transported. 

ad.  That  it  will  pay  said  party  of  the  third  part  the  sum  of 
one  dollar  for  each  and  every  car  of  live  stock  unloaded  and 
cleaned  by  him  at  Oak  Cliff,  and  at  other  stations  when  re- 
quired as  hereinafter  provided. 

4th.  In  case  said  party  of  the  third  part  shall,  at  the  request 
of  the  party  of  the  second  part,  as  hereinafter  provided,  throw 
open  the  said  yards  at  Oak  Cliff,  so,  that  yardage  thereby  is 
made  free  to  all  shippers  over  the  Erie  Railway,  the  party  of 
the  second  part  agree  in  such  case  to  pay  the  party  of  the 
third  part  yardage  on  all  live  stock  so  delivered  free,  at  rates 
not  to  exceed  the  lowest  rates  paid  for  the  time  being  by  the 
Pennsylvania  or  New  York  Central  Railroad  Companies,  at 
their  respective  stock  yards,  and  if  such  rates  cannot  be  ascer- 
tained, then  it  will  pay  yardage  at  rates  not  to  exceed  thirty 
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cents  per  head  for  cattle,  five  cents  per  head  for  sheep,  and 
eight  cents  per  head  for  calves  and  hogs. 

The  party  of  the  third  part  agrees  : 

1st.  To  hire  the  yards  above  mentioned  for  term  hereinafter 
provided,  and  to  pay  a  yearly  rent  therefor  of  sixty-five  thou- 
sand dollars  payable  in  equal  quarter  yearly  installments  irom 
and  after  the  first  day  of  January,  1876. 

2d.  That  he  will  at  his  own  expense  keep  the  said  yards, 
premises  and  appurtenances  in  good  order  and  repair,  and  at  the 
end  of  the  term,  or  other  sooner  determination  of  this  contract, 
he  will  surrender,  and  deliver  up  to  the  party  of  the  first  part 
the  said  yards,  premises  and  appurtenances  in  like  good  order 
and  condition  as  when  received  by  him,  ordinary  wear  and  tear 
and  damages  by  the  elements  excepted,  excepting  only  in  cases 
when  such  damages  are  in  any  way  the  result  of  negligence  of 
the  party  of  the  third  part. 

3d.  That  he  will  unload  from  the  cars  of  the  party  of  the 
second  part,  immediately  Upon  their  arrival  at  the  yards  at 
Oak  Cliff,  and  at  other  stations  when  required,  all  the  live 
stock  transported  thereto  over  the  Erie  Railway,  and  will  also 
immediately  thoroughly  clean  all  the  cars  from  which  such 
live  stock  shall  be  so  unloaded. 

4th.  That  he  will  receive  live  stock  in  the  yards  at  Buffalo, 
properly  bed  the  cars  at  a  cost  not  to  exceed  that  of  like  ser- 
vices on  rival  lines  ;  and  will  do  whatever  is  necessary  for  the 
safe  keeping  of  such  live  stock,  and  the  delivery  thereof  to 
the  forwarders  or  agents  of  the  Erie  Railway  as  required. 

That  he  will  receive  all  such  live  stock  at  the  yards  at 
Deposit  aforesaid,  and  there  unload  and  reload,  feed,  water  and 
care  for  the  same  in  such  manner  as  is  or  may  be  required  by 
the  laws  of  the  United  States  the  State  of  New  York,  and  by 
the  rules  and  regulations  of  the  party  of  the  second  part  from 
time  to  time  prescribed. 

That  he  will  receive  all  live  stock  transported  over  the  Erie1 
Railway  and  delivered  to  him  at  the  Oak  Cliff  yards  and  there 
unload ;  keep,  feed,  water,  handle,  market  and  deliver  the  same 
to  owners  and  consignees  thereof,  and  will  furnish  all  the  con-* 
veniences  of  a  first  class  stock  and  sales  yard,  and  equal  in  all 
respects  to  those  of  other  stock  and  sales  yards  in  or  adjacent 
to  the  City  of  New  York. 

That  in  delivering  live  stgpk  to  owners  and  consignees  there 
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of,  he  will  comply  with  and  conform  to  such  rules  and  regula- 
tions of  the  Erie  Railway  respecting  such  delivery  as  may  be 
from  time  to  time  prescribed  by  it ;  and  in  case  at  any  time 
the  Erie  Railway  Company  shall  require  of  him,  the  said  Mc- 
Pherson,  that  he  collect  its  freights  and  charge  upon  live  stock 
transported  by  it  to  the  said  yards,  that  he  will  make  due  col- 
lection thereof  and  account  for  the  same  to  said  Eailway  Com- 
pany as  required. 

It  being,  however,  the  intention  of  the  Railway  Company 
generally  to  make  its  own  collections  of  freights  and  charges, 
said  McPherson  shall  not  make  deliveries  of  live  stock  here- 
under, until  payment  of  the  freight  and  charges  thereon  shall 
have  been  fully  made  and  secured  to  the  satisfaction  of  said 
railroad  company. 

That  he  will  employ  in  and  about  the  said  yards  hereinbe- 
fore leased,  such  agents  and  servants  as  shall  be  satisfactory 
to  the  Erie  Railway  Company ;  and  in  so  far  as  such  servants 
shall  act  for  said  Railway  Company,  they  shall  in  all  cases  be 
subject  to  and  governed  by  its  rules  and  regulations. 

.  5th.  That  he  will  not  charge  for  yardage,  feed,  marketing, 
<fec,  supplied  by  him  at  the  said  yard's  higher  rates  than  those 
charged  for  the  time  being  for  similar  services  and  supplies  at 
yards  either  at  Buffalo  or  New  York,  with  which  the  yards 
hereinbefore  leased  shall  come  into  competition. 

6th.  In  case  at  any  time  the  said  railway  company  shall  desire 
to  deliver  live  stock  transported  over  its  said  railway  to  the  yards 
at  Oak  Cliff  free  of  yardage,  that  he  will  so  deliver  such  live, 
stock  at  the  request  of  said  railway  company,  and  in  that 
event  will  accept  from  the  said  company  the  rates  of  yardage 
hereinbefore  provided,  to  be  paid  by  said  railway  company  to 
him  in  lieu  ol  the  yardage  which  would  otherwise  accrue  to  him 
upon  such  live  stock  for  owners  or  consignees  thereof. 

7th.  That  he  will  furnish  or  cause  to  be  furnished  for  tran- 
sportation by  the  Erie  Railway  at  full  schedule  rates,  with- 
out rebate  or  drawback,  such  quantity  of  live  stock  over 
and  above  that  supplied  by  other  forwarders  from  com- 
mon western  points  to  New  York,  as  shall  be  sufficient  to  Saake 
and  maintain  at  all  times  the  percentage  of  the  total  arrivals 
of  live  stock  at  New  York  which  the  said  railway  company 
may  from  time  to  time  become   entitled   to  under  present  or 
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any  future  arrangement*  with  the  New  York  Central  and  the 
Pennsylvania  Railroad  Companies,  or  either  of  them. 

In  the  event  however  that  the  present  or  any  future  arrangement 
or  arrangements  fqjr  determining  the  relative  quantities  of  live 
stock  carried  to  the  City  of  New  York  by  the  three  trunk  lines 
shall  be  terminajted  and  no  substitute  therefor  agreed  upon, 
then,  and  in  that  case,  the  said  McPherson  agrees  that  he  will 
ship  or  cause  to  be  shipped  over  said  Erie  Railway  to  New 
York  an  amount  of  live  stock  not  less  than  the  proportion  to 
which  said  Erie  Railway  was  entitled  under  the  arrangement 
between  the  three  trunk  lines  then  next  preceding. 

The  party  of  the  second  part  agree  to  give  to  said  McPher- 
son, during  the  continuance  of  this  contract,  rates  from  all 
common  western  points  to  New  York  as  low  as  those  of  rival 
routes,  and  to  furnish  facilities  for  shipping  equal  to  those 
furnishedj]by  the  other  trunk  lines  centering  in  NewYork. 

The  party  of  the  second  part  further  agree  that,  in  the  event 
that  the  present  evener  of  the  Erie  Railway  shall  fail  to  per- 
form  his  agreements  with  said  Erie  Railway  Company,  and 
fails  to  make  good  to  said  Erie  Railway  the  percentage  of  the 
total  arrivals  of  live  stock  at  New  York,  to  which  it  is  or  may 
be  entitled  under  the  present  or  future  arrangements  between 
itjand  other  trunk  lines,  then  and  in  that  event  the  said  party 
of  the  second  part  agrees  that  it  will  appoint  the  said  McPher- 
son, its  evener,  to  that  purpose,  or  some  other  person  as  evener 
who  shall  give  evidence  satisfactory  to-  the  said  McPherson  of 
his  ability  to  carry  out  and  perform  the  obligations  by  him 
thereby  assumed.  ! 

The  party  of  the  third  part  shall  not  assign  this  lease,  nor 
in  any  way  dispose  of  or  transfer  the  rights  and  privileges,  or 
any  part  thereof,  granted  hereunder,  except  with  the  consent 
of  the  party  of  the  second  part 

And  it  is  expressly  agreed  that  the  said  McPherson  may, 
at  any  time,  pool  either  the  business  or  the  earnings  of  the 
said  yards  with  other  yards  in  or  adjacent  to  New  York,  pro- 
vided the  terms  and  conditions  of  such  pooling  shall  have  been 
first  approved  by  the  party  of  the  second  part. 

In  case  the  party  of  the  second  part,  at  any  time  during  the 
continuance  of  this  contract,  shall  so  require,  the  party  of  the 
third  part-  agrees  forthwith,  upon  such  requirement,  to  with- 
draw from  all  contracts  and  agreements  then  in  force  between 
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himself  and  stock  yards  in  or  adjacent  to  the  City  of  New, 
York,  other  than  those  of  the  party  of  the  first  part,  as  well  as 
from  the  shipment  of  live  stock  over  lines  of  railway  other  than 
those  of  the  party  of  the  second  part,  and  will  thenceforth, 
during  the  continuance  of  this  contract,  devote  himself  wholly, 
and  exclusively,  giving  thereto  his  best  time,  attention,  skill  and 
means,  to  the  transportation  of  live  stock  over  the  railway  of 
the  party  of  the  second  part,  and  to  the  reception,  yarding, 
feeding,  marketing,  &c,  thereof,  at  the  yards  of  the  party  of 
the  first  part  hereto. 

In  the  event  of  difference  between  either  or  both,  the  parties 
of  the  first  and  second  parts,  and  the  party  of  the  third  part 
hereto,  as  to  the  construction  of  any  part  of  this  contract,  or 
as  to  the  respective  rights  and  obligations  of  the  parties  here- 
under, it  is  mutually  agreed  that  such  difference  shall,  from 
time  to  time,  as  they  arise,  be  referred  to  two  disinterested 
and  experienced  railroad  managers,  one  to  be  chosen  by  the 
party  of  the  third  part,  and  one  by  either  or  both  parties  of 
the  first  and  second  parts,  whose  decision  in  the  matter  shall 
control  and  be  binding  upon  all  the  parties  hereto;  and  in 
case  the  referees  so  selected  shall  not  come  to  a  decision,  then 
and  in  such  case  the  said  two  referees  shall  choose  a  third  of 
like  qualifications  with  themselves,  and  the  decision  of  a 
majority  thereof  shall  be  binding  upon  and  control  the  parties 
hereto  as  fully  as  if  rendered  by  the  two  referees  chosen  as  first 
above. 

The  party  of  the  fourth  part  agrees,  in  consideration  of  the 
execution  of  this  contract  by  the  parties  of  the  first,  second, 
third  and  fifth  parts  that  he,  as  Eeceiver  of  the  Erie  Railway 
Company,  will  keep  and  perform  the  terms  of  the  contract 
herein  proyided  to  be  kept  and  performed  by  the  Erie  Railway 
Company,  for  and  during  the  term  of  his  Receivership,  nnless 
this  contract  shall  be  sooner  terminated. 

The  parties  of  the  fifth  part  agree  jointly  and  severally  that 
in  consideration  of  the  execution  of  this  contract  by  the  parties 
of  the  first,  second  and  fourth  parts,  they  will  guarantee  the 
full  and  faithful  performance  by  the  said  party  of  the  third 
part  of  all  the  covenants,  conditions  and  agreements  by  him 
hereinbefore  provided  to  be  kept  and  performed,  and  will  in- 
demnify and  save  harmless  the  parties  of  the  first  and  second 
parts  hereto  from  and  against  any  and  all  loss  or  damage  they 
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t>r  either  of  them  may  suffer  or  be  occasioned  by  the  failure  of 
the  party  of  the  third  part  to  keep  and  perform  the  covenants 
and  conditions  by  him  to  be  kept  and  performed  as  aforesaid. 

This  agreement  shall  continue  for  a  term  of  five  years  from 
and  after  the  1st  day  of  January,  A.  D.  1876,  and  may  be  ter- 
minated by  either  of  the  parties  of  the  first  or  second  parts 
hereto  upon  thirty  days'  written  notice  in  case  of  failure  on 
the  part  of  said  McPherson  to  fully  keep  and  perform,  each 
and  every  the  covenants,  conditions  and  agreements  herein 
agreed  to  be  kept  and  performed  by  him. 

Witness  the  corporate  seals  of  the  parties  corporations  duly 
affixed  by  their  proper  officers  respectively  aDd  the  hands  and 
seals  of  the  other  parties  hereto  the  day  and  year  first  above 
written. 

(Duly  executed  by  all  the  parties.) 
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Comparative. 


Month. 

Total 
Earnings. 

Total 
Expenses. 

Per  Cent,  of 

Expenses  on 

Earnings. 

April!  1878 

$258,480  29 
365,372  06 

$15,343  86 
15,914  34 

5.936 

March,  1 878 

4.35 

Decrease 

$106,891  77 

$570  48 

April,  1877 

$251,194  72 

$14,934  09 

5.945 

Tonnage. 


Month. 

West  Bound. 

East  Bound. 

Total. 

April,  1878 

26,445,045 
34,317,089 

69,115,452 
114,522,280 

95,560.497 

March,  1878 

148,839,369 

7,872,044 

4«,406,828 

53,278,872 

•April,  1877.. 

36,053,281 

46,952,618 

83,005,899 
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Exhibit  ]\To.  6.— July  11,  1879. 

Statement  of  Amounts  Paid  G.  W.  Despatch  foe 

OVEECHABGES. 

1877. 

June $26,475  35 

July 14,048  71 

Aug 12,448  44 

Sept 19,411  12 

Oct 10,554  23 

Nov 10,903  56 

Dec 21,399  70 

1878. 

Jan 20,276  17 

Feb 11,836  35 

Mar .6,865  24 

April '7,77179 

May 6,048  40 

June 5,037  90 

July 4,970  95 

Aug 9,006  93 

Sept 12,518  58 

Oct 11,489  04 

Nov 13,529  85 

Dec 17,265  12 

1879. 

Jan   11,863  71 

Feb 14,996  18 

March 18,619  42 

April \  .  12,389  46 

May •. 13,747  58 


$313,443  78 
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Exhibit  STo.  7.— July  11,  1879. 

New  York,  Lake  Erie  &  Western] 

Eailroad  Company,  v 

General  Freight  Office.         J 

New  York,  187 

Statement  of  Amounts  Paid. for  Overcharges  and  Eebates 
on  Oil  During  the  Year  1873. 

Name.  Erie  pro. 

A.  Neyhart $188,127  78 

Gust.  Heye   

J.  J.  Vandegrift 

Durant  &  Co 

Dutilk&Co 

S.  D.  Karns 

Standard  Oil  Co 

H.  B.  Everest 

Lyman  &  Williams 

J.  H.  Willever 

L.  Van  Duzer 

H.  Roach  &  Son 

L.  Y.  Wiggins  &  Bro 

P.  A.  Stebbins,  Jr 

C.P.  Prince  &  Co 

E.  L.  Houghton  &  Co , 

McKirgan  &  Co 

Marks  &  Bean 

McManagle  &  Rogers   

Theo.  Merritt . . .' 

W.  E.  Smith ." 

Vacuum  Oil  Co 

Vandusen  Bros 

Woodbury,  Morse  &  Co . .  r 

Ward,  Leonard  <fe  Co 

Young  &  Borden 


7,235  31 

929  11 

145  95 

815  95 

7,089  69 

469  11 

6  66 

13  44 

32  98 

3  50 

29 

24  11 

4  53 

2  69 

45  24 

2  70 

4fi  82 

18  27 

4  56 

3  86 

8  80 

38  88 

5  40 

88  06 

7  97 

Total $205,170  66 
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Exhibit  STo.  7.— July  11, 1879. 

Total  amount  paid  to  Eastman,  Allerton  &  Morris,  as  cattle 
eveners,  from  June  21,  1875,  to  April  1st,  1879,  $413,645.29. 

Erie  Company's  proportion  of  amounts  paid  to  Eastman, 
Allerton  &  Morris,  as  cattle  eveners,  from  June  21st,  1875,  to 
April  1st,  1879,  $261,101.50. 

Being  about  $5,800  per  month. 
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Exhibit  JVo.  9.— July  11,  1879. 

Articles  of  Agreement,  Made  and  entered  into  this 

day  of  Anno  Domini 

one  thousand  eight  hundred  and  seventy-eight,  by  and 
between  John  Lowber  Welsh,  of  the  City  of  Philadelphia, 
Homer  Ramsdell,  John  A.  Hardenbergh,  George  R. 
Blanchard,  of  the  City  of  New  York,  Clemuel  R.  Woodin, 
of  the  Town  of  Berwick  and  State  of  Pennsylvania,  and 
the  New  York,  Lai&  Erie,  and  Western  Rail  Road  Com- 
pany. 

Whereas,  the  above  named  paities  have  agreed  among  them- 
selves to  form  an  Association  by  the  name  of  the  Car  Trust 
of  New  York,  in  which  other  persons  may  be  admitted,  with 
the  same  rights  and  advantages  and  subject  to  the  same  liabil- 
ities as  the  same  parties  hereinabove  named,  for  the  purpose 
of  buying,  selling  and  leasing  railroad  cars,  to  be  sold  or  leased 
to  companies  owning  or  operating  railroads.  And  for  the  said 
purposes  the  said  parties  have  severally  agreed,  and  by  these 
presents  do  severally  agree,  each  with  the  others,  as  follows, 
to  wit: — 

First. —  The  said  parties  hereby  associate  together  under  the 
name  of  the  Car  Trust  of  New  York,  for  the  purpose  of 
buying,  selling  and  leasing  railroad  cars,  as  hereinafter  men- 
tioned. 

Second. —  The  Capital  Stock  of  said  Association  shall  consist 
of  Three  Milium  Dollars,  divided  into  Three  thousand-  shares,  of 
one  thousand  dollars  each,  and  said  Capital  Stock  sliall  be  classi- 
fied by  alphabetical  series,  beginning  with  the  letter  "  A,"  and 
to  be  indicated  by  having  the  certificate  thereof  correspond- 
ingly designated  by  letter — the  certificates  of  the  first  series  to 
be  marked  "A."  Any  person,  upon  signing  this  agreement 
and  subscribing  for  one  or  more  shares  of  the  capital  stock, 
shall  thereupon  become  a  member  of  the  Association. 

Third. — All  contracts  in  relation  to  the  business  of  the  Asso- 
ciation, involving  liabilities  for  the  payment  of  money,  shall 
be  in  writing,  and  shall  be  made  under  the  direction  of  a  board 
of  managers,  consisting  of  five  shareholders  hereinafter  named. 
All  such  contracts  shall  be  signed  by  at  least  three  of  the  said 
board  of  managers  on  behalf  of  the  association,  and  by  the 
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person  or  persons  or  corporation  with  whom  such  contract 
shall  be  made,  and  duplicate  thereof  shall  be  deposited  with 
the  Trustees  hereinafter  named. 

Fourth. — Every  contract  as  aforesaid  shall  contain  a  stipula- 
tion and  agreement  on  the  part  of  the  person  or  persons  or 
corporations  contracting  with  the  Association,  that  the  prop- 
erty and  funds  of  the  association  only  shall  be  liable  for  his 
or  their  payment,  or  for  the  payment  of  any  debts,  damages  or 
decree,  or  which  may  otherwise  become  due  or  payable  by  rea- 
son of  the  failure  on  the  part  of  the  Association  to  perform 
such  contract  either  in  whole  or  in  part ;  and  that  neither  the 
board  of  managers,  collectively  or  individually,  present  or  fu- 
ture, nor  any  other  member,  present  or  future,  of  the  said  As- 
sociation, shall  be  or  become  personally  liable  for  the  payment 
of  any  money  that  may  become  due  in  any  manner  whatever 
upon  such  contract;  Provided  that  all  unpaid  instalments  upon 
subscription  to  the  capital  stock  shall  be  considered,  for  the 
purposes  of  this  article,  as  property  of  the  Association,  and 
may  be  recovered  only  from  the  member  who  shall  be  indebted . 
thereon  ;  And  provided  further,  That  in  case  the  pecuniary  lia- 
bility incurred  by  the  board  of  managers  in  any  such  contract 
or  contracts  shall  exceed  the  amount  of  the  capital  stock  ac- 
tually subscribed  at  the  time  of  making  the  said  contract  or 
contracts,  the  managers  signing  such  contract  or  contracts 
shall  be  individually  liable  for  the  payment  of  such  excess* 
without  recourse  to  the  other  shareholders. 

Fifth. — Each  manager  shall  own  at  least  one  share  of  stock 
in  his  own  right;  and  if  at  any  time  any  manager  shall  cease 
to  be  the  owner  of  at  least  oue  share  of  stock  in  the  Associa- 
tion, he  shall  thereupon  cease  to  be  a  manager,  and  the  remain- 
ing members  of  the  board  shall  forthwith  elect  another  share- 
holder in  his  stead. 

Sixth. —  That  John  Lowber  Welsh,  Homer  Ramsdell,  John  A. 
Hardenbergh,  George  R.  Blanchard,  and  Clemuel  II.  Woodin 
shall  be  the  Board  of  Managers  of  the  Association,  and  any 
three  managers,  at  a  meeting  duly  called  for  that  purpose, 
after  ten  days'  notice,  shall  have  power  to  fill  any  and  all 
vacancies  in  their  Board  which  may  happen  from  any  cause. 

The  Shareholders  reserve  to  themselves  the  power  to  remove 
any  or  all  of  the  managers,  and  to  elect  others,  at  any  meet- 
ing of  the  Association,  which  may  be  called  for  that  purpose 
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by  the  Trustees  hereinafter  named,  upon  the  written  request 
of  the  holders  of  a  majority  of  the  shares  ;  the  said  Trustees 
agreeing  on  such  request  that  they  will  call  such  meeting. 
At  all  meetings  of  the  Association,  and  upon  all  questions  that 
shall  arise,  every  shareholder  shall  be  entitled  to  one  vote  for 
each  share  of  stock  standing  in  his  name  on  the  books  of  the 
trust. 

Seventh. — All  installments  payable  upon  the  capital  stock 
shall  be  paid  to  the  Trustees  hereinafter  named,  and  shall  be 
due  at  such  time  or  times  and  in  such  sums  as  the  Board  of 
Managers  shall  designate  ;  and  notice  of  all  calls  for  install- 
ments shall  be  given  by  the  Board  of  Managers,  through  the 
said  Trustees,  by  advertisement  for  at  least  ten  successive 
secular  days,  in  at  least  two  daily  newspapers  published  in 
the  City  of  New  York.  Provided  that  payments  for  the  capital 
stock,  in  whole  or  in  part,  may  be  made  by  any  of  the  sub-  , 
scribers  in  materials  for  railroad  cars  or  in  railroad  cars,  of 
such  construction  and  material  and  at  such  prices  as  the  said 
Board  of  Managers  may  approve  ;  And  provided,  also,  That 
such  contracts  in  writing  may  be  made  by  the  Board  of 
Managers  with  any  member  of  the  Association  for  the  Con- 
struction of  said  cars. 

Eighth. — If  default  shall  be  made  in  the  payment  of  any 
installment  upon  any  shares  of  the  capital  stock  for  thirty 
days  after  the  same  shall  be  due  and  payable,  neither  the 
person  in  default  nor  his  legal  representatives  shall  thereafter 
have  any  rights  whatever  under  this  agreement,  or  any  remedy 
at  law  or  in  equity  against  the  Association,  or  any  member  or 
members  thereof,  or  against  the  Trustees  hereinafter  named, 
either  for  an  account  or  for  the  recovery  of  any  moneys  pre- 
viously paid  on  any  such  share  or  shares  of  the  said  capital 
stock ;  but  every  such  right  and  all  such  remedies  shall  be 
deemed  and  taken  to  have  been  waived  and  surrendered  by 
such  default ;  Provided,  however,  That  the  Board  of  Managers 
may,  in  their  discretion  (unless  required  by  a  creditor  of  the 
Association  so  to  do),  enforce  the  payment  of  all  such  install- 
ments, by  suit  to  be  brought  in  the  name  of  said  Trustees  for 
the  use  of  the  Association;  And  provided  further,  That  the 
Board  of  Managers  may  relieve  any  person  in  default  as  afore- 
said from  the  aforesaid  consequence  thereof,  upon  such  terms 
and  conditions — but  not  in  any  event  short  of  the  payment  of 


2S1 

the  installments  in  arrear,  with  interest — as  may  be  agreed 
upon  with  the  person  in  default,  if  the  same  can  be  done  with- 
out affecting  the  rights  of  creditors. 

Ninth. — Neither  the  death  nor  the  insolvency  nor  bankruptcy 
of  any  shareholder  or  party  to  this  agreement,  nor  the  sale 
and  transfer  or  surrender  of  any  share  or  shares,  nor  the 
admission  of  any  new  members  into  the  Association,  under 
this  agreement,  shall  work  a  dissolution  of  the  Association, 
nor  discharge  any  present  or  future  member  or  shareholder 
from  any  duty  or  liability  as  such  under  this  agreement; 
Provided,  however,  That  any  member  who  shall  cease  to  be  a 
shareholder,  by  sale,  transfer,  or  cancellation  of  his  share  or 
shares,  shall,  thereupon,  also  cease  to  be  a  member  of  the 
Association,  and  shall  not  be  liable  in  any  manner  for  any 
contract  or  obligation  thereafter  incurred  by  or  ou  behalf  of 
the  Association,  and  any  purchaser  or  transferee  of  any  share 
or  shares  shall  by  such  purchase  or  transfer  be  and  become  a 
member  of  the  Association,  with  all  the  rights  and  obligations 
of  a  member.  All  questions  arising  among  the  shareholders 
or  parties  hereto,  or  any  one  or  more  of  them,  in  relation  to 
the  business  of  the  Association,  shall  be  decided  finally, 
and  settled  by  the  Bof.rd  of  Managers  in  accordance  with  such 
decision. 

Tenth. — All  railroad  cars  contracted  for,  or  purchased  for 
the  Association,  shall  be  paid  for  in  full,  either  before  or  at 
the  time  of  their  delivery  respectively.  And  whenever  rail- 
road cars  are  ready  for  delivery  to  the  Association,  the  board 
of  managers  shall  deliver  to  the  Trustees  hereinafter  named,  an 
inventory  descriptive  thereof,  with  the  cost  price  of  each  car, 
and  cause  the  said  cars  to  be  delivered  to  the  said  Trustees,  and 
said  inventory  shall  designate  the  proportion  of  the.  capital 
stock  by  its  series  letter,  which  has  been  applied  to  the  pay- 
ment for  such  cars,  and  each  car  shall  also  be  identified  by 
marking  thereon  the  like  letter.  And  upon  such  delivery,  the 
said  Trustees  shall  pay  the  cost  price  of  such  cars  out  of  any 
moneys  in  their  hands  belonging  to  the  Association  ;  but  the 
trustees  shall  not  accept  or  receive  any  cars  under  this  Agree- 
ment until  they  shall  be  in  funds  sufficient  to  pay  for  the 
same. 

Eleventh.  —  Upon  the  payment  of  installments  which  may  be 
due  upon  the  several  shares  of  stock,  the  said  Trustees  shall 

3G 
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give  proper  receipts  therefor.  The  shares  of  stock  shall  be 
transferred  only  on  the  books  of  the  Trust,  but  no  share  shall 
be  assigned  or  transferred  until  the  same  shall  have  been  paid 
in  full,  except  by  the  written  consent  of  a  majority  of  the  board 

of  managers. 

i 

Tivelfth — When  all  the  installments  shall  have  been  paid  in 
full  by  any  subscriber,  upon  the  shares  subscribed  for  by  him, 
he  s=hall  be  entitled  to  a  proportionate  part  of  the  capital  and 
profits  of  the  Association  ;  and  the  said  Trustees  shall  issue  to 
every  such  subscriber  a  certificate  for  the  number  of  shares 
subscribed  and  paid  for  in  the  form  following  : — 

"The  Car  Trust  of  New  York. 
"  Three  thousand  shares  of  one  thousand  dollars  each. 
"  Certificate  No.  Series 

"  The  undersigned,  Trustees  under  a  certain  agreement 
"  dated  the  day  of 

"  Anno    Domini  one   thousand  eight    hundred   and  seventy  - 
"  eight,  and  deposited  in  the  office  of  the  Register  of  Deeds,  in 
"  the  City  and  County  of  New  York,  on  the 
"  day  of  ,  1878,  do  hereby  cer- 

"  tify  that  is  entitled  to 

shares,  of  one  thousand  dollars  each,  in  The 
"  Car  Trust  of  New  York,  transferable  on  the  books  of  the 
"  Trust,  at  the  office  of  the  said  Trustees,  in  person  or  by  at- 
"  torney,  on  the  surrender  and  cancellation  of  this  certificate. 

"  Witness  the  hands  and  seals  of  the  said  Trustees,  the 

day  of  ,  Anno  Domini  one  thousand 

"  eight  hundred  and  seventy-eight. 

"  Witness 

[SEAL.] 
[SEAL.] 

"  Total  issue  of  Series  ,  Shares.     Amt.,  $ 

Thirteenth. —  The  said  Trustees  shall  have  full  power  and  au- 
thority, under  the  direction  of  the  board  of  managers,  to  con- 
tract with  the  Npw  York,  Lake  Erie,  and  Western  Railroad 
Company  for  the  lease  to  the-  said  company,  and  their  succes- 
sors from  time  to  time,  of  all  cars  (a  separate  lease  to  be  made 
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of  each  series  of  cars)  which  maybe  delivered  to  the  said  Trus- 
tees under  this  agreement,  upon  the  following  terms  and  con- 
ditions, to  wit : — 

That  the  New  York,  Lake  Erie,  and  W.  stern  Eailroad  Com- 
pany, lessees,  and  their  successors,  shall  and  will  pay  to  the 
said  Trustees  a  rent  or  hire  of  the  said  cars  on  such  terms  as  to 
time  of  payment  and  rate  of  interest  as  may  be  determined 
upon  and  fixed  by  the  leases  under  the  respective  series ;  to- 
gether with  a  further  sum,  which  sha'l  be  equal  to  all  the 
necessary  expenses  of  conducting  the  trust  connected  with  the 
said  cars  and  usual  in  cases  of  trust  estates,  and  the  compensa- 
tion to  the  said  Trustees  of  the  sum  of  one  thousand  dollars  per 
annum  during  continuance  of  this  lease,  which  sum  shall  be  a 
full  compensation  for  all  services  in  any  manner  rendered  by 
the  said  Trustees,  and  a  further  sum,  which  shall  be  equal  to 
any  and  all  taxes  which  shall  be  assessed  upon  the  said  cars 
leased  or  upon  the  interest  upon  the  said  certificates  hereinbe- 
fore mentioned,  which  may  be  required  by  law  to  be  retained 
from  such  interest :  the  said  two  last-mentioned  sums  to  be 
paid  quarterly  or  when  demanded  by  the  said  Trustees,  and  to 
be  applied  by  them  to  the  payment  of  said  expenses  and  taxes  ; 
provided,  however,  that  the  said  railroad  company  shall  have 
the  right  at  any  time  of  anticipating  the  payment  of  all  or  any 
installments  of  rent  by  paying  such  sum  or  sums  respectively 
as  would  amount  to  such  installments,  if  interest  were  added 
at  the  rate  per  centum  per  annum  fixed  for  the  series  upon 
which  payment  is  made. 

And  the  said  railroad  company  shall  covenant  and  agree 
with  the  said  Trustees  as  follows: — That  they,  the  said  rail- 
road company,  shall  and  will  pay  to  the  said  Trustees  the  said 
rent  and  sums  of  money  specified  on  the  days  and  times  and 
in  the  manner  provided,  and  shall  and  will,  at  their  own  proper 
cost  and  expense,  keep  and  maintain  the  said  cars  in  good 
order  and  repair  and  cause  the  said  cars  to  be  consecutively 
numbered  and  lettered  as  follows,  on  the  body  thereof,  thus  : 
"  Oar  Trust  of  New  York,"  and  on  the  bottom  side  rail,  "  C. 
T.  N.  Y.  Series.  -  ;"  and  shall  and  will  replace,  at  their  own 
cost,  any  of  the  said  cars  that  may  be  destroyed  from  any 
cause  whatever  during  the  continuance  of  this  lease,  by  other 
cars  of  equal  value  and  of  like  material,  character  and  con- 
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struction,  and  shall  not  allow  the  name  or  designation  of  any 
railroad  to  be  placed  on  such  cars,  except  as  "  lessee." 

That  the  said  railroad  company  shall  and  will,  through  their 
general  manager  or  other  proper  officer  or  agent,  furnish  to 
the  said  Trustees  once  in  every  year  during  the  continuance  of 
the  lease  an  accurate  statement  of  the  number  and  description 
of  the  said  cars  which  they  may  then  have  in  actual  service, 
the  number  and  description  of  all  that  may  have  been  de- 
stroyed, the  number  repaired  during  the  year  preceding,  and 
also  the  number  then  undergoing  repair  and  in  the  shops  of 
the  said  railroad  company  for  repairs.  And  that  the  said 
Trustees  shall  have  the  right  to  inspect  the  said  cars  once  in 
every  year  during  the  continuance  of  such  lease,  by  any  per- 
son or  agent,  to  be  appointed  by  said  Trustees,  and  such  per- 
son or  agent  shall  be  furnished  with  the  necessary  authority 
to  travel  without  charge  over  the  railroads  of  the  said  railroad 
company  for  the  purpose  of  making  such  inspection. 

That  the  railroad  company  shall  covenant  that  there  shall  be 
no  assignment  or  transfer  made  of  the  said  lease  by  the  volun- 
tary act  of  the  said  company,  nor  any  underletting  of  the  said 
cars,  without  the  consent  of  the  said  Trustees  to  be  endorsed 
on  said  lease  ;  and  that  the  said  Trustees  shall  have  the  right 
to  declare  the  said  lease  terminated  in  case  of  any  unauthor- 
ized sale  or  transfer  thereof  by  the  said  railroad  company,  or 
in  case  of  any  proceedings  at  law  or  in  equity  or  otherwise, 
howsoever,  in  which  the  said  railroad  company  may  be  parties, 
whereby  any  ot  the  rights,  duties  and  obligations  of  the  said 
railroad  company,  under  the  said  lease,  shall  or  may  be  trans- 
ferred, abridged,  or  in  any  manner  altered  or  impaired,  and 
that  the  termination  of  the  said  lease  under  this  covenant  shall 
have  the  same  effect  as  to  the  retaking  of  the  said  cars  by  the 
said  Trustees,  as  hereinafter  provided. 

That  there  shall  be  a  provision  in  the  said  lease  that  in  case 
the  said  railroad  company  shall  make  default  in  the  payment 
of  any  part  of  the  said  rent  or  of  any  of  said  sums  of  money 
for  more  than  thirty  days  alter  the  same  shall  become  due  and 
payable,  or  shall  fail  to  keep  the  said  cars  in  good  serviceable 
condition,  as  hereinbefore  provided,  the  said  Trustees  may,  by 
their  agent,  enter  upon  the  railroads  and  premises  of  the  said 
railroad  company  and  take  all  the  said  cars,  and  withdraw  the 
same  from  the  said  railroads  and  premises,  and  may  also  take 
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and  withdraw  the  said  cars  wheresoever  the  same  maybe  found ; 
and  upon  such  retaking  of  the  said  cars  the  said  Trustees  shall 
sell  the  same  in  such  manner  as  the  said  Trustees  may  deem 
most  beneficial  to  the  trust  and  apply  the  proceeds  thereof  to 
the  payment  of  the  rent  then  due,  together  with  interest  there- 
on to  the  date  of  sale,  and  shall  hold  the  said  railroad  company 
responsible  for  any  balance  of  the  said  rent  with  interest  then 
unpaid  ;  and  if  the  said  sale  shall,  afterpayment  of  the  said 
rent  and  interesfunpaid,  and  the  necessary  expenses  and  taxes 
aforesaid,  and  the  expenses  of  such  sale,  yield  any  surplus,  the 
same  shall  be  paid  to  the  said  railroad  company  ;  and  such  re- 
taking by  the  said  Trustees  shall  not  be  a  bar  to  the  recovery 
of  the  rent  apportioned  to  the  time  of  such  sale,  and  the  nec- 
essary taxes  aud  expenses  aforesaid. 

That  in  case  such  retaking  is  had  or  rightfully  demanded  in 
pursuance  of  said  lease,  the  said  railroad  company  shall  and 
will,  without  cost  or  charge  to  the  said  Trustees,  or  to  their  ces- 
tui? qui  trustent,  forthwith,  in  the  usual  manner  and  at  the 
usual  speed  of  freight  trains,  draw  the  said  cars  to  the  point 
or  points  on  the  railroads  owned,  leased,  or  operated  by  the 
said  railroad  company,  which  shall  reasonably  be  designated 
by  the  said  Trustees  as  the  point  or  points  at  which  the  said 
cars  shall  be  withdrawn'from  the  said  railroads. 

That  there  shall  be  a  stipulation  in  the  said  lease,  that  the 
said  railroad  company  become  parties  thereto  upon  the  condi- 
tion and  distinct  understanding  and  agreement  that  they  shall 
not  and  do  not  assume  or  incur  any  liability  or  responsibility 
for  the  application  or  non-application  of  the  said  rent  or  sums 
of  money  to  be  paid  by  them  to  the  said  Trustees  as  in  the  said 
lease  provided,  and  that  upon  the  payment  by  the  said  railroad 
company  of  all  the  rent  and  sums  of  money,  as  in  the  said 
lease  provided,  that  then  and  in  such  case,  upon  the  payment 
by  the  said  railroad  coinpany'to  the  said  Trustees  of  the  further 
sum  of  one  dollar,  the  said  Trustees  shall  and  will  forthwith 
sell  the  said  cars  to  the  said  railroad  company,  and  that,  there- 
upon, as  in  the  said  lease  provided,  all  the  said  cars  shall  be- 
come the  absolute  property  of  the  said  railroad  company,  and 
neither  the  said  Trustees  nor  their  cestuis  qui  trustent  shall 
have  any  further  control  over  or  interest  in  the  same. 

And  the  said  Trustees  shall  in  and  by  the  said  lease,  agree  to 
render  to  the  said  railroad  company  once  in  every  year  a  state- 
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ment  and  account  of  the  operations  and  cpnditions  of  the  trust, 
including  an  account  of  the  moneys  received  and  disbursed 
and  of  the  expenses  paid  and  of  the  -certificates  purchased, 
paid,  and  cancelled,  as  hereinafter  mentioned ;  and  that  the 
said  railroad  company,  at  all  reasonable  times,  shall  have  the 
right  to  inspect  the  books  and  accounts  of  the  said  Trustees  re- 
lating to  the  trust  and  the  certificates  purchased,  paid  and 
cancelled,  and  a  duplicate  of  the  said  yearly  statement  and  ac- 
count shall  be  retained  by  the  said  Trustees,  which  shall  at 
reasonable  times  be  open  for  inspection  by  the  holders  of  certi- 
ficates under  the  said  trust. 

Fourteenth. — The  said  Trustees  shall  and  will  see  to  and 
enforce  the  performance  of  all  and  singujar  the  covenants  and 
stipulations  of  the  said  lease,  and  shall  and  will  collect  and 
receive  from  the  railroad  company  the  aforesaid  rents  and 
sums  of  money  respectively  when  and  as  the  same  shall  become 
due  and  payable,  and  shall  apply  and  distribute  the  same  when 
and  as  rei  eived  to  the  respective  purposes,  as  follows : 

(I.;  To  the  payment,  purchase,  or  redemption  and  cancella- 
tion of  the  shares  in  the  Association  of  that  series  which  repre- 
sents the  cars  from  which  the  said  rent  has  been  derived  re- 
spectively, at  the  par  value  thereof,  to  be  made  at  the  time  or 
times  fixed  for  the  payment  of  dividends  to  the  shareholders ; 
and  the  said  Trustees  shall  previously  determine  by  lot  what 
certificates  shall  be  surrendered  to  them  for  cancellation  on 
payment  of  the  par  value  thereof,  and  they  shall  be  surren- 
dered to  the  said  Trustees  by  the  holders  thereof  before  or  at  ■ 
the  time  of  the  payment  of  the  djvidends  on  the  shares  repre- 
sented by  the  said  certificates,  and  the  said  certificates  shall 
thereupon  be  cancelled  by  the  said  Trustees. 

(2.)  To  the  payment  of  the  dividends  or  interest  and  at  the 
times  as  determined  by  each  lease  upon  the  principal  of  the 
shares  outstanding. 

(3.)  To  the  payment  of  the  necessary  expenses  of  the  trust 
connected  with  said  cars,  and  usual  in  cases  of  trust  estates, 
including  the  compensation  to  the  said  Trustees  at  the  rate  of 
one  thou  and  dollars  per  annum,  as  aforesaid. 

(4.)  To  the  payment  of  any  taxes  upon  the  cars  leased  or 
upon  the  interest  on  said  certificates,  or  which  may  be  required 
by  law  to  be  retained  from  the  interest  on  said  certificates. 
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Fifteenth. — The  said  Trustees  shall  have  and  hold  the  said 
cars  and  the  said  lease,  and  all  the  right,  title  and  interest 
therein  ;  and  shall  collect,  receive,  hold  and  apply  the  rents 
and  sums  of  money  to  be  paid  therefor  and  thereunder,  as  above 
provided,  for  the  use  and  benefit  of  the  holders  of  said  certifi- 
cates, until  all  the  said  rent  and  sums  of  money  shall  be  paid, 
as  in  the  said  lease  provided ;  and  when  and  as  soon  as  the 
said  rent  and  sums  shall  be  so  paid;  all  the  said  cars,  and  their 
fixtures  and  appurtenances,  shall  thereupon,  as  above  provided, 
become  the  absolute  property  of  the  railroad  company;  and 
neither  the  holders  of  the  said  certificates  nor  the  said  Trustees 
shall  have  any  further  control  over  or  interest  in  the  same. 

Sixteenth. — The  said  Trustees  shall  not  be  liable  or  respon- 
sible for  any  matter  or  thing  connected  with  the  trust  hereby 
intended  to  be  created,  except  for  their  own  willful  and  inten- 
tional breaches  thereof.  And  in  all  contingencies  that  may 
arise  not  herein  provided  for,  in  relation  to  the  trust  property, 
the  said  Trustees  shall  have  such  authority  as  may  be  given 
them  from  time  to  time  by  the  board  of  managers. 

Seventeenth. — This  agreement  shall  take  effect  as  soon  as  five 
hundred  shares  of  the  said  capital  stock  shall  have  been  sub- 
scribed ;  and  the  said  board  of  managers  and  the  said  Trustees 
may  thereupon  enter  into  any  contracts  herein  authorized 
under  the  limitations  and  restrictions  herein  provided. 

Eighteenth. — All  installments  paid  upon  the  said  stock  shall 
be  entitled  to  the  profits  earned  thereon  from  the  date  of 
payment,  not  exceeding  the  rate  of  seven  per  cent,  per  annum; 
Provided,  however,  that  this  section  shall  apply  only  to  sub- 
scribers not  in  default  under  any  of  the  provision  of  this  agree- 
ment. 

Nineteenth. — The  Hon.  Edwin  D.  Morgan,  and  Alfred  W. 
Morgan  of  the  City  of  New  York,  shall  be  the  Trustees  under 
-this  agreement. 

Twentieth. — In  the  event  of  the  death,  the  declination  or 
disability  from  any  cause  of  either  or  both  of  the  said  Trustees 
to  act  in  such  capacity,  at  any  time  before  the  full  execution 
and  performance  of  the  trust  hereunder,  the  board  of  managers 
shall  have  the  power  to  appoint  a  successor  or  successors  in 
the  said  trust,  who  shall  thereupon  be  and  become  vested  with 
all  the  powers  and  duties  herein  conferred  and  imposed  upon 
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the  Trustees  above  named,  as  fully,  and  to  all  intents  and  pur- 
poses, as  if  such  successor  or  successors  were  herein  and 
hereby  appointed. 

Twtnty-first. — This  agreement  is  executed  in  triplicate,  one 
of  which  shall  be  deposited  in  the  office  of  the  Register  of 
Deeds  in  the  City  and  County  of  New  York  ;  and  one  thereof 
shall  be  deposited  with  the  Trustees  hereunder. 

All  persons  subscribing  their  names  hereto  after  the  date  of 
the  deposit  hereof  in  the  office  of  the  Register  of  Deeds  in  the 
City  and  County  of  New  York,  shall  be  as  fully  and  firmly 
bound  by  all  the  provisions  hereof  as  if  the  said  subscription 
had  been  made  prior  to  the  date  of  such  deposit ;  and  no  dis- 
tinction shall  be  made  by  reason  thereof  between  or  among 
any  of  the  said  subscribers. 

Witness  the  hands  and  seals  of  the  persons  parties  hereto, 
and  the  corporate  seal  of  the  said  New  York,  Lake  Erie 
and  Western  Railroad  Company,  duly  attested,  the  day  and 
year  first  above  written. 


We,  Edwin  D.  Morgan  and  Alfred  W.  Morgan,  the  Trustees 
named  in  the  forgoing  agreement,  in  consideration  of  the  prem- 
ises, do  hereby  accept  the  trust  in  said  agreement  created,  and 
upon  the  terms  and  conditions  therein  specified. 

Witness  our  hands  and  seals  this 
day  of 

A.  D.  187a 

[SEAL.] 
[SEAL.] 
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Exhibit  KTo.  1©.— July  11, 1879.     " 

This  Agreement,  made  and  entered  into  the 

Anno  Domini  one  thousand 
eight  hundred  and  seventy-nine,  between  Edwin  D.  Morgan 
and  Alfred  W.  Morgan,  of  the  City  of  New  York,  Trustees  as 
hereinafler  mentioned,  and  hereinafter  called  the -lessors,  par- 
ties of  the  first  part,  and  The  New  York,  Lake  Erie  and  West- 
ern Railroad  Company,  hereinafter  called  the  lessees,  parties 
of  the  second  part. 

Whereas  a  certain  agreement  has  been  entered  into  bearing 
date  the  second  day  of  September,  a.  d.  1878,  between  John 
Lowber  Welsh,  Homer  Ramsdell,  John  A.  Hardenbergh,  George 
R.  Blanchard,  Clemuel  R.  Woodin,  and  the  New  York,  Lake 
Erie  and  Western  Railroad  Company,  whereby  an  association 
has  been  formed  under  the  name  of  the  Car  Trust  of  New  York, 
for  the  purpose  of  buying,  selling  and  leasing  railroad  cars  as 
in  said  agreement  mentioned ;  and  whereas,  John  Lowber 
Welsh,  Homer  Ramsdell,  John  A.  Hardenbergh,  George  R, 
Blanchard  and  Clemuel  R.  Woodin,  are  designated  and. 
appointed  by  the  said  agreement  as  the  managers  of  the  said 
association,  and  the  Hon.  Edwin  D.  Morgan  and  Alfred  W. 
Morgan  are  the  Trustees  under  the  said  agreement,  with  a  fur- 
ther provision  in  said  agreement,  whereby,  in  the  event  of  the 
death,  the  declination,  or  the  disability  of  either  or  both  of  the. 
said  Trustees  to  act  in  such  capacity  before  the  full  execution 
and  performance  of  such  trust,  the  said  managers  are  author- 
ized to  appoint  a  successor  or  successors  in  the  said  trust. 
And  it  is  provided  in  the  said  agreement,  among  other  things, 
that  the  Trustees  shall  have  full  power  and  authority,  under 
the  direction  of  the  Board  of  Managers,  to  enter  into  an  agree- 
ment with  the  New  York,  Lake  Erie  and  Western  Railroad 
Company  for  leasing  cars  to  the  said  railroad  company  upon 
the  terms  and  conditions  in  the  said  agreement,  and  hereinafter 
set  forth  ;  to  collect  and  receive  the  rent  and  sums  of  money 
to  be  paid  by  the  said  railroad  company,  as  in  the  said  lease 
provided,,  and  to  apply  the  said  moneys  to  the  payment  of  the 
expenses  of  the  trust  and  taxes,  if  any,  upon  the  trust  property 
and  income,  and  the  principal  of  and  interest  upon  certain  cer- 
tificates as  in  the  said  agreement  is  particularly  and  fully  set 
forth -and  will  more  fully  and  at  large  appear. 
*  37 


290 

Now  this  agreement  witnesseth,  that  Edwin  D.  Morgan  and 
Alfred  W.  Morgan,  Trustees,  as  aforesaid,  parties  of  the  first 
part  (acting  under  and  in  pursuance  of  the  directions  contained 
in  the  said  agreement),  as  well  in  consideration  of  the  sum  of 
one  dollar  to  them  paid  by  the  said  New  York,  Lake  Erie  arid 
Western  Railroad  Company,  parties  of  the  second  part,  at  and 
before  the  sealing  and  delivery  hereof,  the  receipt  of  which  is 
hereby  acknowledged,  as  of  the  rent  and  sums  of  money  and 
covenants  hereinafter  mentioned,  to  be  paid,  kept  and  performed 
by  the  said  parties  of  the  second  part,  have  let  and  leased,  and 
by  these  presents,  under  and  by  virtue  of  the  said  recited 
agreement,  do  let  and  lease  unto  the  parties  of  the  second  part, 
and  their  successors,  for  the  use  of  the  parties  of  the  second 
part,  in  the  transportation  of  freight,  all  and  singular  the  fol- 
lowing cars,  to  wit :  three  thousand  and  twenty-four  box  freight 
cars  of  class  A ;  and  five  hundred  gondola  cars,  more  particu- 
larly set  forth  in  the  schedule  or  inventory  hereto  annexed, 
with  their  fixtures  and  appurtenances,  for  the    term    of   five 
years  from  and  after  the  first  day  of  August,  1879,  unless 
sooner  terminated  as  hereinafter  provided,  at  and  for  the  rent 
or  sums  of  money,  for  the  rent  or  hire  of  the  said  cars,  to  be 
paid  to  the  said  lessor,  quarter  yearly,  during  the  said  term, 
which  rent  or  sum  of  money  shall  be  equal  to  six  per  cent.  (6 
per  cent.)  per  annum  upon  the  whole  amount  of  the  principal, 
represented  by  the  certificates  of  shares  issued,  which  may  be 
outstanding  at  the  time  of  such  payment,  and  also  the  sum  of 
sixty-nine  thousand  seven  hundred  and  thirty  dollars  ($69,730). 
The  said  quarterly  payments  to  be  made  on  the  first  days  of 
the  months  of  November,  February,  May  and  August  in  each 
year  during  the  said  term ;  together  with  a  further  sum,  which 
shall  be  equal  to  all  the  necessary  expenses  of  conducting  the 
trust  connected  with  the  said  cars,  and  usual  in  cases  of  trust 
estates,  and  the  compensation  to  the  said  lessors  of  the  sum 
of  one  thousand  dollars  per  annum  during  the  continuance  of 
this  lease ;  which  sum  shall  be  a  full  compensation  for  all  ser- 
vices in  any  manner  rendered  by  the  said  lessors ;  and  a  fur- 
ther sum,  which  shall  be  equal  to  any  and  all  taxes  which  shall 
be  assessed  upon  the  said  cars  leased,  or  upon  the  interest  upon 
the  said  certificates  in  said  agreement  mentioned,  which  may 
be  required  by  law  to  be  retained  from  such  interest ;  the  said 
two  last-mentioned   sums  to  be  paid  quarterly,  or  when  de- 
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manded  by  the  said  lessors,  and  to  be  applied  by  them  to  the 
payment  of  said  expenses  and  taxes ;  provided,  however,  that 
the  said  lessees  shall  have  the  right  at  any  time  of  anticipating 
the  payment  of  all  or  any  of  said  quarterly  instalments  of  rent 
by  paying  such  sum  or  sums  respectively  as  would  amount  to 
such  quarterly  rent  or  rents  if  interest  were  added  at  the  rate 
of  six  per  centum  per  annum. 

In  the  event  that  all  of  the  said  cars  shall  not  be  delivered 
to  the  lessees,  in  accordance  -with  the  terms  of  this  lease,  then, 
and  in  such  case,  this  lease  shall  be,  and  remain  in  full  force 
and  effect,  as  to  all  such  cars,  portion  of  those  hereby  let,  as 
shall  or  may  Jbe  delivered  hereunder,  excepting  only,  that  in 
lieu  and  in  stead  of  the  quarterly  payments  of  rent  herein 
specified,  said  lessees  shall  pay  a  proportional  part  thereof  re- 
spectively, calculated  upon  the  basis  of  the,  cost  of  the  cars  in 
their  several  classes,  namely,  $400  per  car  of  Class  A,  and 
$370  for  gondola  cars. 

And  the  said  lessees,  in  consideration  of  the  premises,  do 
by  these  presents  covenant  and  agree  with  the  said  lessors  as 
follows  :  That  they,  the  said  lessees,  shall  and  will  pay  to  the 
said  lessors  the  said  rent  and  sums  of  money  above  specified, 
on  the  days  and  times,  and  in  the  manner  aforesaid,  and  shall 
and  will,  at  their  own  proper  cost  and  expense,  keep  and  main- 
tain the  said  cars  in  good  order  and  repair,  and  cause  the  said 
cars  to  be  consecutively  numbered  and  lettered  as  follows,  on 
the  body  thereof,  thus — "  Car  Trust  of  New  York,"  and  on 
the  bottom  side  rail — "C.  T.  N.  f.,  Series  B. ;"  and  shall  and 
will  replace,  at  their  own  cost,  any  of  the  said  cars  that  may 
be  destroyed  from  any  cause  whatever  during  the  continuance 
of  this  lease,  by  other  cars  of  equal  value,  ajid  of  like  mate- 
rial, character  and  construction,  and  shall  not  allow  the  name 
or  designation  of  any  railroad  to  be  placed  on  such  cars  ex- 
cept as  "  lessee." 

That  the  said  lessees  shall  and  will,  through  their  proper 
officer  or  agent,  furnish  to  the  said  lessors,  once  in  every  year 
during  the  continuance  of  this  lease,  an  accurate  statement  of 
the  number  and  description  of  the  said  cars,  which  they  may 
then  have  in  actual  service,  the  number  and  description  of  all 
that  may  have  been  destroyed,  the  number  repaired  during 
the  yearjjpreceding,  and  also  the  number  then  undergoing  re- 
pair, and  in  the  shops  of  the  lessees  for  repair.     And  that  the 
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said  lessors  shall  have  the  right  to  inspect  the  said  cars  once 
in  every  year  during  the  continuance  of  this  lease,  by  any  per- 
son or  agent  to  be  appointed  by  said  lessors,  and  such  person 
or  agent  shall  be  furnished  with  the  necessary  authority  to 
travel  without  charge  over  the  railroads  of  the  said  lessees  for 
the  purpose  of  making  such  inspection. 

That  the  said  lessees  shall  not  and  will  not  make  any  vol- 
untary assignment  or  transfer  of  this  lease,  or  underlet  the 
said  cars,  without  the  consent  of  the  said  lessors  to  be  en- 
dorsed hereon,  and  the  said  lessors  shall  have  the  right  to 
declare  this  lease  terminated  in  case  of  any  unauthorized  sale 
or  transfer  hereof  by  the  said  lessees,  or  in  case  of  any  pro- 
ceeding at  law  or  in  equity,  or  otherwise  howsoever,  in  which 
the  said  lessees  may  be  parties,  whereby  any  of  the  rights, 
duties  and  obligations  of  the  said  lessees  under  this  lease  shall 
be  or  may  be  transferred,  abridged,  or  in  any  manner  altered 
or  impaired ;  and  the  termination  of  this  lease  under  this 
covenant  shall  have  the  same  effect  ?.s  to  the  retaking  of  the 
said  cars  by  the  said  lessor  as  hereinafter  provided. 

And  it  is  hereby  provided,  understood  and  agreed,  by  and 
between  the  said  parties  hereto,  that  in  case  the  L  ssee  shall 
make  default  in  the  payment  of  any  part  of  the  said  rent,  or  of 
any  of  said  sums  of  money  for  more  than  thirty  days  after  the 
same  shall  become  due  and  payable,  or  shall  fail  to  keep  the 
said  cars  in  good  serviceable  condition,  as  hereinbefore  pro- 
vided, the  said  lessors  may,  by  their  agents,  enter  upon  the 
railroads  and  premises  of  the  said  lessees  and  take  all  the  said 
cars,  and  withdraw  the  same  irom  said  railroad  and  premises, 
and  may  also  take  and  withdraw  the  said  cars  wherever  the 
same  may  be  found  ;  and  upon  such  retaking  of  said  cars  the 
slid  lessors  shall  sell  the  same  in  such  manner  as  they  may 
deem  most  beneficial  to  the  trust,  and  apply  the  proceeds 
thereof  to  the  payment  of  the  rent  then  due,  together  with 
interest  thereon  to  the  day  of  sale,  and  shall  hold  the  said 
•lessees  responsible  for  any  balance  of  the  said  rent,  with 
interest  then  unpaid ;  and  if  the  said  sale  shall,  after  payment 
of  the  said  rent  and  interest  unpaid,  and  the  necessary  expenses 
and  taxes  aforesaid,  and  the  expenses  of  such  sale,  yield  any 
surplus,  the  same  shall  be  paid  to  the  said  lessees  ;  and  such 
retaking  by  the  said  lessors  shall  not  be  a  bar  to  the  recovery 
of  the  rent  apportioned  to  the  time  of  such  sale,  and  the  neces- 
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sary  taxes  and  expenses  aforesaid.  And  in  case  such  retaking 
of  said  cars  is  had  or  rightfully  demanded  in  pursuance  of 
this  lease,  the  said  lpssee  shall  and  will,  without  cost  or  charge 
to  the  said  lessors,  or  to  their  cesiuis  que  trvstent  forthwith,  in 
the  usual  manner  and  at  the  usual  speed  of  freight  trains, 
draw  the  said  cars  to  the  point  or  points  on  the  railroads 
owned,  leased  or  operated  by  the  said  lessee,  which  shall 
reasonably  be  designated  by  the  lessors  as  the  point  or  points 
at  which  the  said  cars  shall  be  withdrawn  from  the  said  rail- 
roads. 

And  it  is  further  hereby  stipulated  and  agreed,  that  the  said 
lessees  become  !  parties  to  this  lease  upon  the  condition  and 
distinct  understanding  and  agreement  that  they  shall  not  and 
do  not  assume  or  incur  any  liability  or  responsibility  for  the 
application  or  non-application  of  the  said  rent  or  sums  of 
money  to  be  paid  by  them  to  the  said  lessors,  as  in  this  leaise 
provided;  and  that  upon  the  payment  by  the  said  lessees  of 
all  the  rent  and  sums  of  money,  as  herein  provided,  that  then 
and  in  such  case,  upon  the  payment  by  the  said  lessee  to  the 
saidlessors  of  the  further  sum  of  one  dollar,  the  said  lessors  shall 
and  will  forthwith  sell  the  said  cars  to  the  said  lessees,  and  that 
all  the  said  cars  hereby  leased  shall  thereupon  become  the  ab- 
solute property  of  the  said  lessees,  and  that  neither  the  said 
lessors  nor  their  cestuis  que  trustent  shall  have  any  further 
control  over  or  interest  in  the  same. 

And  the  said  lessor  hereby  agree  to  render  to  the  said  lessees 
once  in  every  year  a  statement  and  account  of  the  operations 
and  conditions  of  the  trust,  including  an  account  of  the  moneys 
received  and  disbursed  and  of  the  expenses  paid,  and  of  the 
certificates  purchased,  paid  and  cancelled  as  in  the  said  agree- 
ment mentioned  ;  and  the  said  lessees  shall  have  the  right  at 
all  reasonable  times  to  inspect  the  books  and  accounts  of  the 
said  lessors  relating  to  the  trust  and  the  certificates  purchased, 
paid  and  cancelled,  and  a  duplicate  of  the  said  yearly  state- 
ment.and  account  shall  be  retained  by  the  said  lessors,  which 
shallat  all  reasonable  times  be  opened  for  inspection  by  the 
holders  of  the  certificates  mentioned  in  the  said  agreement. 
'■  In  witness  wherecf,  the  parties  of  the  first  pajt  have  here- 
to set  their  "hands  and  seals,  and  the  party  of  the  second  part 
has  caused  to  be  hereto  applied  its  corporate:  seal  duly  attested, 
the  day  and  year  first  above  written. 
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Bingham  Brothers, 

New  York. 

John  Bingham  <fc  Co., 

Liverpool. 


47  Exchange  Place  (P.  O.  Box)  4069), 
New  York,  July  11th,  1879. 


Hon.  A.  B.  Hepburn,  Chairman, 

Committee  on  Railroads. 

Dear  Sir, — Your  communication  of  the  9th  inst.  came  duly 
to  hand.  In  reply  we  submit  list  of  all  contracts  made  during 
1878  and  1879,  with  N.  Y.  Central  E.  K.  for  carriage  of  grain 
from  Chicago  (during  1878  and  1879).  We  have  made  no  con- 
tracts with  Erie  B,'y  from  Chicago,  nor  with  that  or  any  other 
road  from  Kansas  City,  of  which  we  find  any  record. 
The  figures  given  are  net. 

Yours  respectfully, 

Bingham  Brothers, 

By  David  Bingham. 


Exhibit  Xo.  1.— July  14,  1879. 

Earnings  and  cash  receipts  and  payments  of  New  York  Cen 
tral  &  Hudson  Eiver  Railroad  Company  for  the  year  end- 
ing September  30,  1870. 

Railkoad  Repobt. 

Earnings  and  Cash  Receipts  and  Payments. 

1st.  Earnings : 

From  passengers $6,738,592  01 

From  freight 14,327,418  28 

From  other  sources 1,135,511  14 

Total $22,201,521  43 

2d.  Receipts : 

From  passengers .  .     $fi,738,592  01 

From  freight 14,489,216  52 

Rents,  interest,  dividends  on   stock  held    in 

other  railroad  companies,  use  of  engines  and 

cars,  work  done  at   shops,  telegraph,  mail 

service  and  miscellaneous  items 1,135,511  14 

$22,363,319  67 

3d.  Payments,  other  than  for  construction  : 

For  transportation  expenses $14,068,079  31 

For  interest 1,093,840  80 

For  dividends  paid  and  balance  on  hand  for 

dividends,  October  15,  1870,  at  rate  of  8  per 

cent,  per  annum 6,861,241  29 

For  United  States  tax  on  earnings     168,975  89 

For  rents 60,000  00 

For  sinking  fund 111,182  38 

Total $22,363,319  67 

The  foregoing  is  an  extract  from  the  report  of  the  New  York 
Central  &  Hudson  River  Railroad  Company  for  the  year  end- 
ing September  30,  1870. 
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Exhibit  No.  1.— July  15,  1879. 

Office  of  the 
State  Engineer  and  Sueteyoe, 
Eailroad  Department, 
Albany,  N.  Y.,  October  25th,  1878. 

Dear  Sir — A  number  of  imperfect  returns  have  been  re- 
ceived at  this  office  from  railroad  corporations  this  year. 
Although  the  blanks  have  been  filled  out  in  the  same  maDner 
and  received  and  accepted  by  this  department  for  several 
years,  they  do  not  comply  with  the  requirements  of  the  law. 

Sec.  31,  chap.  140,  Laws  of  1850,  specify  the  questions  to  be 
answered  by  steam  railroad  companies,  and  as  amended  by 
sec.  2,  chap.  906,  Laws  of  1867,  the  questions  to  be  answered 
by  horse  railroad  companies. 

Sec.  1,  chap.  844,  Laws  of  1869,  releases  the  lessors  of  rail- 
roads from  reporting  certain  items  connected  with  the  oper- 
ations of  the  roads  leased,  but  not  to  the  extent  assumed  by 
some  officers. 

The  following  explanation  of  items  may  prevent  improper 
returns : 

Floating  debt  consists  of  all  liabilities,  except  the  funded 
debt. 

Total  receipts  (page  18  in  steam  and  page  9  in  horse  re- 
ports) should  contain  all  receipts  of  the  corporation  for  the 
fiscal  year,  and  payments  on  page  9  of  horse  road  report 
should  contain  all  amounts  expended.  The  item  101,  payment 
to  surplus  fund  (in  steam  reports)  is  the  amount  (profit,  <fcc.) 
to  balance  total  receipts  for  the  year.  The  item  at, bottom  of 
the  page  is  the  total  amount  of  surplus  on  hand  Sept.  30th, 
1878,  and  should  be  filled  in. 

Lessors  of  leased  roads  should  report  receipts  from  rents 
and  other  sources,  and  also  salaries  and  office  expenses,  &c, 
opposite  items  73  and  74,  page  16,  steam  reports,  and  items  32 
and  33,  page  8,  horse  reports  ;  also,  interest,  dividends  on 
stock,  taxes  (if  paid  by  them),  &c.  If  any  items  in  the  blanks 
cannot  be  filled  out,  the  reason  should  be  given  for  the  omis- 
sion. 

By  the  co-operation  of  the  several  railroad  companies  with 
this  department,  I  hope  to  make  the  next  report  of  the  State 
Engineer  and  Surveyor  as  perfect  as  possible.     I  earnestly  re- 
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quest  you  to  forward  your  report  as  soon  as  convenient.  Surely 
by  the  first  of  December. 

Very  respectfully, 

E.  D.  SMALLEY, 

Deputy  State  Engineer  and  Surveyor. 


'■} 


Exhibit  No.  1  .—August  20,  1879. 

No.  46. 

Office  of  the  Joint  Executive  Committee, 
•346  Broadway,  New  York,  July  24th,  1879. 

To 

Dear  Sir, — The  following  agreement,  made  by  the  Trunk 
Lines  Executive  Committee  is  now  submitted  for  your  vote  as 
a  member  of  the  Joint  Executive  Committee,  as  per  articles  31 
and  32  of  the  organization. 

Will  you  please  record  your  vote  upon  this  agreement,  and 
return  the  same  to  me  ?  I  enclose  two  copies,  one  of  which  is 
to  be  kept  by  you.     ' 

Very  respectfully, 

ALBERT  FINK, 

Chairman. 

Agkeement. 

The  Executive  Committee  of  Trunk  Lines  acting  under  arti- 
cles 31  and  32,  in  their  meeting  held  at  Long  Branch  July  23d, 
1879,  have  agreed  for  the  roads  which  they  represent,  to  dis- 
continue hereafter  the  practice  of  contracting  for  any  special 
or  given  lots,  blocks  or  quantities  of  freight  at  tariff  rates  or 
less  than  taritf  rates  to  the  seaboard,  on 
home  or  foreign  business ;  and  it  is  further  agreed  that  ten 
days'  notice  is  to  be  given  of  any  increase  in  the  rates,  and  that 
all  shipments  not  actually  made  during  these  ten  days  will  not 
be  made  at  less  than  the  increased  rates. 

The  Trunk  Lines  Executive  Committee  ask  that  all  the  roads 
represented  upon  the  Joint  Executive  Committee  and  all  other 
connecting  roads  adopt  and  enforce  the  same  rule ;  and  the 
Chairman  is  requested  to  obtain  their  votes  in  writing  upon 
the  above  agreement,  and  at  the  same  time  to  give  notice  that 
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whether  connecting  roads  adopt  or  do  not  adopt  this  plan,  the 
trunk  lines  will  hereafter  be  no  parties  to  any  contracts  either 
as  regards  time,  quantities  or  special  rates  in  conflict  with  the 
above  agreement. 

The  Chairman  is  also  requested,  in  case  the  Joint  Executive 
Committees  adopt  the  above  agreement  according  to  the  rules 
of  said  Committee,  to  make  this  agreement  known  to  the 
public. 

Attest :  ALBEET  FINK, 

Chairman. 

The  undersigned,  acting  for  the 

Railroad,  hereby  votes  in  the and  "agrees  to  be 

bound  by  the  agreement,  if  adopted  and  carried  out  according 
to  the  rules  governing  the  Joint  Executive  Committee. 

1S79. 


Exhibit  IVo.  2.— August  20,  1879. 

Circular  No.  63. 

Office  of  the  Chairman         \ 

of  the  Joint  Executive  Committee,  v 

346  Broadway,  New  York,  August  13th,  1879.      j 

Result  of  Vote   on  Discontinuing  the  Special  Contract 

System. 

The  vote  on  the  proposition  contained  in  Circular  No.  46, 
"  To  discontinue  hereafter  the  practice  of  contracting  for  any 
special  or  given  lots,  blocks  or  quantities  of  freight  at  tariff 
rates,  or  at  less  than  tariff  rates,  to  the  seaboard,  on  home  or 
foreign  business,  and  to  give  ten  days'  previous  notice  of  any 
increase  in  the  tariff,"  has  been  adopted  unanimously  by  the 
Joint  Executive  Committee,  in  which  the  following  railroad 
companies  are  now  represented : 

Atlantic  &  Great  Western. 
Baltimore  &  Ohio. 
Boston  &  Albany. 
Canada  Southern. 
Central  Vermont. 
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Chicago  &  Alton. 

Chicago,  Burlington  &  Quincy. 

Cleveland,  Columbus,  Cincinnati  &  Indianapolis. 

Grand  Trunk. 

Great  Western. 

Indianapolis,  Cincinnati  &  Lafayette. 

Indianapolis  &  St.  Louis. 

Lafayette,  Bloomington  &  Muncy. 

Lake  Shore  &  Michigan  Southern. 

Marietta  &  Cincinnati. 

Michigan  Central. 

New  York  Central. 

New  York,  Lake  Erie  &  Western. 

Ohio  &  Mississippi. 

Pennsylvania  Railroad. 

Pennsylvania  Company. 

Toledo,  Peoria  &  Warsaw. 

Vandalia  Line. 

Wabash.  x 

Illinois  Midland. 

Louisville,  Cincinnati  &  Lexington. 

The  practice  of  making  special  contracts  has  heretofore  been 
in  the  way  of  maintaining  the  established  tariffs,  and  of  secur- 
ing equal  rates  to  all  shippers  for  similar  services  performed. 

The  above  action  is  taken  by  the  Joint  Executive  Commit- 
tee in  the  interest  of  the  railroad  companies,  as  well  as  in  the 
interest  of  the  shippers,  and  it  is  important  that  the  managers 
of  the  roads  represented  on  the  Committee  should  see  that  the 
agreement  is  strictly  adhered  to  by  their  agents  and  agents 
of  connecting  roads. 

Notice  is  hereby  given  to  all  connecting  roads  not  repre- 
sented on  the  Joint  Executive  Committee,  that  the  roads 
named  above  will  not  be  parties  to  special  contracts,  and  will 
exact  their  full  proportion  of  tariff  rates. 

Any  violation  of  the  above  agreement  should  be  promptly 
reported  to  this  office  for  investigation,  in  order  that  the  re- 
sponsibility for  breaking  the  agreement  may  be  determined. 

ALBERT  FINK, 

/  Chairman. 
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Exhibit  No.  5.— August  20,  1879. 

An  indentcke  made  the  fifth  day  of  October,  A.  D.  1878,  by 
and  between  the  New  York,  Lake  Erie  &  Western  Railroad 
Company,  a  corporation  created  by  and  under  the  laws  of  the 
State  of  New  York,  party  of  the  first  part,  and  the  Farmers' 
Loan  &  Trust  Company,  of  the  City  of  New  York,  a  corpora- 
tion duly  created,  organized  and  existing  under  the  laws  of 
the  State  of  New  York,  Trustee,  with  full  power  and  authority 
to  accept  and  execute  the  trust  hereinafter  declared,  imposed 
and  accepted,  party  of  the  second  part. 

Whereas,  by  an  act  of  the  Legislature  of  the  State  of  New 
York,  passed  April  24th,  1832,  entitled  "An  Act  to  Incorporate 
the  New  York  &  Erie  Railroad  Company,"  a  corporation  was 
created,  under  the  name  of  the  New  York  &  Erie  Railroad 
Company,  for  the  purpose  of  constructing,  owning  and  oper- 
ating a  line  of  railroad  for  the  carriage  of  freight  and  passen- 
gers between  the  City  of  New  York  and  Lake  Erie,  in  the  said 
State  ;  and  by  the  said  act,  and  by  other  acts  of  the  said  Leg- 
islature, and  by  certain  statute  laws  of  the  State  of  Pennsyl- 
vania, the  said  company  was  authorized  to  construct  and 
operate  a  certain  part  of  its  line  of  railroad  through  the 
Counties  of  Pike  and  Susquehanna,  in  the  State  of  Pennsyl- 
vania, and  did  subsequently  lawfully  acquire  certain  franchises, 
privileges,  powers,  leasehold  estates,  rights  and  interest  iu  the 
State  of  New  Jersey. 

And  whereas,  afterwards,  in  or  about  the  year  1859, 
such  proceedings  were  had  that  certain  mortgages 
theretofore  made  by  the  said  New  York  &  Erie  Railroad 
Company  were  foreclosed,  and  all  and  singular  the  franchises 
and  property  of  the  said  Company  sold ;  and  the  Erie 
Railway  Company,  a  corporation  duly  created,  organized  and 
established,  under  and  by  virtue  of  the  laws  of  the  said  State 
of  New  York,  acquired,  succeeded  to,  and  became  lawfully 
possessed  of  all  and  singular  the  franchises,  property,  rights, 
and  privileges  of  the  said  New  York  and  Erie  Railroad  Com- 
pany, subject,  however,  to  certain  prior  mortgages  created  by 
that  company  to  secure  its  bonds,  of  which  there  are  now  out- 
standing the  following  amounts  or  thereabout,  that  is  to  say, 
so-called  First  Mortgage  Bonds  to  the  amount  of  $2,483,000  ; 
so-called   Second  Mortgage   Bonds,  amounting  to  $2,174,000  ; 
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so-called  Third  Mortgage  Bonds,  amounting  to  $4,852,000 ; 
so-called  Fourth  Mortgage  Bonds,  amounting  to  $2,937,000  ; 
and  so-called  Fifth  Mortgage  Bonds,  amounting  to  $709,500. 

And  whereas,  afterwards,  a  lien  was  created  by  the  Buffalo 
Branch  of  the  Erie  Railway  and  the  Erie  Railway  Company 
by  a  mortgage  of  the  railroad  running  from  Hornellsville,  in 
Steuben  County,  to  Attica,  in  Wyoming  County,  in  the  State  of 
New  Tork,  together  with  all  the  property,  franchises,  interests 
and  appurtenances  appertaining  to  the  said  railroad,  known 
as  the  Buffalo  Branch  of  the  Erie  Bailway  Company,  to  secure 
the  payment  of  the  bonds  therein  mentioned,  which  bonds, 
are  now  outstanding  to  the  amount  of  $182,000,  as  by  reference 
to  the  said  mortgage,  bearing  date  the  1st  day  of  July,  1861, 
on  record,  will  more  fully  and  at  huge  appear. 

And  whereas,  afterwards,  on  the  1st  day  of  September,  1870, 
the  said  Erie  Railway  Company,  then  being  so  possessed  as 
aforesaid  of  the  said  franchises,  property,  rights  and  privilges, 
and  engaged  in  operating  its  line  of  Bailway,  branches  and 
leased  lines,  and  being  thereto  duly  authorized  by  law,  did  ex- 
ecute and  deliver  to  the  Farmers'  Loan  and  Trust  Company, 
Trustee,  a  mortgage  hereinafter  called  the  First  Consolidated 
Mortgage  of  all  and  singular  the  railway  and  franchises  of  the 
said  Erie  Bailway  Company,  as  by  the  said  mortgage  will  fully 
and  at  large  appear,  to  secure  a  series  of  the  bonds  of  such 
company  of  even  date  with  the  said  mortgage,  amounting  in 
in  the  aggregrte  to  $30,000,000,  whereof  bonds  to  the  amount 
of  $18,554,000  were,  by  the  terms  of  the  said  mortgage,  to  be 
reserved,  and  were  reserved  by  the  said  Trustee,  the  Farmers' 
Loan  and  Trust  Company,  to  be  exchanged  from  time  to  time 
for  the  aforesaid  Bonds  of  the  New  York  and  Erie  Railroad 
Company,  and  except  in  so  far  as  such  exchange  has  actually 
been  made,  are  still  so  held  by  the  said  Trustee  for  the  pur- 
poses of  such  exchange. 

And  whereas,  afterwards,  to  wit,  on  the  4th  day  of  February, 
1874,  the  said  Erie  Railway  Company  did  execute  a  further 
Deed  of  Trust,  by  way  of  mortgage  to  the  said  Farmers'  Loan 
and  Trust  Company  of  the  City  of  New  York  (hereinafter 
called  the  Second  Consolidated  Mortgage),  of  all  and  sigular 
its  said  franchises,  railway,  property,  rights  and  privileges,  as 
will  more  fully  and  at  large  appear  by  the  said  mortgage,  ref- 
erence thereto  being  had,  to  secure  bonds  of  the  said  Erie 
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Railway  Company,  therein  particularly  described  ±o  the  amount 
in  the  aggregate  of  $40,000,000,  including  $10,000,000  so-called 
Gold  Convertible  Bonds,  of  which  bonds,  including  both 
classes,  bonds  to  the  amount  in  the  aggregate  of  $25,000,000 
are  subject  to  the  provisions  contained  in  the  plan  and  agree- 
ment for  reorganization  hereinafter  mentioned,  and  the  re- 
sidue have  never  been  issued. 

And  whereas,  default  having  been  made  in  the  payment  of  in- 
terest on  the  bonds  so  as  aforesaid  secured  by  the  said  Second 
Consolidated  Mortgage,  an  action  was  brought  thereon  in  the 
Supreme  Court  of  the  State  of  New  York,  in  the  City  and  County 
of  York,  on  or  about  the  15th  day  of  June,  1875,  for  the  fore- 
closure of  the  said  mortgage,  in  which  action  judgment  of  fore- 
closure and  sale  was  duly  entered  in  the  said  Supreme  Court 
on  or  about  the  7th  day  of  November,  1877,  to  which  judg- 
ment, lemaining  of  record  in  the  said  Court,  reference  is  had. 

And  whereas,  afterwards,  on  the  2 1th  day  of  April,  1878, 
under  and  in  pursuance  of  the  said  judgment  the  said  mort- 
gaged premises  and  every  part  thereof  were,  subject  to  a  lien 
for  the  Receiver's  indebtedness,  sold  at  public  auction,  and  at 
such  sale  the  same  and  every  part  thereof  were  purchased 
by,  and  afterwards,  on  the  26th  day  of  April,  1878,  were  duly 
conveyed  to  Edwin  D.  Morgan,  John  Lowber  Welsh  and  David 
A.  Wells,  Trustees,  as  hereinafter  more  particularly  set  forth, 
and  the  said  purchasers  did  thereafter,  on  or  about  the  27th 
day  of  April,  1878,  proceed  in  due  conformity  with  law  to  or- 
ganize the  said  the  New  York,  Lake  Erie  and  Western  Rail- 
road Company,  party  hereto  of  the  first  part,  and  did  duly  file 
in  the  office  of  the  Secretary  of  State  for  the  State  of  New 
York,  the  Certificate  of  Incorporation  required  by  law  in  such 
cases  to  be  made  and  filed,  and  did,  on  the  clay  and  year  last 
aforesaid,  duly  convey  to  the  party  of  the  first  part  the  said 
the  New  York,  Lake  Erie  and  Western  Railroad  Company,  by 
deed  under  their  hands  duly  acknowledged,  all  and  lingular 
the  premises  so  as  aforesaid  purchased. 

And  whereas,  such  proceedings  were  in  due  course  had  in 
the  premises,  in  the  proper  courts  of  the  respective  States  of 
New  Jersey  and  of  Pennsylvania,  that  all  and  singular  the 
property  and  franchises  included  in  the  mortgage  so  foreclosed 
as  aforesaid,  that  is  to  say,  all  and  singular  the  property  and 
franchises  of  every  kind  and  description  of  the  said  Erie  Rail- 
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way  Company  situate  within  the  said  respective  States  of  New 
Jersey  and  Pennsylvania,  became  and  were  absolutely  con- 
firmed to  and  vested  in  the  said  party  hereto  of  the  first  part, 
and  its  corporate  existence,  franchises,  rights  and  privileges 
became  and  were  fully  established  and  recognized  in  the  said 
States  respectively,  under  and  by  virtue  of  the  laws  thereof, 
respectively,  all  of  which  proceedings  so  had  in  the  State  of 
New  Jersey  remain  of  record  in  the  Court  of  Chancery  of  that 
State,  to  which  reference  is  had,  and  all  of  which  proceedings 
so  had  as  aforesaid  in  the  State  of  Pennsylvania  remain  of 
record  in  the  Court  of  Common  Pleas  for  Pike  County  in  the 
said  State,  to  which  reference  is  had. 

And  whereas,  the  mortgaged  premises  aforesaid  were  so 
purchased  as  aforesaid  by  the  said  Edwin  D.  Morgan,  John 
Lowber  Welsh  and  David  A.  Wells,  as  Trustees  under  and  in 
pursuance  of  a  certain  plan  and  agreement  for  the  reorganiza- 
tion of  the  said  Erie  Bailway  Company,  made  in  conformity 
with  the  laws  of  the  State  of  New  York  in  such  case  made  and 
provided,  which  said  plan  and  agreement  is  fully  and  at  large 
set  forth  in  the  aforesaid  certificate  of  incorporation  filed  in 
the  office  of  the  snid  Secretary  of  State  for  the  State  of  New 
York,  to  which  reference  is  had. 

And  whereas,  by  the  fourth  paragraph  of  the  said  plan  and 
agreement  it  was  provided  that  for  certain  expenses,  payments 
and  indebtedness  therein  mentioned  provision  might  be  made 
by  raising  the  required  amount  and  charging  the  same  upon 
the  company  party  hereto  of  the  first  part  and  its  property,  as 
a  prior  charge  thereon.  i 

And  whereas,  it  is  agreed  that  the  prior  charge  bonds 
to  be  issued  by  the  said  Company,  party  of  the  first 
part,  in  respect  of  the  said  expenses,  payments  and 
indebtedness  under  the  fourth  paragraph  of  the  said 
plan  and  agreement,  or  of  any  indebtedness  of  the  Receiver 
(subject  to  the  lien  for  which  the  said  railway  and  premises 
were  sold  as  aforesaid),  shall  not  exceed  the  limit  of  $2,500,000, 
and  shall  be  of  the  tenor  set  out  in  Schedule  A  to  tins  Inden- 
ture. 

And  whereas,  the  said  plan  and  agreement  provides  for  the 
issue  and  delivery  by  the  party  of  the  first  part  to  the  said 
Trustees  in  the  said  plan  and  agreement  designated,  of  a  certain 
series  of  bonds,  amounting  in  the  aggregate  to  $25,000,000,  in 
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part  payment-  for  the  aforesaid  franchises  and  property,  such 
bonds  to  be  known  and  designated  as  New  Second  Consoli- 
dated Mortgage  Bonds,  24,000  bonds  of  which  wil]  be  each  for 
the  sum  of  $1,000  (as  an  equivalent  of  £-200  sterling),  numbered 
from  1  to  24,000,  inclusive,  and  2,000  bonds  of  which  will  be 
each  for  the  sum  of  $500  (as  an  equivalent  of  £10J  sterling), 
numbered  from  24,001  to  26,000,  inclusive,  and  each  bond  will 
be  of  the  tenor  (the  $500  bonds  differing ,  only  in  amount)  set 
out  in  Schedule  B  to  this  Indenture. 

And  whereas,  the  said  plan  and  agreement  further  provides 
for  the  issue  and  delivery  by  the  party  of  the  first  part  to  the 
Trustees  in  the  said  plan  and  agreement  designated  of  a  cer- 
tain other  series  of  bonds,  amounting  in  the  aggregate  to 
$8,597,400,. in  further  payment  for  the  aforesaid  franchises  and 
property,  to  be  known  and  designated  as  Second  Consolidated 
Mortgage  Funded  Coupon  bonds,  and  which  will  be  issued  in 
such  denominations  as  are  necessary  to  fund  and  provide  for 
the  deferred  or  postponed  coupons  of  the  Second  Consolidated 
Bonds  aforesaid,  in  accordance  with  said  plan  and  agreement, 
and  each  funded  coupon  bond  part  of  the  said  $8,597,400  will 
be  in  the  form  (except  as  to  difference  in  denomination)  set  out 
in  Schedule  C  to  this  Indenture. 

Now  therifoke  this  Indenture  witnesseth,  that  the  said 
company,  party  of  the  first  part,  in  consideration  of  the  premises 
and  of  one  dollar  to  it  in  hand  paid,  at  or  before  the  ensealing 
and  delivery  of  these  presents,  the  receipt  whereof  is  hereby  ac- 
knowledged, has  granted,  bargained,  sold,  assigned,  set  over,  re- 
leased ,  conveyed  and  confirmed,  and  by  these  presents  doth  grant, 
bargain,  sell,  assign,  set  over,  release,  convey  and  confirm  unto  the 
party  of  the,  second  part,  Trustee,  and  to  its  successor  or  suc- 
cessors in  the  trust  herein  and  hereby  created  and  declared, 
all  the  right,  title  and  interest  which  the  said  company,  party 
of  the  first  part,  now  has,  or  may,  at  any  time  hereafter  ac- 
quire in  or  to  all  and  singular  the  railway  of  the  party  of  the 
first  part,  from  and  includiug  Piermont,  on  the  Hudson  river, 
to  and  including  the  final  terminus  of  the  said  railway  on  Lake 
Erie,  and  the  railway  known  as  the  Newburgh  Branch,  from 
Newburgh  to  the  main  line,  arid  also  all  that  part  of  the  rail- 
way designated  as  the  Buffalo  Branch  of  the  Erie  Railway, 
extending  from  Hornellsville  to  Attica,  in  the  State  of  New 
York,  and  also  all  other  railways  belonging  to  the  party  of  the 
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first  part,  in  the  States  of  New  York,  Pennsylvania  and  New 
Jersey,  or  any  of  them,  together  with  all  the  lands,  tracks,  lines, 
rails,  bridges,  ways,  buildings,  piers,  wharves,  structures,  erec- 
tions, fences,  walls,  fixtures,  franchises,  privileges  and  rights 
of  the  said  company,  and  also  all  the  locomotives,  engines 
tenders,  cars,  carriages,  tools,  machinery,  manufactured  or  un- 
manufactured materials,  coal,  wood  and  supplies  of  every  kind 
belonging  or  appertaining  to  the  party  of  the  first  part,  and  all 
the  tolls,  income,  issues  and  profits  arising  out  of  the  said 
property,  and  all  rights  to  receive  or  recover  the  same  ;  also, 
all  the  estate,  right  title  and  interest,  terms  and  remainder  of 
terms,  franchises,  privileges  and  rights  of  action  of  whatsoever 
name  or  nature  iu  law  or  in  equity  conveyed  or  assigned  unto 
the  New  York  &  Erie  Railroad  Companj-,  or  unto  the  Erie 
Railway  Company,  by  the  Union  Railroad  Company,  a  cor- 
poration existing  under  the  laws  of  the  State  of  New  Jeisey ; 
by  the  Buffalo,  New  York  &  Erie  Railroad  Company,  a  cor- 
poration existing  under  the  laws  of  the  State  of  New  York ; 
by  the  Buffalo,  Bradford  &  Pittsburgh  Railroad  Company,  or 
the  Pennsylvania  &  Erie  Coal  and  Railway  Company,  a  cor- 
poration existing  under  the  laws  of  the  State  of  New  York  and 
the  State  of  Pennsylvania  ;  by  the  Rochester  &  Genesee  Val- 
ley Railroad  Company,  p,  corporation  existing  under  the  laws 
of  the  State  of  New  York ;  by  the  Long  Dock  Company, 
a  corporation  existing  under  the  laws  of  the  State 
of  New  Jeisey  ;  by  the  Avon,  Geneseo  &  Mt.  Morris 
Railroad  Company,  a  corporation  existing  un  er  the  laws 
of  the  State  of  New  York  ;  bj  the  Goshen  &  Deckertown  Rail- 
road Company,  a  corporation  existing  under  the  laws  of  the 
State  of  New  York  ;  by  the  Hoboken  Land  and  Improvement 
Company,  a  corporation  existing  under  the  laws  of  the  State 
of  New  Jersey ;  by  the  Jefferson  Railroad  Company,  a  cor- 
poration existing  under  the  laws  of  the  State  of  Pennsyl- 
vania ;  by  the  Montgomery  &  Erie  Railroad  Company,  a  cor- 
poration existing  under  the  laws  of  the  State  of  New  York  ;  by 
the  Newburgh  &  New  York  Railroad  Company,  a  corporation 
existtng  under  the  laws  of  the  State  of  New  York  ;  by  the  New 
York  &  Fort  Lae  Railroad  Company,  a  corporation  existing 
Under  the  Laws  of  the  State  of  New  Jersey  ;  by  the  Northern 
Railroad  Company  of  New  Jersey,  a  corporation  existing  un- 
der the  laws  of  the  State  of  New  Jersey  ;  by  the  Paterson  & 
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Newark  Railroad  Company,  a  corporation  existing  under  the 
laws  of  the  State  of  New  Jersey  ;  by  the"  Pennsylvania  Coal 
Company,  a  corporation  existing  under  the  laws  of  the  State 
of  Pennsylvania ;  by  the  Newark  &  Hudson  Railroad  Com- 
panjr,  a  corporation  existing  under  the  laws  of  the  State  of 
New  Jersey,  and  by  the  Suspension  Bridge  &  Erie  Junction 
Railroad  Company,  a  corporation  existing  under  the  laws  of 
the  State  of  New  York. 

And  also  all  the  estate,  right,  title  and  interest  of  the  party  of 
the  first  part  in  and  to  certain  real  estate  situate  in  Hudson 
County,  in  the  State  of  New  Jersey,  and  known  as  the  Wee- 
hawken  docks  property,  certain  other  real  estate  situate  in  Hud- 
son County,  in  the  State  of  New  Jersey,  known  as  the  Penhorn 
property,  and  to  two  certain  other  parcels  of  real  estate  situ- 
ate in  the  County  of  Passaic,  in  the  State  of  New  Jersey,  :ind 
known  respectively  as  the  Post  farm  and  the  Fredericks  farm. 
And  also  to  a  certain  parcel  of  land  lying  west  of  the  Bergen 
Tunnel,  in  Hudson  County,  State  of  New  Jersey,  known  as  the 
Laundry  property.  And  also  all  other  real  estate  of  the  party 
of  the  first  part  situate  in  the  State  of  New  Jersey,  of  every  kind 
and  description,  and  wherever  in  the  said  State  the  same  may 
be  situate.  Also  a  tract  of  land,  being  about  four  acres,  situ- 
ate in  the  Township  of  Texas,  County  of  Wayne,  in  the  State 
of  Pennsylvania.  Algo  all  the  estate,  right,  title  and  interest 
of  the  said  party  of  the  first  part  in  and  to  certain  real  estate 
in  the  City  of  New  York,  situate  on  the  northwest  corner  of 
Eighth  avenue  and  West  Twenty.third  street,  in  the  16th  ward  of 
said  City,  and  known  as  the  Grand  Opera  House,  and  also  the 
premises  number  331  West  Twenty-third  street,  and  certain 
leasehold  lauds  and  tenements  situate  on  West  Twenty-third 
street  in  said  City  of  New  York,"  known  as  numbers  3(j9,  311, 
313,  315,  317,  319,  321,  323  and  347  on  the  said  street.  Also 
certain  other  leasehold  lauds  and  tenements,  situate  on  West 
Twenty-fourth  street,  in  said  City,  and  known  as  numbers  3U2, 
301,  300,  308,  310,  312,  314,  318,  320,  322  and  33l£  on  the  said 
street. 

And  also  certain  leasehold  lands,  with  the  buildings  thereon 
erected,  situate  in  the  City  of  New  York,  deiug  the  block 
bounded  by  Duane,  Reade,  West  and  Washington  streets,  in 
the  Fifth  ward. 

And  also  all  the  estate,  right,  title  and  interest  of  the  said 


322 

party  of  the  first  part  of,  in  and  to  certain  piers,  bulkheads, 
and  water  fronts  in  the  said  City  of  New  York,  that  is  to  say  : 
Piers  29,  30,  31,  and  32,  North  River,  with  bulkheads  between 
Piers  30  and  31,  31  and  32,  and  half  the  bulkhead  between 
Piers  32  and  33  ;  also  the  pier  at  the  foot  of  West  23d  street, 
and  the  bulkhead  between  22d  and  23d  streets.  Also,  on  the 
East  Eiver,  Piers  7  and  8,  and  the  bulkheadbetwe^n  them. 

And  also,  all  the  estate,  right,  title  and  interest  of  the  p;irty 
of  the  first  part  in  the  following  corporations,  that  is  to  say  : 
The  Long  Dock  Company,  a  corporation  under  the  laws  of  the 
State  of  New  Jersey  ;  the  Newark  and  Hudson  Railroad  Com- 
pany ;  the  Paterson,  Newark  and  New  York  Railroad  Com- 
pany, being  respectively  corporations  under  the  laws  of  the 
said  last-mentioned  State  ;  the  Jefferson  Railroad  Company,  a 
corporation  under  the  laws  of  the  State  of  Pennsylvania ;  the 
Buffalo,  New  York  and  Erie  Railroad  Company,  a  corporation 
under  the  laws  of  the  State  of  New  York  ;  the  Buffalo,  Brad- 
ford and  Pittsburgh  Railroad  Company,  or  the  Pennsylvania 
and  Erie  Coal  and  Railway  Company,  a  corporation  uuder  the 
laws  of  New  York  and  of  Pennsylvania ;  the  Suspension 
Bridge  and  Erie  Junction  Railroad  Company,  a  corporation 
under  the  laws  of  the  State  of  New  York  ;  the  roads  kuown  re- 
spectively as  the  Honesdale  Branch  and  the  Hawley  Branch 
of  the  Erie  Railway  Company,  lying  respectively  in  the  State 
of  Pennsylvania  ;  the  Erie  International  Railway  Company,  a 
corporation  under  the  laws  of  the  State  of  New  York ;  the  Hill- 
side Coal  and  Iron  Company,  a  corporation  under  the  laws  of 
the  State  of  Pennsylvania ;  the  National  Stock  Yard  Company, 
a  corporation  under  the  laws  of  the  State  of  New  Jersey  ;  the 
Northwestern  Mining  and  Exchange  Company,  a  corporation 
under  the  laws  of  the  State  of  Pennsylvania ;  the  Towanda 
Coal  Company,  a  corporation  under  the  laws  of  the  State  of 
Pennsylvania  ;  the  Bergen  County  Railroad  Company,  a  cor- 
poration under  the  laws  of  the  State  of  New  Jersey  ;  the  Erie 
and  Atlantic  Sleeping  Coach  Company ;  the  Pavonia  Perry 
Company ;  the  Pavonia  Horse  Railrad  Company ;  the  United 
States  Express  Company  ;  the  Union  Dry  Dock  Company,  and 
the  Union  Steamboat  Company ;  intending  hereby  to  convey  to 
the  party  of  the  second  part  under  and  by  virtue  of  the  afore- 
said description  all  and  every  right,  title  or  interest  of  the 
party  of  the  first  part,  in  or  to  the  premises  above  mentioned 
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and  described,  whether  as  lessees  or  holders  *of  the  stock,  or 
bonds  of  the  said  corporations,  associations,  or  organizations, 
or  however  such  interest  of  the  party  of  the  first  part  may  be 
regarded  in  law  or  equity  as  subsisting  and  inhering  in  and  to 
the  aforesaid  premises  or  any  part  thereof,  it  being  the  true 
intent  and  meaning  of  these  presents  that  the  said  party  of 
the  first  part  shall  and  does  convey  to  the  said  party  of  the 
second  part  all  and  all  manner  of  franchises  of  every  kind  and 
description,  however  derived  and  wherever  situated,  all  and  all 
.manner  of  real  estate  and  interests  therein  wherever  such  real 
estate  may  be  situated,  and  all  and  all  manner  of  mixed  and 
personal  pro]  erty  of  whatever  nature  or  description  the  same 
may  be  at  the  date  of  these  presents  owned  or  possessed  by 
the  said  party  of  the  first  part,  or  that  may  at  any  time  here- 
after, during  the  continuance  of  this  trust,  be  acquired  by  the 
said  party  of  the  first  part. 

And  also  all  choses  in  action  of  every  kind  and  description, 
including  bills  receivable,  book  accounts,  traffic  balances,  all 
books  of  record  and  account,  of  every  kind  and  description,  all 
papers,  maps,  inventories  and  documents  in  any  wise  referring 
or  relating  to  the  property  and  franchises  hereby  conveyed. 
And  also  all  franchises  and  property,  and  all  personal  rights  or 
interests  in  franchises  or  property  of  every  kind  and  descrip- 
tion, real,  or  mixed,  and  wherever  the  same  may  be  situate, 
that  may  at  any  time  after  the  date  of  this  Indenture  be  ac- 
quired by  or  for  the  said  party  of  the  first  part,  all  of  which  it 
is  hereby  covenanted  shall  enure  by  way  of  accretion  to  the 
benefit  and  advantage  of  the  said  party  of  the  second  part, 
Trustee,  and  by  way  of  [further  and  better  security,  subject, 
however,  to  all  and  singular  the  hereinbefore  mentioned  and 
recited  liens  and  incumbrances  upon  the  premises  herein  and 
hereby  conveyed. 

To  have  and  to  hold  all  and  singular  the  above-described 
premises  to  the  said  party  of  the  second  part,  Trustee,  its  sue. 
cessor  or  successors  in  the  trust  hereby  created,  to  the  only 
proper  use  and  behoof  of  the  said  Trustee,  its  successor  or 
successors,  In  Trust,  nevertheless,  for  the  uses  and  purposes 
hereinafter  expressed,  to  wit : 

Article  First. — To  secure  the  payment  of  the  bonds  of  the 
party  of  the  first  part  not  exceeding  the  limit  of  $2,500,000,  to 
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be  issued  under  the  provision  of  the  said  4th  paragraph  of  the 
said  plan  and  agreement,  or  in  respect  of  or  to  represent  any  in- 
debtedness of  the  Receiver  (subject  to  the  lien  for  which  the  said 
railway  and  premises  were  sold  as  aforesaid),  which  bonds  it  is 
hereby  agreed  and  declared  shall  rank  in  priority  of  lien  to 
any  other  bonds  secured  by  and  to  be  created  under  the  pro- 
visions of  this  mortgage,  and  provided  always  that  any  bonds 
purporting  to  be  created  nnder  the  provisions  of  this  article 
shall  (within  the  aforesaid  limit  of  $2,500,000)  be  good  and 
valid,  and  be  entitled  to  rank  as  aforesaid  without  the  purchaser 
or  holder  thereof  having  to  inquire  into  the  expenses,  pay- 
ments or  indebtedness  in  respect  of  which  the  same  may  have 
been  issued,  the  intention  being  that  such  bonds  shall,  by  the 
mere  fact  of  their  creation  and  issue  by  the  party  of  the  first 
part  be  good  and  valid,  and  be  entitled  to  rank  as  aforesaid  in 
the  hands  of  any  bona  fide  holder,  provided  also  that  all  bonds 
to  be  created  and  issued  under  this  article  shall  not  have  more 
than  thirty  years  to  run  from  their  respective  dates,  and  shall 
contain  a  provision  for  an  accumulative  sinking  fund  at  the 
rate  of  not  less  than  $100,000  per  annum,  being  taken  out  of 
such  moneys  as  would  otherwise  from  time  to  time  be  avail- 
able for  the  payment  of  dividend  on.  the  preference  or  other 
stock  of  the  said  party  of  the  first  part,  and  applied  in  redemp- 
tion of  the  bonds  to  be  created  and  issued  under  this  article, 
either  by  purchase  in  the  market  or  by  drawings  by  lot,  at  the 
discretion  of  the  party  of  the  first  part,  or  as  such  party  shall 
from  time  to  time  determine. 

Article  Second. — To  secure  the  payment  according  to  their 
tenor  of  the  other  bonds  of  the  party  of  the  first  part,  herein- 
before described,  that  is  to  say,  the  said  New  Second  Consoli- 
dated Mortgage  Bonds,  and  the  said  Second  Consolidated 
Mortgage  Funded  Coupon  Bonds,  both  of  which  classes  of 
bonds  it  is  hereby  agreed  and  declared  shall  rank  in  the  order 
of  their  declared  priority  next  after  the  bonds  to  be  created 
and  issued  under  the  said  Article  First,  and  infer  se  in  the  same 
order  of  priority. 

Article  Third. — Until  default  shall  be  made  in  respect  of 
something  herein  required  to  be  done  or  performed  by  the 
party  of  the  first  part,  or  until  by  the  express  provisions  of  this 
indenture,  a  right  of  entry  shall  have  accrued  to  the  party  of 
the  second  part,  the  party  of  the  first  part  shall  be  permitted 
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to  possess,  manage,  operate,  and  enjoy  all  and  singular  the 
mortgaged  premises,  including  the  said  railway  and  railways, 
with  their  appurtenances  and  equipments,  and  to  take  and  use 
the  rents,  incomes,  profits,  tolls,  and  issues  thereof,  in  the  same 
manner  and  to  the  same  effect  as  if  this  indenture  had  not 
been  made. 

Article  Fourth. — And  whereas,  certain  parts  of  the  property 
embraced  in  this  indenture  are  not  inseparably  connected  with 
the  franchises  and  line  or  lines  of  railway  herein  and  hereby 
conveyed  to  the  party  of  the  second  part  in  trust,  and  may,  it 
is  believed,  from  time  to  time,  as  occasion  requires  and  oppor- 
tunity offers,  be  sold  or  exchanged  to  the  advantage  of  the 
beneficiaries  under  this  indenture,  as  well  as  to  the  advantage 
of  the  party  of  the  first  part,  due  provision  being  made  for  the 
payment  of  the  proceeds  of  sale  to  the  party  of  the  second 
part,  Trustee,  and  for  their  proper  application,  so  that  the 
security  hereby  created  shall  not  be  impaired  by  such  sale  and 
disposition,  therefore  there  is  hereby  and  herein  expressly 
reserved  to  the  party  of  the  first  part  power  to  sell  or  exchange 
from  time  to  time,  as  such  sale  or  exchange  may  appear  to  the 
said  party  of  the  first  part  to  be  judicious  and  advantageous, 
all  such  property  so  as  aforesaid  embraced  in  this  indenture, 
and  not  so  intimately  connected  with  the  franchises  and  rail- 
ways embraced  herein  as  to  be  inseparably  therefrom  without 
prejudice  to  the  efficient  operation  and  working  of  the  said 
railway  or  railways,  and  the  propriety  of  any  such  sale  or  ex- 
change shall  be  determined  by  a  vote  of  the  Board  of  Directors 
of  the  party  of  the  first  part ;  but  every  such  sale  in  order  to 
be  valid  must  have  the  approval  of  the  party  of  the  second 
part,  Trustee.  Such  approval  shall  be  given  upon  the  request 
of  the  party  of  the  first  part,  unless  the  party  of  the  second 
part,  Trustee,  shall  discover  just  cause  for  withholding  the  same, 
and  the  party  of  the  second  part  shall  not  be  in  any  manner 
liable  for  any  error  of  judgment  in  giving  such  approval.  The 
proceeds  of  all  property  so  sold  or  exchanged  shall  be  used  or 
employed  in  the  payment  or  reduction  of  the  interest  or  prin- 
cipal of  the  indebtedness  secured  hereby,  or  in  the  improve- 
ment of  the  premises  hereby  conveyed,  and  shall  consti- 
tute in  the  hands  of  the  party  of  the  second  part  a 
separate  and  distinct  trust  fund  for  such  purposes  or  some  of 
them;  but  the  party  of  the  second   part  shallpay  over  to 
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the  party  of  the  first  part  so  much  of  the  said  funds  as 
the  Board  of  Directors  of  the  party  of  the  first  part  shall  from 
time  to  time  state  that  they  require  for  the  execution  of  im- 
..proveinents  to  be  specified  by  them  of  the  premises  hereby 
conveyed,  and  shall  not  be  answerable  for  the  non-application 
or  misapplication  of  so  much  as  shall  be  so  paid  over. 

Article  Fifth. — If  at  any  time  the  party  of  the  first  part  shall 
not  be  able  to  pay  in  full  as  it  matures  the  interest  upon  any 
of  the  Bonds  intended  to  be  secured  by  this  Indenture,  but 
shall  be  able  to  pay  a  part  of  such  interest,  such  part  interest 
may  and  shall  be  paid  in  such  manner  and  under  such  regula- 
tions as  the  Board  of  Directors  of  the  said  party  of  the  first 
part  may  prescribe  ;  but  each  due  coupon  must  be  paid  in  full 
before  part  payment  of  any  coupon  subsequently  maturing, and 
in  case  default  shall  occur  in  the  payment  of  any  such  interest 
in  full  as  it  matures  and  becomes  payable,  then  and  in  that 
case,  and  during  the  existence  of  such  default,  a  full  and  just 
account  of  all  the  receipts,  income,  expenses  and  net  earnings 
of  the  party  of  the  first  part  shall  be  open  to  the  inspection  of 
the  party  of  the  second  part  at  all  reasonable  times. 

Article  Sixth. — In  case  default  in  the  payment  of  interest 
shall  be  made  and  shall  continue  until  on  each  of  six  succes- 
sive due  dates  of  coupons  some  interest  on  the  bonds  secured 
hereby  shall  be  in  default,  and,  if,  as  a  further,  express  and 
cumulative  condition,  the  holders  of  at  least  one-half  of  the 
bonds  secured  hereby  shall  join  in  a  demand  requiring  the 
party  of  the  second  part  so  to  do,  the  said  party  of  the  second 
part  shall  have  the  right  to  enter  upon  all  and  singular  the 
mortgaged  premises,  and  every  part  thereof,  and  to  possess, 
operate,  use,  and  enjoy  the  same,  and  upon  request  being 
made,  the  party  of  the  first  part  will  immediately  surrender 
posesssion  of  all  and  singular  the  mortgaged  premises  to-  the 
party  of  the  second  part.  Also,  in  the  event  of  such  default 
and  of  such  demand  on  the  part  of  the  holders  of  at  least  one- 
half  of  the  bonds  as  aforesaid,  but  not  otherwise,  the  party  of 
the  second  part  may  apply  to  any  Court  or  Courts  having 
proper  jurisdiction  in  the  premises  for  a  foreclosure  and  sale 
*of  tho  mortgaged  premises,  and  for  the  appointment  in  the 
meantime  of  a  Receiver  of  the  mortgaged  premises  under  thi.s 
Indenture,  or  (as  an  alternative  of  entry  under  the  right  in 
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that  behalf  hereinbefore  given)  for  the  appointment  of  such  a 
Receiver  without  applying  for  a  foreclosure  or  sale  of  the 
mortgaged  premises,  and  in  either  case  the  party  of  the  second 
part  shall  have  the  right  to  nominate  and  designate  the  per- 
son to  be  appointed  Receiver,  and  so  far  as  lawfully  may  be 
done,  the  party  of  the  second  part  shall  'have  the  right  to  control 
and  direct  the  general  course  of  the  administration  of  the  mort- 
gaged premises  by  and  on  the  part  of  such  Receiver.  In  the 
event  of  such  right  of  foreclosure  and  sale  accruing  for  non- 
payment of  interest,  immediately  thereupon  the  whole  amount 
of  the  principal  of  the  bonds  secured  by  this  indenture  shall 
become  due  and  payable,  and  this  provision  is  expressly  de- 
clared not  to  be  in  the  nature  of  a  penalty  for  a  breach  of 
condition,  or  for  the  non-payment  of  interest,  but  to  be  a  pro- 
vision which,  having  regard  to  the  nature  of  the  mortgaged 
premises  and  the  impossibility  of  a  sale  thereof  in  parcels, 
without  serious  prejudice  to  all  interests,  and  for  other  rea- 
sons, is  essentially  necessary  to  effectuate  the  objects  and  pur- 
poses of  the  parties  hereto. 

Article  Seventh. — If  at  any  time  during  the  currency  of  the 
bonds  secured  by  this  indenture  there  should  be,  in  the  opin- 
ion of  the  party  of  the  second  part,  imminent  danger  of  pre- 
judice to  the  mortgage  security  growing  out  of  any  proceedings 
at  law  or  in  equity  against  the  party  of  the  first  part, 
on  the  part  of  any  creditor  or  other  person,  whatever 
the  nature  of  such  proceedings  maybe,  then,  and  in  that  case, 
the  party  of  the  second  part  shall  have  the  right  to  demand 
the  immediate  surrender  of  the  possession  of  all  and  singular 
the  mortgaged  premises  and  every  part  thereef,  whether  the 
party  of  the  first  part  be  or  be  not  in  default  in  the  payment 
of  interest  upon  any  part  of  the  mortgage  debt ;  and  the  party 
of  the  first  part  will,  upon  such  a  demand,  make  such  surren- 
der and  permit  the  party  of  the  second  part  to  enter  by  its, 
servants  or  agents,  take  possession  and  control  of,  and  operate 
arid  manage  all  and  singular  the  mortgaged  franchises  and 
premises,  and  such  possession  shall  continue  until,  in  the  opin- 
ion of  the  party  of  the  second  part,  possession  of  the  mort- 
gaged premises  may  be  safely  and  without  danger  of  prejudice 
to  the  mortgage  security  restored  to  the  party  of  the  first  part. 
And  m  the  event  that  a  right  of  entry  shall  apcrue  under  the 
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provisions  of  this  article  the  party  of  the  second  part  shall 
have  the  same  right  to  apply  for  the  appointment  of  and  to 
nominate  a  Receiver  as  in  the  last  preceding  article  provided 
for;  but  such  Receivership  shall  continue  only  so  long  as  the 
danger  of  prejudice  to  the  mortgage  security  shall  continue, 
and  shall  ceass  whenever,  in  the  opinion  of  the  party  of  the 
second  part,  possession  of  the  mortgaged  premises  may  be 
safely  restored  to  the  party  of  the  first  part. 

Article  Eighth. — If  the  pirty  of  the  second  part  shall  enter 
upon  the  premises,  and  take  possession,  control,  and  manage- 
ment thereof,  under  and  by  virtue  of  either  of  the  preceding 
articles,  the  party  of  the  second  part  shall  apply  and  adminis- 
ter the  net  revenue  and  income  from  the  mortgaged  premises 
during  su-ch  possession  (due  regard  being  had  to  the  superior 
obligation  of  prior  liens),  in  the  discharge  and  satisfaction  of 
interest  or  interest  and  principal  secured  by  this  indenture,  as 
the  same  may  become  due  and  payable,  and  in  due  order  of 
priority.  During  such  possession,  occupation,  control,  and 
management,  the  party  of  the  second  part  shall  only  be  liable 
for  the  exercise  of  good  faith  and  reasonable  diligence,  and  all 
expense,  loss  and  damage  of  every  kind  and  nature  growing 
out  of  such  possession,  control  and  management  and  not  due 
to  the  absence  of  good  faith  or  reasonable  diligence  on  the  part 
of  the  party  of  the  second  part,  shall  to  the  extent  that  any 
liability  is  incurred  thereby  constitute  a  charge  upon  the  mort- 
gaged premises  exclusively.  The  party  of  the  second  part, 
during  such  possession,  control  and  management,  shall  have 
full  right,  power  and  authority  to  operate  and  control  the  rail- 
ways hereby  mortgaged,  and  to  use,  occupy  and  possess  the 
mortgaged  premises  generally  according  to  the  rules  of  good 
railway  management  and  good  husbandry,  and  may  enter  into 
any  and  all  contracts  proper,  ordinary  and  usual  in  such  cases 
and  charge  the  same  as  a  lien  upon  the  mortgaged  premises, 
and  may  issue  Certificates  of  indebtedness  for  liabilities  of 
every  kind  which  it  may  be  found  needful  and  judicious  to  in- 
cur, which  Certificates  shall  constitute  a  lien  upon  the  premises 
prior  to  the  bonds  secured  hereby  ;  and  the  party  of  the  second 
part  generally  may  do  and  perform  all  things  in  the  premises 
connected  with  the  control  and  management  of  the  mortgaged 
property  which  the  party  of  the  first  part  itself  might  do  and 
perform  under  and  by  virtue  of  its  powers  and  franchises  and 
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of  the  Statute  Laws  of  the  State  of  New  York  had  the  party  of 
the  first  part  remained  in  undisturbed  possession  and  control1 
of  the  premises. 

Article  Ninth. — If  a  Receiver  of  the  mortgaged  premises  shall 
be  appointed  under  the  provisions  of  this  indenture,  all  the  ex- 
penses incident  to  such  appointment  and  all  the  expenses  of 
such  receivership,  as  well  as  all  the  expenses  incident  thereto 
and  generally  in  the  execution  of  this  trust  incurred  by  the 
party  of  the  second  part,  and  all  lawful  obligations  of  the  said 
Receiver  shall  constitute  a  lien  upon  the  mortgaged  premises 
prior  to  the  lien  of  any  of  the  bonds  secured  by  this  indenture. 
Such  Receiver  shall  have  power  to  enter  into  all  contracts  and 
obligations  and  do  all  other  things  ordinarily  incident  to  good 
railroad  management  in  as  full  and  ample  a  manner  as  such 
power  would  have  been  possessed  by  the  party  of  the  first  part, 
had  the  party  of  the  first,  part  remained  in  possession  of  the 
mortgaged  franchsies  and  premises.  The  net  income  of  the 
mortgaged  premises  shall  be  applied  by  the  Receiver,  under 
the  direction  of  the  Court,  due  regard  being  had  to  the  super- 
ior obligation  of  the  prior  liens,  hereinbefore  specified,. to  the 
payment  of  interest  and  principal  of  the  bonds  secured  hereby, 
in  the  order  of  priority  hereinbefore  declared. 

Article  Tenth. — The  right  of  action,  under  this  indenture,  is 
vested  exclusively  in  the  party  of  the  second  part,  Trustee,  its 
successor  or  successors,  and  under  no  circumstances  shall  any 
individual  bondholder,  or  number  of  individual  bondholders, 
have  any  right  to  institute  an  action  on  or  under  this  Indenture 
for  the  purpose  of  enforcing  any  remedy  herein  and  hereby 
provided,  and  all  actions  and  proceedings  for  the  purpose  of 
enforcing  the  provisions  of  this  indenture  shall  be  instituted 
and  conducted  by  the  party  of  the  second  part,  Trustee,  its  suc- 
cessor or  successors,  according  to  their  sound  discretion,  with- 
out any  interference  on  the  part  of  any  individual  bondholder 
or  bondholders,  until  and  unless  the  holders  of  at  least  one- 
half  of  all  the  bonds  secured  hereby  shall  unite  in  requesting 
the  party  of  the  second  part,  Trustee,  its  successor  or  suc- 
cessors, to  do  or  refrain  from  doing  any  particular  act  or  acts, 
or  to  pursue  or  refrain  from  pursuing  any  particular  line  of 
conduct  or  policy  connected  with  the  enforcement  of  this  se- 
curity ;  and  in  case  of  such  request  the  party  of  the  second  part, 
42 
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Trustee,  its  successor  or  successors  in  the  trust  hereby  created, 
shall  conform  its  action  and  policy  in  regard  to  the  enforce- 
ment of  the  security  of  this  indenture  to  such  request  or  re- 
quests, so  far  as  may  lawfully  be  done ;  it  being  hereby  ex- 
pressly provided  and  declared  that  the  majority  of  the  holders 
of  bonds,  secured  by  this  indenture,  when  acting  in  concert, 
shall  have  the  absolute  right  to  control  the  time,  manner  and 
mode  of  lawfully  ei)forcing  the  security  created  by  this  inden- 
ture. 

Article  Eleventh. — It  is  hereby  declared  that  the  words  "  net 
earnings"  as  used  in  this  indenture  shall  be  construed  to 
mean  such  surplus  of  the  earnings  of  the  said  railway  or 
railways  and  mortgaged  premises  generally  as  shall  remain 
after  paying  all  expenses  of  operation,  care  and  manage- 
ment (including  all  taxes,  assessments  and  payments  in 
respect  of  incumbrances  prior  in  lien  to  these  presents)  of 
building,  repairing  or  replacing  the  said  railway  or  railways, 
their  appurtenances  and  equipments,  so  that  the  same  shall  be 
in  good  condition,  and  of  providing  such  additional  equip- 
ments as  the  said  company,  party  of  the  first  part,  shall  deem 
necessary  for  the  business  of  the  said  railway  or  railways. 

Article  Twelfth. — If  at  any  time,  for  any  reason,  it  shall  be- 
come necessary  or  proper  to  remove,  or  designate  and  appoint 
a  successor  or  successors  to,  the  party  of  the  second  part  in 
this  trust,  the  voting  Trustees,  for  the  time  being,  provided  for 
in  the  aforesaid  plan  of  foreclosure,  shall  have  the  right  in 
their  discretion  to  make  such  removal  and  to  designate  and  ap- 
point, such  successor  or  successors  by  an  instrument  in  writing 
under  their  hand  duly  certified  and  delivered  to  the  party  of  the 
first  part,  and  thereupon  and  by  the  mere  fact  of  such  apponit- 
ment,  such  successor  or  successors  shall  become  fully  vested 
with  all  rights,  powers  and  privileges  possessed  by  the  party 
of  the  second  part,  under  and  by  virtue  of  these  presents, 
and  subject  to  all  the  duties  and  liabilities  of  the  party  of  the 
second  parr,  Trustee,  and  if  the  said  voting  trust  shall  have 
terminated,  then  such  designation  und  appointment  shall  be 
made  by  the  party  of  the  first  part. 

Article  Thirteenth. — In  case  it  should  become  necessary  to 
institute  proceedings  for  the  foreclosure  and  sale  of  the  mort- 
gaged premises  the  party  of  the  second  part,   its  successor  or 
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successors,  shall  aid,  promote  and  encourage,  in  all  lawful  ways, 
any  plan  for  the  foreclosure  and  reorganization  of  the  mort- 
gaged premises,  suggested  for  the  benefit  and  advantage  of 
the  holders  of  bonds  secured  hereby,  that  it  may  deem  most 
beneficial  for  such  bondholders,  and  in  case  of  a  sale,  in  pur- 
suance of  such  proceedings,  the  same  shall  be  conducted  under 
the  general  control  and  management  of  the  party  of  the  sec- 
ond-part, Trustee,  its  successor  or  successors ;  and  the  said 
party  of  the  second  part,  its  successor  or  successors,  shall  re- 
ceive and  distribute  the  proceeds  of  sale,  except  as  otherwise 
provided  in  and  by  the  plan  and  agreement  of  foreclosure  and 
reorganization,  in  pursuance  of  which  such  sale  may 
be  had,  it  being  understood  and  agreed  that  the  said 
Trustee,  its  successor  or  successors,  shall  be  guided 
and  controlled  in  all  proceedings  for  the  foreclo- 
sure and  reorganization  of  the  mortgaged  premises 
by  the  terms  and  provisions  of  any  scheme  of  foreclosure  and 
reorganization  which  shall  receive  the  assent  of  the  holders  of 
a  majority  of  the  respective  classes  of  bonds  defined  in  article 
first  and  second  of  this  indenture. 

Article  Fourteenth. — The  party  of  the  first  part  hereby  cove- 
nants and  agrees  to  and  with  the  said  Trustee,  party  of  the 
second  part,  that  it  will  from  time'  to  time,  and  at  all  times, 
upon  reasonable  request,  make,  execute,  acknowledge  and  de- 
liver, at  its  own  expense,  all  such  further  acts,  deeds,  convey- 
ances and  assurances  in  law,  for  the  better  assuring  unto  the 
said  Trustee  and  its  successor  or  successors,  in  the  trust  here- 
by created,  upon  the  trusts  and  for  the  purposes  herein  ex- 
pressed or  intended,  all  and  singular,  the  franchises,  railways, 
property,  real  personal  and  mixed,  rights  and  privileges  here- 
by mortgaged  or  conveyed  in  trust,  or  appearing,  purporting 
or  intended  so  to  be,  now  owned  or  possessed  or  vested  in  the 
6aid  party  of  the  first  part,  or  that  may  hereafter  be  acquired 
or  vested  in  the  said  party  of  the  first  part,  as  by  the  said 
party  of  the  second  part,  or  its  counsel,  learned  in  the  law, 
shall  be  reasonably  devised,  advised  or  required. 

Article  Fifteenth. — Holders  of  bonds  secured  by  this  inden- 
ture shall  be  entitled  to  one  vote  for  each  one  hundred  dollars 
of  such  bonds,  held  by  them,  exclusive  of  interest,  at  all  meet- 
ings of  shareholders,  and  on  all  affairs  of  the  corporation  under 
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such  regulations  as  to  registry,  and  so  forth,  as  the  company, 
party  of  the  first  part,  may  prescribe. 

Article  Sixteenth. — Any  of  the  bonds  secured  hereby  may,  at 
any  time,  on  payment  of  the  fee  established  therefor,  be  reg- 
istered, under  such  regulations  as  the  company,  party  of 
the  first  part,  may  establish,  in  the  name  of  the  holder,  or  the 
name  of  any  nominee  or  nominees  on  the  books  of  such  com- 
pany at  New  York,  or  such  other  place  or  places  of  registration 
as  such  company  may  designate,  and  such  registration  may, 
from  time  to  time,  on  complying  with  such  regulations,  be  ex- 
tinguished and  cancelled,  and  again  renewed ;  but  after 
such  registration,  and  while  the  same  remains  unex- 
extinguished  and .  uncancelled,  such  bonds  can  only 
be  transferred  by  •  the  registered  holder,  his  duly  au- 
thorized agent  or  lawful  successor  in  title,  by  a 
proper  entry  of  transfer  on  the  books  of  the  Company,  and  an 
endorsement  of  such  transfer  upon  the  bond.  Due  extinguish- 
ment and  cancellation  of  registration  stamped  or  endorsed 
upon  the  bond  by  the  Company,  will  restore  the  negotiability 
thereof ;  but  this  article  shall  apply  to  the  principal  of  the 
bonds  only,  and  not  to  the  coupons. 

Article  Seventeenth  — In  the  execution  of  the  bonds  and 
coupons  secured  by  this  Indenture  the  signatures  of  the  proper 
parties  engraved  thereon,  or  impressed  thereon,  by  or  under 
their  immediate  direction  and  control  respectively  by  an  appro- 
priate stamp,  bearing  their  respective  signatures,  shall  be  re- 
garded and  treated  as  in  all  respects,  in  fact  and  in  law,  equiva- 
lent to  a  manual  signing  of  the  said  bonds  and  coupons,  except 
that  the  signature  of  the  Secretary  of  the  Company,  party  of 
the  first  part,  and  that  of  the  Secretary  of  the  voting  Trustees 
to  the  bonds,  must  be  in  their  own  proper  handwriting 
respectively. 

Article  Eighteenth. — If  the  party  of  the  first  part  shall  well 
and  truly  pay  the  sums  of  money  by  the  said  bonds  secured 
hereby,  and  the  coupons  thereto  attached  required  to  be  paid 
by  it,  and  shall  well  and  truly  keep  and  perform  all  the  cove- 
nants, agreements  and  undertakings  herein  and  hereby  assumed 
and  required  to  be  kept  and  performed  according  to  the  true 
intent  and  meaning  of  these  presents,  then  and  in  that  case 
the  estate,  right,  title  and  interest  of  the  said  party  of  the 


833 

Second  part,  Trustee,  or  its  successor  or  successors,  shall  cease, 
determine  and  become  void. 

In  Witness  Whereof  the  party  of  the  first  part  has  hereunto 
caused  its  corporate  seal  to  be  affixed,  and  these  presents  to  be 
attested  by  its  President  and  Secretary,  and  in  testimony  of  its 
acceptance  of  the  trusts  herein  created  and  conferred,  the  said 
Trustee,  party  of  the  second  part,  has  hereunto  caused  its 
corporate  seal  to  be  affixed,  and  these  presents  to  be  attested 
by  its  President  and  Secretary  the  day  and  year  first  above 
written. 
The  New  York,  Lake  Erie  and  Western  Bailroad  Company, 

[seal.]  By  H.  J.  JEWETT, 

President. 
Attest : 

A.  B.  Macdonough, 

Secretary. 
The  Farmers'  Loan  &  Trust  Company, 
[seal.  J  By  E.  G.  BOLSTON, 

President. 
Attest : 

Geo.  P.  Fitoh, 

Secretary, 

City  and  County  of  New  York,  ss. : 

On  this  seventh  day  of  October,  one  thousand  eight  hundred 
and  seventy-eight,  before  me  came  Augustus  B.  Macdonough, 
who  is  personally  known  to  me,  and  known  to  me  to  be  the 
Secretary  of  the  New  York,  Lake  Erie  &  Western  Bailroad 
Company,  the  corporation  named  in  the  annexed  instrument, 
and  being  by  me  duly  sworn,  did  depose  and  say  :  That  he  re- 
sides in  the  City  of  New  York,  and  that  the  seal  to  the  annexed 
instrument  is  the  corporate  seal  of  the  said  Company,  and  was 
affixed  thereto  by  the  order  of  the  directors  of  said  Company, 
and  that  he  saw  Hugh  J.  Jewett,  the  President  of  said  Com- 
pany, sign  his  name  to  the  annexed  instrument,  and  that  he 
did  it  by  the  like  authority. 

In  testimony  whereof,  I  have  hereunto  set  my  hand  a;nd 
seal  the  clay  and  year  first  above  written. 

C.  G.  BAB  BEE, 
[seal.  ]  Notary  Publh, 

New  York  County. 


334 

State  op  New  Yoke,         |       . 
City  and  County  of  New  York,  j 

I,  Henry  A.  Gumbletou,  Clerk  of  the  City  and  County  of 
New  York,  and  also  Clerk  of  the  Supreme  Court  for  the  said 
City  and  County,  the  same  being  a  Court  of  Kecord,  do  hereby 
certify  that  Charles  G.  Barber,  whose  name  is  subscribed  to 
the  certificate  of  the  proof  or  acknowledgment  of  the  annexed 
instrument,  and  thereon  written,  was,  at  the  time  of  taking 
such  proof  and  acknowledgment,  a  Notary  Public  in  and  for 
the  City  and  County  of  New  York,  dwelling  in  the  said  City, 
commissioned  and  sworn,  and  duly  authorized  to  take  the 
same.  And  further,  that  I  am  well  acquainted  with  the  hand- 
writing of  such  notary,  and  verily  believe  that  the  signature  to 
the  said  certificate  of  proof  or  acknowledgment  is  genuine. 
1  further  certify  that  said  instrument  is  executed  and  ac- 
knowledged according  to  the  law  of  the  State  of  New  York. 

In  testimony  whereof  I  have  hereunto  set  my  hand  and 
affixed  the   seal  of   the  said  Court  and  County,  the 
12th  clay  of  October,  1878. 
[seal.  J  HBNEY  A.  GUMBLETON, 

Clerk. 


State  of  New  York,         ) 
City  and  County  of  New  York,  j  SSl  : 

Be  it  remembered,  that  on  this  seventh  day  of  October,  in 
the  year  one  thousand  eight  hundred  and  seventy-eight,  before 
me,  the  undersigned,  a  Commissioner  for  the  State  of  Pennsyl- 
vania, duly  commissioned  and  qualified,  and  residing  in  the 
City  of  New  York,  personally  appeared  Augustus  R.  Mac- 
donough,  who,  being  duly  sworn  according  to  law,  doth  depose 
and  say,  that  he  was  personally  present  and  did  see  the 
common  or  corporate  seal  of  the  above-named  the  New  York, 
Lake  Erie  &  Western  Bailroad  Company  affixed  to  the  fore- 
going instrument.  That  the  seal  so  affixed  is  the  common  or 
corporate  seal  of  the  said  company,  and  was  so  affixed  by  the 
authority  of  the  said  corporation  as  the  act  and  deed  thereof. 
That  the  above  named  Hugh  J.  Jewett,  is  the  President  of  the 
said  corporation,  and  did  sign  the  said  instrument  as  such  in 
the  presence  of  this  deponent.  That  this  deponent  is  the 
Secretary  of  the  said  corporation,  and  that  the  name  of  this 
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deponent  above. signed  in  attestation  of  the  due  execution  of 
said  instrument  is  of  this  deponent's  own  proper  handwriting- 

AUGUSTUS  E.  MACDONOUGK. 
Sworn  and  subscribed  to  before  me, 

In  testimony  whereof,  I  have  hereunto  set  my  hand 
and  affixed  my  official  seal  the  day  and  year  last 
above  written. 
[seal.  J  EDWIN  F.  COEEY, 

Commissioner  for  the  State  of  Pennsylvania  in  Neiu  York. 

State  of  New  York,         ) 
City  and  County  of  New  York,  [  ss' : 

Be  it  remembered,  that  on  this  seventh  day  of  October,  in 
the  year  one  thousand  eight  hundred  and  seventy-eight,  before 
me,  the  undersigned,  a  Commissioner  for  the  State  of  New 
Jersey,  duly  commissioned  and  qualified,  and  residing  in  the 
City  of  New  York,  personally  appeared  Augustus  R.  Macdo- 
nough,  to  me  known,  who  being  by  me1  duly  sworn  according 
to  law,  on  his  oath  doth  depose  and  say  that  he  is  Secretary 
of  the  New  York,  Lake  Erie  and  Western  Railroad  Company, 
the  grantors  in  the  foregoing  instrument  named.  That  the 
seal  affixed  to  the  said  instrument  is  the  corporate  seal  of  said 
company ;  that  it  was  so  affixed  by  order  of  the  said  company  • 
that  Hugh  J.  Jewett  is  President  of  the  said  company ;  that 
he  saw  the  said  Hugh  J.  Jewett  as  such  President  sign  the 
said  instrument,  and  heard  him  declare  that  he  signed,  sealed 
and  delivered  the  same  as  the  voluntary  act  and  deed  of  the 
said  company  by  their  order,  and  that  this  deponent  signed  his 
name  thereto  at  the  same  time  as  a  subscribing  witness. 

AUGUSTUS  R.  MACDONOUGH. 

Subscribed  and  sworn  to  before  me, 

In  witness  whereof,  I  have  hereunto  set  my  hand  and 
affixed  my  official  seal  the  day  and  year  last  above 
written. 

[seal.]  EDWIN  F.  COREY, 

Commissioner  for  the  State  of  New  Jersey 
in  New  York. 
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City  and  Comity  of  New  York,  ss.  : 

On  this  ninth  day  of  October,  one  thousand  eight  hundred 
and  seveuty-eight,  before  ine  came  Rosewcll  G.  Rolston,  who 
is  personally  known  to  me,  and  known  to  me  to  be  the  Presi- 
dent of  the  Farmers'  Loau  &  Trust  Company,  the  corporation 
named  in  the  annexed  instrument,  and  being  by  me  duly 
sworn,  did  depose  and  say  :  That  he  resides  in  the  City  of 
New  York,  and  that  the  seal  affixed  to  the  annexed  instrument 
is  the  corporate  seal  of  the  said  company,  and  was  affixed 
thereto  by  the  order  of  the  Directors  of  said  company,  and 
that  he  signed  his  name  to  the  annexed  instrument  as  Presi- 
dent by  the  like  authority. 

In  testimony  whereof,  I  have  hereunto  set  my  hand 
and  seal  the  day  and  year  first  above  written. 

EDWIN  P.  COREY, 

[SEAL.]  Notary  Public, 

New  York  County. 


State  or  New  York,         I        . 
City  and  County  of  New  York,  j 

I,  Henry  A.  Gumbleton,  Clerk  of  the  City  and  County  of 
New  York,  and  also  Clerk  of  the  Supreme  Court  for  the  said 
City  and  County,  the  same  being  a  Court  of  Record,  do  hereby 
certify  that  Edwin  F.  Corey,  whose  name  is  subscribed  to  the 
certificate  of  the  proof  or  acknowledgment  of  the  annexed  in- 
strument, and  thereon  written,  was,  at  the  time  of  taking  such 
proof  and  acknowledgment,  a  notary  public  in  and  for  the 
City  and  County  of  New  York,  dwelling  in  the  said  City,  com- 
missioned and  sworn,  aud  duly  authorized  to  take  the  same. 
And  further,  that  I  am  well  acquainted  with  the  handwriting 
of  such  notary,  and  verily  believe  that  the  signature  to  the  said 
certificate  of  proof  or  acknowledgment  is  genuine.  I  further 
certify  that  said  instrument  is  executed  and  acknowledged 
according  to  the  law  of  the  State  of  New  York. 

In  testimony  whereof,  I  have  hereunto  set  my  hand 
and  affixed  the  seal  of  the  said  Court  and  County, 
the  12th  day  of  October,  1878. 
[seal.]  HENRY  A.  GUMBLETON, 

Clerk. 
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State  of  New  Yoke,         ) 
City  and  County  of  New  York, )  ss* : 

Be  it  remembered,  that  on  this  ninth  day  of  October,  in  the 
year  one  thousand  eight  hundred  and  seventy-eight,  before 
me,  the  undersigned,  a  Commissioner  for  the  State  of  Penn- 
sylvania, duly  commissioned  and  qualified,  and  residing  in  the 
City  of  New  York,  personally  appeared  George  P.  Fitch,  who 
being  duly  sworn  according  to  law,  doth  depose  and  say :  That 
he  was  personally  present  and  did  see  the  common  or  cor- 
porate seal  of  the  above  named,  The  Farmer's  Loan  and  Trust 
Company,  affixed  to  the  foregoing  instrument ;  that  the  seal  so 
affixed  is  the  common  or  corporate  seal  of  the  said  company, 
and  was  so  affixed  by  the  anthority  of  the  said  corporation  as 
the  act  and  deed  thereof ;  that  the  above  named  Rosewell  G. 
Bolston  is  the  President  of  the  said  corporation,  and  did  sign 
the  said  instrument  as  such  in  the  presence  of  this  deponent; 
that  this  deponent  is  the  secretary  of  the  said  corporation,  and 
that  the  name  of  this  deponent  above  signed  in  attestation  of 
the  due  execution  of  said  instrument  is  of  this  deponent's  own 
proper  handwriting. 

Sworn  and  subscribed  to  be- )  CEO    P   FITCH 

fore  me,  j 

In  testimony  whereof,  I  have  hereunto  set  my  hand 
and  affixed  my  official  seal  the  day  and  year  last 
above  written, 
[seal.]  EDWIN  F.  COREY, 

Commissioner  for  the  State  of 
Pennsylvania  in  New  York. 

State  of  New  York,         )  gg  . 
City  and  County  of  New  York,  j 

Be  it  remembered,  that  on  this  ninth  day  of  October,  in  the 
year  one  thousand  eight  hundred  and  seventy-eight,  before  me, 
the  undersigned,  a  Commissioner  for  the  State  of  New  Jersey, 
duly  commissioned  and  qualified,  and  residing  in  the  City  of 
New  York,  personally  appeared  George  P.  Fitch,  to  me 
known,  who  being  by  me  duly  sworn  according  to  law, 
on  his  oath  doth  depose  and  say  that  he  is  secretary 
pi  the  Farmers'  Loan   and  Trust  Company  the  grantees  in 


338 

the  foregoing  instrument  named ;  that  the  seal  affixed 
to  the  said  instrument  is  the  corporate  seal  of  said  company  ; 
that  it  was  so  affixed  by  order  of  the  said  company;  that  Rose- 
well  G.  Rolston  is  President  of  the  said  company  ;  that  he  saw 
the  said  Rosewell  G.  Rolston  as  such  President  sign  the  said 
instrument,  and  heard  him  declare  that  he  signed,  sealed  and 
delivered  the  same  as  the  voluntary  act  and  deed  of  the  said 
company  by  their  order,  and  that  this  deponent  signed  his 
name  thereto  at  the  same  time  as  a  subscribing  witness. 

GEO.  P.  FITCH. 
Subscribed  and  sworn  to  before  me, 

In  witness  whereof,  I  have  hereunto  set  my  hand  and 
affixed  my  official  seal  the  day  and  year  last  above 
written. 

[seal.]  EDWIN  F.  COREY. 

Commissioner  for  the  State  of  Neiv  Jersey 
in  New  York. 


Schedule  A. 

UNITED  STATES  OF  AMERICA,  STATE  OF  NEW  YORK 

$1,000  (£200) 

The  New  Yoke,  Lake  Eeie  and  Westeen  Raileoad  Company 

Reobganization  Fiest  Lien  Bond. 

Know  all  men  by  these  presents,  that  the  New  York,  Lake. 
Erie  and  Western  Railroad  Company  acknowledges  itself  in- 
debted unto  Edwin  D.  Morgan,  or  to  the  registered  holder,  or 
if  unregistered  to  the  bearer  hereof,  in  the  sum  of  1,000  dollars 
gold  coin  of  the  United  States  of  America,  which  the  said 
company  promises  and  agrees  to  pay  iu  like  gold  coin  or  in 
sterling  money,  at  the  rate  of  four  shillings  to  the  dollar,  to 
the  registered  holder,  or  if  unregistered  to  the  bearer  hereof, 
on  the  1st  day  of  December,  A.  D.  1908,  at  the  office  of  the  said 
company,  in  the  City  of  New  York,  or  at  the  Agency  of  said 
Company  in  the  City  of  London,  and  also  to  pay  until  repay- 
ment, in  like  gold  coin  or  sterling  money,  at  the  rate  aforesaid, 
interest  at  six  per  centum  per  annum,  to  be  computed  from  the 
first  day  of  May,  which  will  be  in  the  year  1879,  half  yearly, 
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on  the  first  days  of  May  and  November  in  each  year,  at  the 
office  of  the  Company,  in  the  City  of  New  York,  or  at  the 
holder's  option,  at  the  agency  of  the  company  in  London,  on 
the  presentation  and  surrender  of  the  annexed  coupons  payable 
to  bearer  as  they  severally  become  due. 

The  holder  of  this  bond  may,  at  any  time,  on  payment  of 
the  fee  established  therefor,  have  the  same  registered,  under 
such  regulations  as  the  company  may  establish,  in  his  name, 
or  the  name  of  any  nominee  or  "nominees,  on  the  books  of.  the 
company  at  New  York,  or  such  other  place  or  places  of  re- 
gistration as  the  company  may  designate,  and  such  registration 
may  from  time  to  time,  on  complying  with  such  regulations, 
be  extinguished  and  cancelled,  and  again  renewed  ;  but  after 
such  registration,  and  while  the  same  remains  unextinguished 
and  uncanceled,  this  bond  can  only  be  transferred  by  the  reg- 
istered holder,  his  duly  autuorized  agent  or  lawful  successor 
in  title,  by  a  proper  entry  of  transfer  on  the  books  of  the  com- 
pany, and  an  endorsement  of  such  transfer  upon  the  bond. 
Due  extinguishment  and  cancellation  of  registrations  stamped 
or  endorsed  upon  the  bond  by  the  company,  will  restore  the 
negotiability  thereof. 

This  bond  is  issued  under  and  in  pursuance  of  the  plan  and 
agreement  of  foreclosure  and  reorganization  of  the  Erie  Rail- 
way Company,  set  forth  in  the  certificate  of  incorporation 
of  the  obligor  herein,  the  New  York,  Lake  Erie  and  Western 
Railroad  Company,  on  file  in  the  office  of  the  Secretary  of 
State  of  the  State  of  New  York,  to  which  reference  is  had, 
and  is  one  of  a  series  amounting  in  the  aggregate  to  $2,500,- 
000,  and  consisting  of  2,500  bonds,  each  for  the  sum  of  $1,000 
(as  an  equivalent  of  £200  sterling),  and  numbered  "from  "  1 " 
to  "  2,500 "  inclusive,  all  of  which  constitute  a  first  lien  under 
a  certain  indenture  of  mortgage,  or  deed  of  trust,  duly  exe- 
cuted and  recorded,  and  delivered  by  the  obligor  to  the  Far- 
mers' Loan  and  Trust  Company,  of  the  City  of  New  York, 
Trustee,  securing  also,  subject  to  such  prior  lien,  certain  other 
bonds  of  the  obligor,  known  as  the  New  Second  Consoli- 
dated Mortgage  Bonds,  and  also  certain  other  bonds  of  the 
obligor,  known  as  the  Second  Consolidated  Mortgage  Funded 
Coupon  Bonds,  and  conveying  to  the  said  Trustee  in  trust,  all 
the  franchises,  railways,  appurtenances,  terms,  estates,  rights 
or  interests   in  railways,  including  all  branches   and   leased 
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lines,  also  all  the  real,  personal  or  mixed  property  of  the  obli- 
gor herein  of  every  kind  and  description,  and  all  railways, 
franchises  and  property,  real,  personal  or  mixed,  that  may  be 
at  any  time  acquired  by  the  obligor  herein,  subsequent  to  the 
date  of  the  said  indenture  of  mortgage,  as  by  the  said  inden- 
ture of  mortgage  in  the  possession  of  the  said  Trustee,  and 
duly  recorded,  will  fully  and  at  large  appear,  reference  thereto 
being  had.  But  subject,  nevertheless,  to  the  existing  priority 
of  lien  of  certain  outstanding  bonds  of  the  New  York  and 
Erie  Kailroad  Company,  and  the  provisions  of  the  several 
mortgages  securing  the  same,  viz. :  First  Mortgage  Bonds, 
amounting  to  $2,483,000  ;  Second  Mortgage  Bonds,  amounting 
to  $2,174,000  ;  Third  Mortgage  Bonds,  amounting  to  $4,852,- 
000  ;  Fourth  Mortgage  Bonds,  amounting  to  $2,937,000 ;  and 
Fifth  Mortgage  Bonds,  amounting  to  $709,500.  And  also  sub- 
ject to  the  priority  of  the  outstanding  mortgage  bonds  given 
by  the  Buffalo  branch  of  the  Erie  Kailway  Company  upon  that 
part  of  the  said  railway  which  is  between  Horn  ells  ville,  in 
Steuben  County,  and  Attica,  in  Wyoming  County,  New  York, 
amounting  in  the  aggregate  to  $182,600.  And  also  subject  to 
the  existing  prior  lien  of  the  outstanding  bonds  secured  by  the 
First  Consolidated  Mortgage  of  the  Erie  Railway  Company, 
amounting  to  $16,656,000,  and  the  coupon  bonds  issued  by  the 
obligor  herein,  under  and  in  pursuance  of  the  said  plan  and 
agreement  of  foreclosure  and  reorganization  for  and  in  respect 
of  accrued  and  funded  interest  on  the  said  First  Consolidated 
Mortgage  Bonds,  amounting  in  the  aggregate  to  not  exceeding 
$3,718,100. 

The  obligor  herein  will  set  aside  annually  the  sum  of  $100,- 
000,  or  so  much  thereof  as  would  otherwise  be  applicable  to 
the  payment  of  dividends  on  its  preferred  and  common  stock, 
to  constitute  a  sinking  fund,  to  be  applied  in  redemption  of 
this  series  of  bonds  by  purchase  in  the  market  or  drawing 
by  lot,  as  the  obligor  may  determine. 

This  bond  shall  not  become  obligatory  until  authenticated 
by  a  certificate  thereon,  signed  by  the  said  Farmers'  Loan 
and  Trust  Company,  Trustee,  and  countersigned  by  the  secre- 
tary of  the  voting  Trustees  mentioned  in  the  said  certificate  of 
incorporation. 

In  testimony  whereof  the  said  New  York,  Lake  Erie  and 
Western  Railroad  Company  has  caused  its  corporate  seal  to  be 
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hereto  affixed,  and  the  same  attested  by  the  signatures  of  its 
president  and  secretary,  and  the  coupons  annexed,  by  the 
name  of  the  secretary,  on  this  fifth  day  of  October,  in  the 
'year  of  our  Lord  one  thousand  eight  hundred  and  seventy- 
eight. 

President. 

Secretary. 
(Countersigned) 

Secretary  of  Voting  Trustees. 

COUPON. 
No , 

The  New  York,  Lake  Erie  and  Western  Eailroad  Company 
Promises  to  pay  to  the  bearer  hereof,  at  the  office  of  the  Com- 
pany in  New  York,  or  at  his  option,  at  the  Agency  of  the  Com- 
pany in  London,  on  the  day  of 
18  ,  Dollars  (gold),  or  its  equivalent 
in  sterling,  at  four  shillings  to  the  dollar,  being  interest  for  the 
preceding  half  year  on  the  Company's  Eeorganization  First 
Lien  Bond,  No. 

$ £ Secretary. 

[The  form  of  certificate  to  be  endorsed  upon  the  Bonds 
aforesaid  by  the  Farmers'  Loan  and  Trust  Company,  party  of 
the  second  part,  Trustee,  shall  be  as  follows:] 

The  Farmers'  Loan  and  Trust  Company  hereby  certifies 
that  this  Bond  is  one  of  the  series  of  Bonds  in  the  body  thereof 
mentioned  and  described,  and  is  secured  in  the  manner  herein 
stated  by  a  Mortgage  of  the  New  York,  Lake  Erie  and  West- 
ern Railroad  Company  to  the  said  Farmers'  Loan  and  Trust 
Company,  bearing  date  the  5th  day  of  October,  1878,  duly 
recorded.  ' 

[Each  of  ihe  said  Bonds  shall  bear  the  following  endorse- 
ment, to  indicate  the  right  of  the  holder  hereof  to  vote  thereon, 
that  is  to  say  :] 

This  Bond  entitles  the  holder  to  one  vote  for  each  one  hun- 
dred dollars  of  its  amount,  exclusive  of  interest,  at  all  meetings 
of  Stockholders,  and  on  all  affairs  r.t  +v,«  jq-ew  York,  Lake  Erie 
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and  Western  Kailroad  Company,  under  such  regulations  as  to 
registry  and  otherwise,  as  the  Company  may  from  time  to 
time  describe.  , 


Schedule  B. 

UNITED   STATES    OF    AMEEICA,    STATE    OF    NEW 

YOEK 

$1,000  (£200) 

The  New  Yoke,  Lake  Eeie  &  Western  Eaileoad  Company 
New  Second  Consolidated  Mortgage  Bond. 

Know  all  men  by  these  presents,  that  The  New  York,  Lake 
Erie  &  Western  Eailroad  Company  acknowledges  itself  in- 
debted unto  Edwin  D.  Morgan,  or  to  the  registered  holder,  or 
if  unregistered  to  the  bearer  hereof,  in  the  sum  of  1,000  dollars 
gold  coin  of  the  United  States  of  America,  which  the  said 
Company  promises  and  agrees  to  pay  in  like  gold  coin  or  in 
sterling  money,  at  the  rate  of  four  shillings  to  the  dollar,  to  the 
registered  holder,  or  if  unregistered  to  the  bearer  hereof,  on 
the  1st  day  of  December,  A.D.  1969,  at  the  office  of  the  said 
Company,  in  the  City  of  New  York,  or  at  the  Agency  of  said 
Company  in  the  City  of  London  ;  and  also  to  pay,  until  re- 
payment, in  like  gold  coin  or  sterling  money,  at  the  rate  afore- 
said, interest  at  six  per  centum  per  annum,  to  be  computed 
from  the  first  day  of  December,  which  will  be  in  the  year 
1879,  half  yearly,  on  the  first  days  of  June  and  December  in 
each  year,  at  the  office  of  the  Company,  in  the  City  of  New 
York,  or  at  the  holder's  option,  at  the  agency  of  the  Company 
in  London,  on  the  presentation  and  surrender  of  the  annexed 
coupons  payable  to  bearer  as  they  severally  become  due. 

The  holder  of  this  bond  may,  at  any  time,  on  payment  of  the 
fee  established  therefor,  have  the  same  registered,  under  such 
regulations  as  the  Company  may  establish,  in  his  name,  or  the 
name  of  any  nominee  or  nominees,  on  the  books  of  the  Com- 
pany at  New  York,  or  such  other  place  or  places  of  registra- 
tion as  the  Company  may  designate,  and  such  registration 
may  from  time  to  time,  on  complying  with  such  regulations, 
'be  extinguished  and  canceled,  and  again  renewed;  but  after 
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such  registration,  and  while  the  same  remains  unextinguished 
and  uncanceled,  this  bond  can  only  be  transferred  by  the 
registered  holder,  his  duly  authorized  agent  or  lawful  successor 
in  title,  by  a  proper  entry  of  transfer  on  the  books  of  the  Com- 
pany, and  an  endorsement  of  such  transfer  upon  the  bond. 
Due  extinguishment  and  cancellation  of  registration  stamped 
or  endorsed  upon  the  bond  by  the  Company,  will  restore  the 
negotiability  thereof.     ' 

This  bonds  is  issued  under  and  in  pursuance  of  the  plan 
and  agreement  of  foreclosure  and  reorganization  of  the  Erie 
Railway  Company,  set  forth  in  the  certificate  of  incorporation 
of  the  obligor  herein,  the  New  York,  Lake  Brie  and  Western 
Railroad  Company,  on  file  in  the  office  of  the  Secretary  of 
State  of  the  State  of  New  York,  to  which  reference  is  had,  and 
is  one  of  a  series  amounting  in  the  aggregate  to  $25,000,000, 
and  consisting  of  24,000  bonds,  each  for  the  sum  of  $1,000,  (as 
an  equivalent  of  £200  .sterling),  and  numbered  from  "  1 "  to 
"  24,000  "  inclusive,  and  2,000  bonds  each  for  the  sum  of  $500 
(as  an  equivalent  of  £100  sterling),  and  numbered  from  24,001 
to  26,000  inclusive,  all  of  which,  together  with  certain  other 
bonds  of  the  obligor,  known  as  the  Second  Consolidated  Mort- 
gage Funded  Coupon  Bonds,  are  equally  secured  by  and  sub- 
ject to  all  the  terms  and  provisions  of  an  indenture  of  mort- 
gage or  deed  of  trust,  duly  executed  and  recorded  and  delivered  * 
by  the  obligor  to  the  Farmers'  Loan  and  Trust  Company  of 
the  City  of  Few  York,  Trustee,  and  conveying  to  the  said 
Trustee  in  trust  all  the  franchises,  railways,  appurtenances, 
terms,  estates,  rights  or  interests  in  railways,  including  all 
branches  and  leased  lines ;  also  all  real,  personal  or  mixed 
property  of  the  obligor  herein  of  every  kind  and  description) 
and  all  railways,  franchises,  and  property,  real,  personal  or 
mixed,  that  may  be  at  any  time  acquired  by  the  obligor  herein, 
subsequent  to  the  date  of  the  said  indenture  of  mortgage,  as 
by  the  said  indenture  of  mortgage  in  the  possession  of  the  said 
Trustee,  and  duly  recorded,  will  fully  and  at  large  appear, 
reference  thereto  being  had.  But  subject,  nevertheless,  to  the 
existing  priority  of  lien  of  certain  outstanding  bonds  of  the 
New  York  and  Erie  Railroad  Company  and  the  provisions  of 
the  several  mortgages  securing  the  same,  viz. :  First  Mortgage 
Bonds  amounting  to  $2,483,000 ;  Second  Mortgage  Bonds 
amounting  to  $2,174,000 ;  Third  Mortgage  Bonds   amounting 
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to  $4,852,000 ;  Fourth  Mortgage  Bonds  amounting  to  $2,937,000  ? 
and  Fifth  Mortgage  Bonds  amounting  to  $709,500.  And  also 
subject  to  the  priority  of  the  outstanding  mortgage  bonds 
given  by  the*  Buffalo  Branch  of  the  Erie  Railway  Company 
upon  that  part  of  the  said  railway  which  is  between  Hornells- 
ville,  in  Steuben  County,  and  Attica,  in  Wyoming  County,  New 
York,  amounting  in  the  aggregate  to  $182,600.  And  also  sub- 
ject to  the  existing  prior  lien  of  the  outstanding  bonds  secured 
by  the  First  Consolidated  Mortgage  of  the  Erie  Railway  Com- 
pany, amounting  to  $16,656,000,  and  the  Coupon  Bonds  issued 
by  the  obligor  herein  under  and  in  pursuance  of  the  said 
plan  and  agreement  of  foreclosure  and  reorganization  for  and 
in  respect  of  accrued  and  funded  interest  on  the  said  First . 
Consolidated  Mortgage  Bonds,  amounting  in  the  aggregate  to 
not  exceeding  $3,718,100,  and  also  subject  to  the  prior  lien  of 
the  bonds  (not  to  exceed  in  the  aggregate  $2,500,000)  referred 
to  in  Article  First  of  the  mortgage  by  which  this  bond  is  se- 
cured. 

This  bond  is  issued  subject  to  the  express  condition  that  no 
right  of  action  thereon,  either  at  law  or  in  equitj',  nor  any 
right  to  enforce  the  mortgage  security  shall  arise  for  or  in 
consequence  of  any  failure  to  pay  interest  which"  may  result 
from  the  want  of  net  earnings  of  the  mortgaged  premises  apj 
i  plicable  to  the  payment  of  interest  thereon  until  on  each  o- 
six  successive  due  dates  ot  coupons  some  interest  secured  by 
the  said  indenture  shall  be  in  default  and.  unpaid. 

If  at  any  time  during  the  currency  of  this  bond  the  obligor 
should  not  be  able  to  pay  in  full  an  interest  coupon  as  it  falls 
due,  but  should  be  able  to  pay  some  part  thereof,  such  part 
payment  will  be  made  pro  rata  on  the  entire  issue,  under  such 
regulations  as  the  Board  of  Directors  may  prescribe ;  and  each 
coupon  will  be  paid  in  full  before  any  payment  upon  the  suc- 
ceeding coupon. 

^,  The  series  of  bonds,  amounting  to  $25,000,000,  of  which  this 
bond  is  one,  and  another  series  of  bonds  amounting  in  the 
aggregate  to  $8,597,400,  known  as  Second  Consolidated  Mort- 
gage Funded  Coupon  Bonds,  secured  by  the  same  mortgage, 
after  the  first  day  of  June,  1883,  will  become  and  be  thence- 
forth one  series,  of  the  aggregate  amount  of  $33,597,400,  hav- 
ing like  right,  security,  terms  and  conditions,  in  all  respects. 

This  bond  shall  not  become  obligatory  until  authenticated 
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by  a  certificate  thereon,  signed  by  the  said  Farmers'  Loan  and 
Trust  Company,  Trustee,  and  countersigned  by  the  Secretary 
of  the  Voting  Trustees  mentioned  in  the  said  certificate  of 
incorporation. 

In  testimony  whereof,  the  said  The  New  York,  Lake  Erie 
&  Western  Railroad  Company,  has  caused  its  corporate  seal  to 
be  hereto  affixed  and  the  same  attested  by  the  signatures  of 
its  President  and  Secretary,  and  the  coupons  annexed  by  the 
name  of  the  said  Secretary,  on  this  fifth  day  of  October,  in  the 
year  of  our  Lord,  one  thousand  eight  hundred  and  seventy- 
eight. 

President. 

Secretary, 

(Countersigned) 

Secretary  of  Votinij  Trustees. 

COUPON. 

No.... 

The  New  York,  Lake  Eeie  &  Western  Railroad  Company 
Promises  to  pay  to  the  bearer  hereof,  at  the  office  of  the 
Company  in  New  York,  or  at  his  option,  at  the  Agency  of  the 
Company  in  London,  on  the  day  of 

18       ,  dollars  (gold),  or  its  equivalent  in 

sterling,  at  four  shillings  to  the  dollar,  being  interest  for  the 
preceding  half  year  on  the  Company's  New  Second  Consoli- 
dated Mortgage  Bond,  No. 

$ £ 

Secremry, 

[The  form  of  certificate  to  be  endorsed  upon  the  Bon<ls 
aforesaid  by  the  Farmers'  Loan  and  Trust  Company,  party  of 
the  second  part,  Trustee,  shall  be  as  follows  :  J 

The  Farmers'  Loan  and  Trust  Company  hereby  certifies  that 
-this  Bond- is  one  of  the  series  of  Bonds  in  the  body  thereof 
44 
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mentioned  and  described,  and  is  secured  in  the  manner  therein 
stated  by  a  Mortgage  of  The  New  York,  Luke  Erie  and 
Western  Eailroad  Company  to  the  said  Farmers'  Loan  and 
Trust  Company,  bearing  date  the  5th  day  of  October,  1878, 
duly  recorded. 

[Bach  of  the  said  Bonds  shall  bear  the  following  endorse- 
ment, to  indicate  the  right  of  the  holder  thereof  to  vote  thereon, 
that  is  to  say :] 

This  Bond  entitles  the  holder  to  one  Vote  for  each  one 
hundred  dollars  of  its  amount,  exclusive  of  interest,  at  all 
Meetings  of  Stockholders,  and  on  all  affairs  of  The  New  York, 
Lake  Erie  aud  Western  Railroad  Company,  under  such  regu- 
lations as  to  registry  and  otherwise,  as  the  Company  may  from 
time  to  time  prescribe. 


Schedule  C. 

UNITED    STATES    OF    AMERICA,    STATE    OF    NEW 

YORK. 

$1,000.  (£200.) 

The  New  York,  Lake  Erie  and  Western  Railroad  Company 
Second  Consolidated  Mortgage  Funded  Coupon  Bond. 

Know  all  men  by  these  presents  that  the  New  York,  Lake 
Erie  &  Western  Railroad  Company  acknowledge  itself  indebted 
unto  Edwin  D.  Morgan  or  to  the  registered  holder,  or,  if  un- 
registered, to  the  bearer  hereof,  in  the  sum  of  one  thousand 
dollars  gold  coin,  of  the  United  States  of  America,  which  the 
said  Company  promises  and  agrees  to  pay  in  like  gold  coin  or 
in  sterling  money,  at  the  rate  of  four  shillings  to  the  dollar,  to 
the  registered  holder,  or,  if  unregistered,  to  the  bearer  hereof, 
on  the  1st  day  of  December,  A.  D.  1969,  at  the  office  of  the 
said  Company,  in  the  City  of  New  York,  or  at  the  Agency  of 
said  Company  in  the  City  of  London  ;  and  also  to  pay  (until 
repayment),  interest  thereon  in  like  gold  coin  or  steiling  money, 
at  the  rate  aforesaid,  to  be  computed  from  the  1st  day  of  June, 
in  the  year  1878,  to  the  1st  day  of  June,  in  the  year  18  3,  at 
the  rate  of  5  per  centum  per  annum,  and  from  the  1st  day  of 
June,  in  the  year  1883,  at  the  rate  of  6  per  centum  per  annum, 
and  payable  half  yearly  on  the  1st  days  of  June  and  Decern- 
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ber,  at  the  office  of  the  Company  in  the  City  of  New  York,  or 
at  the  holder's  option,  at  the  Agency  of  the  Company  in  Lon- 
dou,  on  the  presentation  aud  surrender  of  the  annexed  coupons 
payable  to  bearer  as  they  severally  become  due. 

The  holder  of  this  bond  may,  at  any  time,  on  payment  of  the 
fee  established  therefor,  have  the  same  registered,  under  such 
regulations  as  the  Company  may  establish,  in  his  name,  or  the 
name  of  any  nominee  or  nominees,  on  the  books  of  the  Com- 
pany at  New  York,  or  such  other  place  or  places  of  registra- 
tion as  the  Company  may  designate,  and  such  registration  may 
from  time  to  time,  on  complying  with  such  regulations,  be  ex- 
tinguished and  canceled,  and  again  renewed ;  but  after  such 
registration,  and  while  the  same  remains  unextinguished  and 
uncanceled,  this  bond  can  only  be  transferred  by  the  registered 
holder,  his  duly  authorized  agent  or  lawful  successor  in  title, 
by  a  proper  entry  of  transfer  on  the  books  of  the  Company, 
and  an  endorsement  of  such  transfer  upon  the  bond.  Due  ex- 
tinguishment and  cancellation  of  registration  stamped  or  en- 
dorsed upon  the  bond  by  the  Company  will  restore  the 
negotiability  thereof. 

This  bond  is  issued  under  and  in  pursuance  of  the  plan  and 
agreement  of  foreclosure  and  reorganization  of  the  Erie  Kail- 
way  Gqmpany  set  forth  in  the  Certificate  of  Incorporation  of 
the  obligor  herein,  The  New  York,  Lake  Erie  and  Western  Rail- 
road Company,  on  file  in  the  office  of  the  Secretary  of  State  of  the 
State  of  New  York,  to  which  reference  is  had,  and  is  one  of  a 
series  amounting  in  the  aggregate  to  not  exceeding  $8,597,400, 
and  the  aggregate  of  this  issue  of  bonds  represents  the  interest 
upon  the  bonds  secured  by  the  Second  Consolidated  Mortgage 
of  the  Erie  Railway  Company  (foreclosed)  funded  under  and 
in  pursuance  of  the  said  plan  and  agreement.  This  series  of 
bonds,  together  with  another  series  of  bonds  of  the  obligor 
herein,  representing  the  principal  of  the  Bonds  of  the  Erie 
Railway  Company,  secured  by  the  said  Second  Consolidated 
Mortgage  foreclosed  as  aforesaid,  the  latter  series  amounting 
in  the  aggregate  to  not  exceeding  $25,000,000,  are  equally 
secured  by  and  subject  to  all  the  terms  and  provisions  of  an 
Indenture  of  Mortgage  or  Deed  of  Trust,  duly  executed  and 
delivered  by  the  obligor  to  the  Farmers'  Loan  and  Trust  Com- 
pany, of  the  City  of  New  York,  Trustee,  and  duly  recorded, 
conveying  to  the  said  Trustee  in  trust  all  franchises,  railways, 
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Appurtenances,  terms,  estates,  rights  or  interests  in  railways, 
including  all  branches   and  leased  lines ;    also  all  the  real, 
personal  or  mixed  property  ol  the  obligor  herein,  of  every  kind 
and  des  crition,  and  all  railways,  franchises  and  property,  real, 
personal  or  mixed,  that  may  be  at  any  time  acquired  by  the 
obligor  herein,  subsequent  to  the  date  of  the  said  Indenture  of 
Mortgage,  as  by  the  said  Indenture  of  Mortgage  in  the  posses- 
sion of  the  said  Trustee,  and  duly  recorded,  will  fully  and  at 
large  appear,  reference  thereto  being  had,  but  subject,  never- 
theless, to  the  existing  priority  of  lien  of  certain  outstanding 
bonds  of  the  New  York  and  Erie  Railroad  Company,  and  the 
provisions  of  the  several  mortgages  securing  the  same,  viz. : 
First  Mortgage  Bonds  amounting  to  $2,483,000 ;  Second  Mort- 
gage Bonds,  amounting  to  $2,174,000 ;  Third  Mortgage  Bonds 
amounting  to  $4,852,000 ;  Fourth  Mortgage  Bonds,  amounting 
to  $-2,937,000;  Fifth  Mortgage  Bonds,  amounting  to  $709,500; 
and  also  subject  to  the  priority  of  the  outstanding  Mortgage 
Bonds  given  by  the  Buffalo  branch  of  the  Erie  Railway  Com- 
pany, and  by  the  Erie  Bailway  Company,  upon  that  part  of  the 
said  Bailway   which    is    between  Hornellsville,   in    Steuben 
County,  and  Attica,  in  "Wyoming  County,  New  York,  amount- 
ing in  the  aggregate  to  $182,600  ;   and  also  subject  to  the  ex- 
isting prior  lien  of  the  outstanding  bonds  secured  by  the  First 
Consolidated  Mortgage  of  the  Erie  Railway  Company,  amount- 
ing to  $16,656,000  and  the  Coupon  Bonds  issued  by  the  obligor 
herein,  under  and  in  pursuance  of  the  said  plan  aud  agree- 
ment of  foreclosure  and  reorganization,  for  and  in  respect  of 
accrued   and  funded  interest  on  the  said  First  Consolidated 
Mortgage  Bonds,  amounting  in  the  aggregate  to  not  exceeding 
$3,718,100,  and  also  subject  to  the  prior  lien  of  the  Bonds  (not 
to  exceed  in  the  aggregate  $2,500,000),  referred  to  in  article 
first  of  the  mortgage  by  which  this  bond  is  secured. 

This  bond  is  issued  subject  to  the  express  condition  that  iio 
right  of  action  thereon,  either  at  law  or  in  equity,  nor  any 
right  to  enforce  the  mortgage  security  shall  arise  for  or  in  con- 
sequence of  any  failure  to  pay  interest  which  may  result  from 
the  want  of  net  earnings  of  the  mortgaged  premises  applicable 
to  the  payment  of  interest  thereon,  until  on  each  of  six  succes- 
sive due  dates  of  coupons,  some  interest  secured  by  the  said 
indenture  shall  be  in  default  and  unpaid.  If  at  any  time  dur- 
ing the  currency  of  this  bond  the  obligor  should  not  be  able 
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to  pay  in  full  an  interest  coupon  as  it  falls  due,  but  should  be 
able  to  pay  some  part  thereof,  such  part  payment  will  be  made 
pro  rata  on  the  entire  issue,  under  such  regulations  as  the 
Board  of  Directors  may  prescribe,  and  each  coupon  will  be 
paid  in  full  before  any  payment  upon  the  succeeding  coupon. 

The  series  of  bonds  of  which  this  is  one,  and  another  series 
of  bonds,  amounting  in  the  aggregate  to  $25,000,000,  secured 
by  the  same  mortgage,  after  the  1st  day  of  June,  1883,  will  be- 
come and  be  thenceforth  one  series,  of  the  aggregate  amount 
of  $33,597,400,  having  like  rights,  security,  terms  and  condi- 
tions in  all  respect. 

This  bond  shall  not  become  obligatory  until  authenticated 
by  a  certificate  thereon,  signed  by  the  said  Farmers'  Loan  and 
Trust  Company,  Trustee,  and  countersigned  by  the  Secretary 
of  the  Voting  Trustees  mentioned  in  the  said  Certificate  of  In- 
corporation. 

In  testimony  whereof  the  said  New  York,  Lake  Erie  & 
Western  Kailroad  Company  has  caused  its  corporate  seal  to  be 
hereto  affixed  and  tha  same  attested  by  the  signatures  of  its 
President  and  Secretary,  and  the  coupons  annexed  by  the  name 
of  the  said  Secretary,  on  this  fifth  day  of  October,  in  the  year 
of  our  Lord  one  thousand  eight  hundred  and  seventy-eight. 

President. 

Secretary.. 
Countersigned, 

Secretary  of  Voting  Trustees. 

COUPON. 

No..  .. 

The  New  Yoke,  Laee  Eeie  and  Westeen  Kailroad  Company 
Promise's  to  pay  to  the  bearer  hereof,  at  the  office  of  the  com- 
pany in  New  York,  or,  at  his  option,  at  the  agency  of  the  com- 
pany in  London,  on  the  day  of  ,  18 

dollars  (gold),  or  its  equivalent  in 
sterling  at  four  shillings  to  the  dollar,  being  interest  for  the 
preceding  half  year  on  the  company's  Second  Consolidated 
Mortgage  Funded  Coupon  Bond,  No. 

$ (£. ) 

Secretary. 
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[The  form  of  the  certificate  to  be  endorsed  upon  the  bonds 
aforesaid  by  the  Farmers'  Loan  and  Trust  Company,  party  of 
the  second  part,  Trustee,  shall  be  as  follows :] 

The  Farmers'  Loan  and  Trust  Company  hereby  certifies 
that  this  bond  is  one  of  the  series  of  bonds  in  the  body  thereof 
mentioned  and  described,  and  is  secured  in  the  manner  therein 
stated  by  a  mortgage  of  The  New  York,  Lake  Erie  &  Western 
Eailroad  Company,  to  The  Farmers'  Loan  and  Trust  Com- 
pany, bearing  date  the  fifth  day  of  October,  1878,  duly  re- 
corded. 

[Each  of  the  said  bonds  shall  bear  the  following  endorse- 
ment to  indicate  the  right  of  the  holder  thereof  to  vote  thereon ; 
that  is  to  say  :] 

This  bond  entitles  the  holder  to  one  vote  for  each  $100  ot 
its  amount,  exclusive  of  interest,  at  all  meetings  of  stockholders 
and  on  all  affairs  of  the  New  York,  Lake  Erie  &  Western  Eail- 
road Company,  under  such  regulations  as  to  registry  or  pro-' 
duction,  and  otherwise,  as  the  company  may  from  time  to  time 
prescribe. 


Exhibit  No.  6.— August  20, 1879. 

This  agreement,  made  this  twenty-ninth  day  of  January,  A. 
D.  1875,  between  the  New  York  Central  &  Hudson  River  Eail- 
road Company,  party  of  the  first  part,  aud  the  Union  Stock  Yard 
and  Market  Company,  party  of  the  second  part,  witnesseth  : 

That,  whereas,  the  party  of  the  first  part  have  been  and  are 
now  engaged  in  the  preparation  for  and  erection  of  stock  yards 
and  certain  buildings  for  the  accommodation  of  said  yards, 
and  which  yards  are  situate  in  the  City  of  New  York  west  of 
Eleventh  avenue  and  between  Fifty-ninth  street  and  Sixty-fifth 
street,  and  are  particularly  delineated  on  the  diagram  hereto 
annexed  marked  "  A,"  (and  which  diagram  is  to  be  considered 
as  part  of  this  agreement)  by  pink  shading. 

Now,  the  party  of  the  first  part,  in  consideration  of  the  agree- 
ments on  the  part  of  the  party  of  the  second  part  hereinafter 
set  forth  to  be  kept,  done  and  performed,  and  in  consideration 
of  the  rent  hereinafter  reserved,  to  be  paid  by  the  party  of  the 
second  part,  doth  agree  to  and  with  the  party  of  the  second 
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part  to  complete  the  preparation  of  said  Stock  Yards  and  the 
erectioiifcof  the  buildings  therefor,  now  in  progress,  on  the 
premises  between  Sixtieth  and  Sixty-fifth  streets,  as  soon  as 
practicable,  and  hereafter  to  erect  on  that  portion  of  said 
premises  between  Fifty-ninth  and  Sixtieth  streets  such  build- 
ings and  make  such  improvements  for  stock  yard  purposes  as 
the  party  of  the  first  part,  after  conference  with  the  party  of 
the  second  part,  shall  determine,  and  to  demise  and  let,  and 
thejsaid  party  of  the  first  part  does  demise  and  let,  unto  the 
said  party  of  the  second  part  the  said  stockyards  and  premises 
extending  from  Fifty-ninth  street  to  Sixty-fifth  street,  and  the 
buildings  thereon  erected  and  to  be  erected  as  aforesaid  for 
and  during  the  term  of  twenty -one  years  from  and  after  the  1st 
day  of  February,  1875. 

The  said  premises  between  Sixtieth  and  Sixty-fifth  streets 
are  demised  and  let  at  a  yearly  rental  of  eighty-eight  thousand 
four  hundred  and  sixty-six  and  ■£?>$  dollars  ($88,466.40),  being 
equal  to  ten  per  cent,  of  their  total  cost,  including  land,  filling, 
preparation,,  paving,  fences,  structures  and  erections,  and  all 
expenditures  incurred  in  and  about  the  acquisition  of  said 
land,  and  the  preparation  of. the  same,  for  occupancy  and  the 
erection  of  the  buildings  thereon.  Which  total  cost  has  been 
by  the  parties  hereto  ascertained,  fixed  and  determined  up  to 
and  as  of  the  date  of  February  1, 1875. 

And  said  rent  is  to  be  payable  in  quarterly  payments,  at  the 
expiration  of  every  three  months  during  each  and  every  year 
of  such  term. 

The  party  of  the  second  part,  in  consideration  of  the  afore- 
said agreements  and  leasing  on  the  part  of  the  party  of  the 
first  pait,  hereby  agrees  to  hire  and  take  said  premises  ex- 
tending from  Fifty-ninth  street  to  Sixty-fifth  street,  with  the 
stock/yards,  structures  and  buildings  thereon  erected  and  to 
be  erected  for  the^before-mentioned  term  of  twenty-one  years 
from  and  after  February  1, 1875,  and  to  pay  to  the  party  of  the 
first  part,  their  successors  or  assigns,  the  before  mentioned 
rent,  forjthe_premises  between  Sixtieth  and  Sixty-fifth  streets 
(and  the  increased  amount  thereof  as  hereinafter  provided  for) 
as  the  same  falls  due,  and  to  pay  in  addition  thereto,  all  taxes, 
assessmentafand  Croton  Water  rents,  which  during  said  term 
shall  be  assessed,  imposed  or  become  chiageable  upon  the 
demised  premises  as  and  at  the  time  said  taxes, -assessments, 
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and  Croton  Water  rents  shall  become  due  and  payable  ;  and  in 
case  of  the  failure  of  the  party  of  the  second  part  to  pay  any 
tax  assessment  or  Oroton  Water  rent  within  thirty  days  next 
after  the  said  tax  assessment  or  Croton  Water  rent  shall  be- 
come due  and  payable,  the  party  of  the  first  part  may  pay  the 
same,  and  the  amount  thereof  shall  be  added  to  and  be- 
come part  of  the  next  quarter's  rent  falling  due. 

And  the  party  of  the  second  part,  in  consideration  aforesaid, 
further  agrees  to,  and  with  the  party  of  the  first  part,  their  suc- 
cessors and  assigns,  that  the  said  demised  premises  shall,  dur- 
ing the  said  term  of  twenty-one  years,  be  used  and  occupied 
and  maintained  as  cattle  yards  for  the  reception  of  such  live 
stock  as  may  be  brought  over  the  railroads  of  the  party  of  the 
first  part  destined  for  the  City  of  New  York. 

That  the  said  party  of  the  second  part,  will  at  all  times  dur- 
ing said  term,  provide  and  keep  provided  at  said  cattle  yards, 
suitable  and  proper  accommodations  for  all  cattle  and  live  stock 
of  every  description,  which  the  said  party  of  the  first  part,  or 
any  other  person  or  corporation  may  discharge  or  desire  to  dis- 
charge, at  said  cattle  yards,  from  the  railroads  of  the  party  of 
the  first  part,  and  will  then  receive  and  take  due  and  proper 
care  of  all  such  cattle  and  live  stock,  providing  feed  therefor 
when  necessary,  the  owners  of  the  stock  paying  them  the 
expenses  thereof,  and  will,  during  all  said  period,  permit  the 
party  of  the  first  part  to  use  said  demised  premises  as  the 
cattle  depot  of  said  railroad  company  on  the  terms  and 
conditions  specified  in  this  agreement. 

That  they  will,  as  the  agents  of  the  said  party  of  the  first 
part,  faithfully  and  diligently  collect  all  the  freight  charges, 
back  charges  and  expenses  on  all  cattle  and  live  stock  de- 
livered at  said  cattle  yards  due  to  the  said  party  of  the  first 
part,  or  to  the  other  companies  over  whose  roads  such  live 
stock  shall  have  passed  in  its  transit  to  the  City  of  New  York) 
and  will  pay  over  to  the  said  party  of  the  first  part,  all  such 
freight  charges,  back  charges  and  expenses. 

And  in  case  the  said  party  of  the  second  part  shall  fail  for 
any  reason  to  collect  said  freight  charges  and  expenses,  they 
agree  to  pay  the  same  to  the  said  party  of  the  first  part  within 
one  week  alter  the  reception  at  said  cattle  yards  of  the  live 
stock  on  which  the  same  arc  payable,  it  being  expressly  agreed 
that  the  party  of  the  second  part  assume  and  become  responsi- 
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ble  to  the  said  party  of  the  first  part  for  the  freight  charges, 
back  charges  and  expenses  upon  all  cattle  and  live  stock  which 
may  be  discharged  from  the  trains  of  the  party  of  the  first  part 
at  said  cattle  yards  which  shall  have  accrued  up  to  the  time 
of  such  discharge,  and  shall  be  payable  to  the  party  of  the  first 
part  either  for  its  own  account  or  for  account  of  any  other 
company  or  companies  over  whose  roads  such  cattle  or  live 
stock  may  have  passed.  But  it  is  expressly  understood  that 
the  party  of  the  second  part  shall  not  be  responsible  for  any 
back  charges  not  noted  on  the  way  bills  of  such  cattle  or  live 
stock,  unless  after  inquiry  by  them  they  shall  not  receive  notice 
of  such  charges  in  due  season,  to  enable  them  to  preserve  the 
lien  therefor  on  said  cattle  or  live  stock. 

And  it  is  further  understood  and  agreed  between  said  parties 
that  the  lien  of  the  said  party  of  the  first  part  or  of  any  other 
corporation  or  person  on  such  cattle  or  live  stock  for  said  ex- 
penses, freight  charges  and  back  charges,  is  not  to  be  preju- 
diced by  reason  of  the  responsibility  hereby  assumed  by  the 
party  of  the  second  part ;  but  such  responsibility  is  to  be  a 
collateral  and  additional  security  to  the  said  party  of  the  first 
part  for  the  payment  of  such  freight  charges,  back  charges  and 
expenses. 

And  it  is  further  expressly  agreed  that  the  party  of  the  second 
part  is  not  to  charge  or  be  entitled  to  any  compensation  or 
commission  from  the  party  of  the  first  part  or  from  any  of  the 
companies  to  whom  back  charges  may  be  due,  for  the  collec- 
tion of  said  freight  charges  and.  expenses,  but  that  such  service 
is  a  part  of  the  consideration  for  the  before  mentioned  agree- 
ments and  demise  of  the  party  of  the  first  part. 

And  it  is  further  expressly  agreed  that  all  live  stock  brought 
in  cars  to  said  cattle  yards  shall  be  deemed  to  be  delivered  to 
the  party  of  the  second  part  in  said  cars  when  the  same  are 
placed  on  the  track  alongside  said  cattle  yards  on  the  westerly 
sjde  thereof,  conveniently  for  unloading,  and  that  from  the  time 
of  the  delivery  of  such  cattle  or  live  stock  in  said  cars  at  said 
cattle  yards,  the  party  of  the  second  part  are  to  be  solely  re- 
sponsible for  the  care,  safety  and  custody  thereof,  and  shall 
save  and  keep  the  party  of  the  first  part  harmless  and  indem- 
nified against  all  liability  in  respect  thereof. 

And  in  consideration  of  the  premises  the  party  of  the  first 
part  further  agrees  with  the  party  of  the  second   part  that  if 
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they  do  well  and  truly  perform  and  keep  the  stipulations  and 
covenants  on  their  part  herein  contained,  the  party  of  the 
first  part  will,  during  the  said  term  of  twenty-one  years, 
discharge  at  said  stock  yards  all  live  stock  of  every 
kind  which  it  may  bring  over  the  Hudson  River  Rail- 
road destined  for  that  part  of  the  City  of  N^w  York 
south  of  the  Harlem  river  and  Spuyten  Duyvil  creek. 
And  the  said  party  of  the  second  part  further  covenants  and 
agrees  with  the  party  of  the  first  part,  that  they  will  promptly 
and  punctually  account  for  and  pay  over  to  the  party  of  the 
first  part  all  sums  which  they  shall  collect  for  freight  charges 
and  expenses  as  aforesaid,  and  also  all  sums  for  which  they  shall 
have  become  responsible  under  the  provisions  of  this  agree- 
ment, and  that  a  settlement  of  accounts,  between  said  parties, 
shall  be  had  at  least  as  often  as  once  in  every  week,  viz. :  On 
each  Saturday  during  the  continuance  of  this  agreement,  and 
in  no  case,  shall  the  payments  fcdue  to  the  party  of  the  first 
part  be  delayed  beyond  one  week  from  the  time  of  the  receipt 
of  the  live  stock  at  said  cattle  yards. 

And  it  is  further  mutually  agreed,  that  whenever  that  part 
of  the  demised  premises  situate,  between  Fifty-ninth  and  Six- 
tieth streets,  are  ready  for  occupancy  for  stock  yard  purposes, 
the  annual  rent  hereby  reserved  shall  be  increased  from  and 
after  the  quarter  day  next  following  such  readiness  for  occu- 
pancy by  a  sum  equal  to  10  per  cent,  upon  the  purchase  price 
of  said  premises,  between  Fifty-ninth  and  Sixtieth  streets,  in- 
terest on  said  purchase  price,  from  the  date  of  purchase,  all 
taxes  and  assessments  paid  by  the  party  of  the  first  part  on 
said  premises,  all  expenditures  connected  with  said  purchase, 
and  for  structures  and  improvements  thereon.  Also,  that  the 
annual  rent  hereby  reserved  shall  be  increased  in  like  manner 
from  and  after  any  quarter  day  by  a  sum  equal  to  10  per  cent, 
upon  the  amount  of  all  expenditures  made  by  the  party  of  the 
first  part  upon  the  premises,  between  Sixtieth  and  Sixty-fifth 
streets,  hereby  demised  after  the  date  hereof  and  prior  to  said 
quarter  day. 

And  it  is  further  mutually  agreed,  that  in  the  event  of  the 
injury  or  destruction  of  any  of  the  structures  erected,  or  to 
be  erected  on  said  demised  premises  by  the  elements  during 
said  term,  the  party  of  the  first  part  shall,  as  soon  as  practica- 
ble, repair  or  replace  them,  but  this  agreement  shall  not  by 
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any  Such  injury  or  destruction  be  terminated,  nor  the  party  of 
the  second  part  released  from  the  payment  of  the  rent  herein 
reserved,  nor  from  any  of  the  agreements  herein  contained  on 
their  part  to  be  done,  kept  and  performed. 

And  the  party  of  the  second  part  further  agrees  to  keep  the 
buildings  on  the  demised  premises  insured,  against  fire  during 
the  term  hereby  granted,  in  companies  and  to  an  amount  or 
amounts  to  be  desiguated  by  the  party  of  the  first  part,  the 
insurance,  in  case  of  loss,  to  be  payable  to  the  party  of  the 
first  part ;  and  that  the  said  party  of  the  second  part  will  sur- 
render the  demised  premises  to  the  party  of  the  first  part,  their 
successors  or  assigns,  at  the  expiration  of  the  term  in  as  good 
condition  as  they  were  at  the  beginning  of  the  term,  or  shall 
therein  be  ^put,  ordinary  use  and  damage  by  the  elements 
excepted. 

And  the  party  of  the  second  part  further  agree,  in  consid- 
eration of  this  agreement,  to  within  the  year  1875  cause  to  be 
erected  on  the  blocks,  between  Fifty-eighth  and  Fifty-ninth 
streets  and  west  of  Eleventh  avenue,  buildings  for  the  pur- 
poses of  an  abattoir,  and  there  during  the  residue  of  the  term 
hereby  demised  maintain  the  same  and  furnish  accommoda- 
tions sufficient  for  the  slaughtering,  rendering  and  disposing  of 
the  live  stock  brought  to  said  cattle  yards,  including  means 
and  facilities  for  delivering  the  products  in  the  City  of  New 
York  and  neighboring  places  by  boat  or  otherwise. 

And  the  party  of  the  second  part  further  agrees  that  they 
will  not  assign  or  transfer  this  lease  and  agieement  or  any  in- 
terest therein  without  the  written  consent  of  the  party  of 
the  first  part  had  thereto,  and  that  they  will  not  con- 
solidate or  form  any  combination  or  arrangement  of  any  kind 
with  any  person  or  persons,  or  associations  or  corporations 
transacting  similar  business  at  or  near  any  New  York  terminus 
of  any  other  railroad  terminating  in  the  State  of  New  York  or 
in  the  State  of  New  Jersey  at  or  near  the  City  of  New  York, 
without  the  written  consent  of  the  party  of  the  first  part. 

And  the  said  party  of  the  second  part  further  covenant  and 
agree  that  if  any  default  be  made  in  the  payment  of  the  rent 
hereby  reserved  or  of  any  tax,  Croton  water  rent  or  assess- 
ment, or  in  the  performance  of  any  of  the  covenants  or  agree- 
ments herein  contained,  it  shall  be  lawful  for  the  party  of  the 
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first  part  to  re-enter  the  demised  premises  and  remove  all  per- 
sons therefrom. 

In  witness  whereof  hereto  and  to  a  duplicate  hereof 
on  the  day  and  year  first  above  written,  the  party 
of  the  first  part  have  caused  to  be  affixed  their  cor- 
porate seal  and  the  signature  of  their  Vice-Presi- 
dent, and  the  party  of  the  second  part  have  caused 
to  be  affixed  their  seal  and  the  signature  of  their 
President. 

Signed,  sealed  and  delivered  ) 
in  presence  of  j 

(Signed)        J.  P.  CHAMBERS. 

The  New  York  Central  &  Hudson  River 
[seal.]  Railroad  Company. 

(Signed)        By  W.  H.  VANDERBILT, 

Vice-President. 

The  Union  Stock  Yard  and  Market  Com- 
[seal.]  pany. 

(Signed)  By  WILLIAM  LALOR, 

President. 

(Signed)        W.  P.  MARTIN, 

Secretary. 

State  of  New  York,  |       . 

City  and  County  of  New  York,  j 

On  this  29th  day  of  January,  A.  D.  1875,  before  me  person- 
ally came  William  H.  Vanclerbilt,  the  Vice-President  of  the 
New  York  Central  &  Hudson  River  Railroad  Company  of  the 
State  of  New  York,  with  whom  I  am  personally  acquainted, 
who  being  by  me  duly  sworn,  said,  that  he  resided  in  the  City 
of  New  York,  that  he  was  the  Vice-President  of  the  New  York 
Central  &  Hudson  River  Railroad  Company,  that  he  knew  the 
corporate  seal  of  said  company ;  that  the  seal  affixed  to  the 
foregoing  instrument  was  such  corporate  seal ;  that  it  was  af- 
fixed by  order  of  the  Board  of  Directors  of  said  company,  and 
that  he  signed  his  name  thereto  by  the  like  order  as  Vice- 
President  of  said  company. 

(Signed)        J.  P.  CHAMBERS, 

Notary  Public, 
N.  Y.  Co. 
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State  of  New  Tobk,  ) 

City  and  County  of  New  York,  j  SS-  : 

On  this  29th  day  of  January,  A.  D.  1875,  before  me  person- 
ally came  "William  Lalor,  President  of  the  Union  Stock  Yard 
and  Market  Company  of  the  State  of  New  York,  with  whom  I 
am  personally  acquainted,  who  being  by  me  duly  sworn,  said, 
that  he  resided  in  the  City  of  New  York ;  that  he  was  the 
President  of  the  Union  Stock  Yard  and  Market  Company ;  that 
he  knew  the  corporate  seal  of  said  company  ;  that  the  seal  af- 
fixed to  the  foregoing  instrument  was  such  corporate  seal ;  that 
it  was  affixed  by  order  of  the  Board  of  Directors  of  said  Com- 
pany ;  and  that  he  signed  his  name  thereto  by  the  like  order  as 
President  of  said  company. 

(Signed)        J.  P.  CHAMBEES, 

Notary  Public, 
N.  Y.  Co. 
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This  agkeement,  made  this  first  day  of  February,  A.  D. 
1876,  between  the  New  York  Central  &  Hudson  River  Rail- 
road Company,  party  of  the  first  part,  and  the  Union  Stock 
Yard  and  Market  Company,  party  of  the  second  part,  wit- 
nesseth  : 

That  whereas  heretofore  the  parties  hereto  made  and  exe- 
cuted an  agreement  and  lease,  bearing  date  of  the  twenty-ninth 
day  of  January,  A.  D.  1875,  whereby  the  party  of  the  first  part 
demised  to  the  party  of  the  second  part,  for  the  term  of  twenty- 
one  years  from  the  first  day  of  February,  1875,  the  stock  yard 
and  premises  situate  in  tha  City  of  New  York  west  of  Eleventh 
avenue,  and  between  Fifty-ninth  and  Sixty-fifth  streets ;  and 
the  party  of  the  second  part  hired  the  same,  and  agreed  there 
to  maintain  and  operate  stock  yards  during  said  term,  and  to 
do  and  perform  various  other  things,  as  by  reference  to  said 
agreement  will  fully  appear. 

Now,  the  parties  hereto,  in  consideration  of  the  modifica- 
tions of  said  lease  and  agreement,  dated  29th  January,  1875, 
hereby  made,  and  of  the  sum  of  one  dollar  by  each  to  the 
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other  paid,  the  receipt  whereof  is  hereby  acknowledged,  do 
hereby  agree,  each  with  the  other,  their  successors  and  assigns, 
to  change  and  modify  said  lease  and  agreement  bearing  date 
29th  January,  1875 ;  and  that  the  same  shall  stand  from  this 
first  day  of  February,  1876,  changed  and  modified  as  follows, 
that  is  to  say  : 

First. — The  yearly  rental  payable  by  the  party  of  the  second 
part  to  the  party  of  the  first  part  shall  be,  from  the  first  day  of 
February,  1876,  for  the  remainder  of  the  term,  the  sum  of  one 
hundred  thousand  dollars,  to  be  paid  in  equal  quarter-yearly 
payments,  at  the  expiration  of  every  three  months,  from  and 
after  February  1st,  1876,  during  -each  and  every  year  of  said 
term. 

Second. — The  lands  and  premises  demised  by  the  party  of 
the  first  part  to  the  party  of  the  second  part,  and  to  be  held 
and  occupied  by  the  party  of  the  second  part,  shall  not,  on  and 
after  the  date  hereof,  include  any  part  of  the  block  betweea 
Fifty-ninth  and  Sixtieth  streets  westerly  of  a  line  drawn  from 
the  south  side  of  Sixtieth  street  to  the  north  side  of  Fiffcy- 
ninth  street  and  parallel  with  the  westerly  line  of  Eleventh 
avenue  and  -distant  westerly  from  said  westerly  line  of  Elev- 
enth avenue  six  hundred  feet,  but  shall  include  all  the  lands 
and  premises  shown  on  the  annexed  diagram  forming  part  of 
this  agreement  and  marked  "  B,"  as  enclosed  by  lines  shaded 
pink.  And  it  is  further  expressly  understood  and  agreed  by 
and  between  the  parties  that  the  party  of  the  first  part  are  not 
to  make  any  further  expenditure  upon  the  demised  premises 
as  restricted  by  this  agreement ;  and  that,  in  addition  to  said 
rental  of  one  hundred  thousand  dollars,  the  party  of  the  sec- 
ond part  are  to  pay  all  Croton  water  rents,  taxes  and  assess- 
ments upon  the  demised  premises  as  hereby  restricted,  as  in 
said  original  lease  and  agreement,  dated  29th  January,  1875, 
they  have  agreed  to  do,  and  in  all  other  respects  keep  and 
perform  said  agreement,  except  as  hereby  modified  and 
changed. 

In  witness  whereof,  and  to  a  duplicate  hereof,'  have 
been  affixed  the  corporate  seals  of  the  parties,  and 
the  signatures  of  the  Vice-President  of  the  party  of 
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the  first  part  and  the  President  of  the  party  of  the 
second  part.  , 

In  presence  of 
(Signed)    J.  P.  Chambers. 

The  New  YoEk  Centeal  &  Hudson 
[seal.]  Biver  Railroad  ComPani. 

(Signed)        By  W.  H.  VANDERB1LT. 

Vice-President. 

The  Union  Stock  Yard  and  Market  Company, 
[seal.]  (Signed)  By  J.  B.  DUTCHEE, 

President. 
(Signed)  W.  F.  MABTIN, 

Secretary. 

State  op  New  York^  ) 

City  and  County  of  New  York.  | 

On  this  16th  day  of  May,  1876,  before  me  personally  came 
Wm.  H.  Vanderbilt,  the  Vice-President  of  the  New  York  Cen- 
tral and  Hudson  River  Railroad  Company  of  the  State  of  New 
York,  with  whom  I  am  personally  aquainted,  who,  being  by 
me  duly  sworn,  said  that  he  resided  in  the  City  of  New  York ; 
that  he  was  the  Vice-President  of  the  New  York  Central  and 
Hudson  River  Railroad  Company ;  that  he  knew  the  corporate 
seal  of  said  company ;  that  the  seal  affixed  to  the  foregoing  in- 
strument was  such  corporate  seal ;  that  it  was  affixed  by  order 
of  the  Board  of  Directors  of  said  company  ;  and  that  he  signed 
his  name  thereto  by  the  like  order  as  Vice-President  of  said 
company. 

(Signed)  HENRY  C.  ANDREWS, 

Notary  Public,  (80) 

N.  Y.  Co. 

State  of  New  York,  ) 

City  and  County  of  New  York.  (  S8- : 

On  this  16th  day  of  May,  1876,  before  me  personally  came 
John  B.  Dutcher,  President  of  the  Union  Stock  Yard  and 
Market  Company  of  the  State  of  New  York,  with  whom  I  am 
personally  acquainted,  who,  being  by  me  duly  sworn,  said  that 
he  resided  in  the  City  of  New  York  ;  that  he  was  the  President 
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of  the  Union  Stock  Yard  and  Market  Company;  that  he 
knew  the  corporate  seal  of  said  company ;  that  the  seal 
affixed  to  the  foregoing  instrument  was  such  corporate  seal ; 
that  it  was  affixed  by  order  of  the  Board  of  Directors  of  said 
company ;  and  that  he  signed  his  name  thereto  by  the  like 
order  as  President  of  said  company. 

(Signed.)  HENRY  C.  ANDREWS, 

Notary  Public,  (80) 
,N.  Y.  Co. 
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Exhibit  No.  2.— August  23,  1879. 

Statement  by  S.   Little,   Auditor    Erie   Bailway,  to  Sir 
Edward  Watkin. 

Convertible  Bonds  Issued  in  1873. 

Amount  issued $8,000,000,  00 

Discount $220,000  00 

Less  differences  in  exchange . .        47,677  58 

172,322  42 

Net  proceeds , $7,827,677  58 

Bemittances $4,249,989  27 

Amounts  charged  to  construction,  &c,  from  January  1st, 
1873,  to  September  30th,  inclusive  : 

Cost  of  road  and  construction $2,416,512  74 

Construction  of  branch  liDes,  Jefferson  Bail- 
road 2,075  95 

Patterson  &  Newark  Bailroad 10,385  30 

Suspension  Bridge  &  Erie  Junction 49,252  01 

Newark  &  Hud.  B.  B . 21,561  92 

Hawley  Branch  B.  B 1,700  05 

Avon.  Gen.  and  Mt.  Morris 13,115  96 

Stocks  purchased : 

Buffalo,  N.  Y.  &  Erie  B.  B 64,483  00 

Southern  Central  E.  E 9,000  00 

Pavonia  H  B.  B 450  00 

Glen-wood  Coal  Co..., 55,00100 

Bonds  purchased : 

Buffalo,  N.  Y.  &  Erie  B.  E  45,594  24 

Towanda  Coal  Co   45,763  10 

Long  Dock  Co 1,000  00 

Pavonia  Horse  E.  E 23,330  00 

Grand  Opera  House  Property 29,822  99 

Penn.  Home  property 26,000  00 

Buffalo  Elevator 11,646  50 

Mortgages  real  estate,  N.  Falls 4,666  66 
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Advances  to  coal  companies  : 

Towanda  Coal  Co $70,138  07 

Glenwood  Coal  Co 110,474  78 

Hillside  Coal  &  Iron  Co 643,099  50 

N.  W.  Mining  &  Exchange  Co 85,000  00 

Reduction  in  bills  audited ....        $835,695  43 
Loans 386,993  8:) 


$1,222,68  i)  28 
Less  increase  in  bills  payable. .  673,322  83 


549,366  45 


$4,289,440  22 

S.  LITTLE, 
Auditor  Erie  Railway  Company. 

New  York,  October  1st,  1875. 

As  to  the  Application  of  Moneys  retained  in  London. 

Out  of  sale  of  $5,000,000  Convertible  Bonds. 

Realizing  in  Sterling £880,179     0  0 

Less  remittances 656,532  18  5 


£223,646  1  7 


Disposition  of  £223,646  1  7  paid  in  London : 

Coupons,     Convertible 

Bonds £84,630.  0.  0  @  $5  per  £  $423,150  00 

Coupons,    Consolidated 

Bonds 86,409.10.10  "  432,047  71 

Coupons,  Sterling  Bonds  27,754.16.  0  "  138,774  00 

Dividends 19,098.18.  3  "  95,494  56 

Balance  due  as  per  their 

account . .  £18,589.10.8 
Less    int. 

credited..  £12,836.14.2     5,752.16.6  28,764  12 


£223,646.1.7  $1,118,230  39 
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Out  of  the  sale  of  $3,000,000. 

Realizing  currency $2,917,500  00 

Less  remittances 555,931  25     $2,361,568  75 


Dispositions  of  $2,361,568.75  paid  in  London : 

Coupon  Sterling  Bonds $154,686  75 

Coupon  Consolidated   Mortgage 

Bond   297,456  75 

Interest  on  $2,917,500 9,725  00 

Commission 156,790  60 

Dividends  337,989  50 

Interest  on  bonds  exchanged ....  1,009  16 

Assessment  receipts 130  91 

Interest  on  $845,000 3,098  33 

Remittance  to  D.,  S.  &  Co.,  to  pay 

dividends 1,400,000  00 

Balance  as  per  their  account ....  681  75 


$2,361,568  75 


Total $3,479,799  14 

Net  proceeds. . . .  $7,827,677  58 
Am't  remittances  4,249,989  27 


$3,577,688  31 
Total  am't  paid  in 

London $3,479,799  14 


Differences  in  Ex- 
change         $97,889  17 

Note.— The  sale  of  the  $2,000,000,  balance  of  the  Convertible 
Gold  Bonds,  making  the  total  issue  of  $10,000,000,  was  in- 
trusted to  Mr.  James  McHenry,  but  as  he  has  not  yet  satis- 
factorily accounted  for  them,  the  result  cannot  be  embodied 
in  this  statement. 

S.  LITTLE, 
Auditor  Erie  Railway  Company. 
New  York,  October  1,  1875. 
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Exhibit  No.  4.— August  23,  1879. 

ERIE  &  NORTH  SHORE  DESPATCH. 

(CONSOLIDATED.) 

Statement  of  East  Bound  Vouchees  for  the  Month  of  December, 
1878,  showing  Total  Amount  paid,  Overcharges,  &c. 


No. 


9638 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
54 
58 
5!l 
BO 
61 
62 
63 
64 
65 
66 
67 
69 
70 
71 
72 
73 
74 
75 


Name. 


Pettit,  R.  A  Co. . . . 

C.  S.  R.  R 

Kibbe,  C.  A  Co. . 

Caruthers. 

C.  R.  R. .  . 


W.  W 
I.  P.  <! 


J.  B.  A.  Kearn.. 
D.  E.  McConkey. 


Bartlett  A  Co 

C.  P.  A  S    W.  R.  R.. 

J.  K.  Cuthill 

Pollard,  P.  A  Co 

E.  S.  Eaaton  A  Co... 

Brookings  A  Co 

L.  M.  Palmer 

C.  S.  R.   R 

M.  A  J.  H.  Maury 

M.  L.  Field  A  Co. .  .  . 

J.  Webster 

Collier,  W.  L.  A  O.  Co 

Cole  Bros 

Insleo  A  R 

C.  A.  Ward  &  Co.    .  . 
Ruffg  A   B 

F.  C  Mercereau 

C.  A.  King  &  Co 

Morning  Bros 

Johnson  A  Son 

W.  Parker  A  Co 

76|  Walker,  S.  A  Co 

771  

78 
79 
80 
82 
83 
84 


Amount. 


W.  Parker -A  Co 

J.  Beeson  A  Co 

Henkle  &  V 

Champion  Mills 

W.  Parker  &  Co 

Balch  AN 

Hammond)  S.  A  Co. . . 
J.  Beeson  A  Co 


87 


90 


Archibald  A  S 

M.  Johnson  A  Son. . . 


$1  00 
28  20 

3  18 
2- 41 

21  00 
17   15 

4  20 
14  58 

5  39 
28  63 
24  00 

1   20 

304  00 

1   70 

36  25 

248   19 

68  70 

■54  95 

96 

8  05 

5  52 
133  05 

60  00 

58  98 

252  45 

6  20 

3  25 

9  63 
8  00 

30  66 
40  00 

7  35 
16  45 
85  00 
14  42 
16  00 

8  00 
62  66 

7  75 

4  56 
12  00 
12  89 
30  00 

2,444  00 


No. 


9691 
92 
93 
94 
95 
97 
99 

9700 
] 
2 


Name. 


Farrand,  W.  A  Co. . . 

Phillips  &  Co 

H  F.  Dimmoek. . .  . 
Hughes,  H.  A  Co. . . . 
Schoellkopf  A  Co.. . . 
E.  S.  Easton  A  Co. . . 
P.  A.  Ruess  A  Co. . . . 


Amount. 


$1  80 


15 

16 

17 

18 

1 

20 

21 

22 

23 

24 

25 

27 

28 

29 

30 


9725 
27 
28 
29 
30 


Collier,  W.  L.  A  O.  Co. 

E.  T.  Hopkins 

Shaw  A    E 

H.  Russell 

J.  P.  Thompson 

Brooklings  A  Co 


M.  Semple  A  Co. 
P.  AR.  R.  R... 


Credits. 
E.  A  N.  S.  Desp. 


Total. 


T.  Allen  A  Co 

Highland  M.  Co 

C.  H.  Prescott 

J.  M.  Smith 

E.A  N.  S.  Desp 


1 

8 

42 
00 

171 

84 

5 

79 

47 

57 

10 

00 

100 

00 

60 

28 

27  50 

2 

00 

4 

44 

11 

09 

91 

20 

25 

61 

152 

00 

54 

00 

50 

46 

136 

00 

689 

00 

1,092 

00 

5,538 

74 

3,577 

27 

10 

00 

41 

44 

6 

93 

19 

79 

99 

91 

816,183 

54 

$10  00 

41   -14 

6  93 

19  79 

99  91 


$178  07 


$16,005  47 
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Exhibit  No.  5.— August  23,  1879. 

EEIE    &    NOETH     SHOEE    DESPATCH. 

(consolidated.) 

Statement  op  Vouchees  for  the  Month  of  July,  1878,  showing 
Total  Amount  "paid  on  East  Bound  Overcharges,  &c. 


No. 


8005 
6 
7 


10 
11 
12 
IS 
14 
16 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 


Name. 


E.  T.  Hopkins 

Pringle  &,  B 

Duscnbury  Bro 

F.  W.  Jenkins  <fcBro.. 

Rugg  &  B 

A.  W.   Reed 

S.  S.  McCrae 

H.  F.  Colby 

R.  R.  Cordua 

Asa  Dow 

People's  Ice  Co 

Mazeppa  Mills 


Amount.        No. 


E.  S.  White  &  Co 

Lyman  Tondro 

Hobart,  S.  &  Co 

M.  C.  R.  R 

G.  W.  Hughes 

McGregor  &  H 

A.  J.  Stratton 

R.  Mathews 

Gooch  &  B 

W.  B.  &  N.  Y.  S.S.  Co. 
J.  "Williams  <fc  Son. .  .  . 

Sharplees  &  Son 

W.  W.  Hunter 

C.  H.  &D.  R.  R 

Wabash  R.  R 

M".  W.  Barrett 

C.  McElroy 

S.  C.  Bartlett  &  Co.  .. 
Hancock,  G.  &  Co. . .   I 


E.  S.  Easton  &  Co. . 
Phcenix  Etc 

F.  A.  Reuse  &  Co.... 

L.  E.  Morris 

Edicks  &  H ■ 

Inslee  &  R 


I 


E.  &  W.  H.  Clark. . .  . 
D.  Edwards 


$9  00 
2  98 
2  12 

12  96 

2  04 
10  55 

7   83] 

io  so; 

9  78 

3  95 
10  00 
65  00 

227  00' 

10  00 ' 
20  00 ! 

4  001 
44  00  J 

627  20 

2  04 
9  24 

113  86 

6  10 

48  75 

12  00 

3  15 
69 
61 

1  41 

6  72 
75 

18  84 
18  12 

7  13 
70  50 
88  00 

1  05 
31  20 

11  50 
15  78 

916  59 
20  58 
10  00 

4  44 


8077 

78 

79 

80 

81 

82 

83 

84 

85 

86 

87 

88 

89 

90 

91 

92 

93 

94 

95 

96 

97 

98 

99 

8100 

1 

2 

3 

4 

5 


9 
10 
11 
8142 
43 
44 
45 
46 
47 
48 
49 


Name. 


P.  H.  Coffin 

Low  <fc  Foster 

Smyth.  H.  &  Co 

A.  F.  Gibbs  <fc  Son . . . 

P.P.  &  J.  R.  R 

a        it 

W.  H.  Lacey 

Piatt  &  Thorne 

C.  M.  Taylor  &  Son. . 
Hancock,  G.  &  Co. . .  . 

T.  J.  Phillips .... 

C.  H.  Keeler! '.'.'.'.'.'.'.' 

Future  City  O.  Works 

Union  Ex.  Co 

Roylan  ife  Co 

E.  S.  Easton  &  Co.... 

S.  Bush  &  Co 

Minor,  G  &  Co 

Inslee  &  R 

Bagby  <fe  G 

R.  S.  Foster  &  Co 

I.  P.  AC.  R.  R 

M.  Metz  &  Bro 

T.  P.  &  W.  R.  R 

S.  S.  McCrae 

J.  B.  Weed  &  Co 

J.  R.   Pentecost  

Erie  R.  R 

Thos.  Shea 

Gillett  <SsH 

A.  Backus  &   Son 

J.  M.  Quinn  &  Co 

Barber  B.  &  Co ..'.'.'. '. 

C.  A.  Ward  &  Co 


Amount. 


U   84 

283  20 

7  00 

3  00 

1  57 

4  72 

5  00 

10  00 
7  27 

341  30 

17  61 
7  23 

27  68 

103  20 

24  00 

15  00 
56  52 

4  90 
13  65 
12  69 

5  78 

16  29 
35  31 

11  86 
31  35 

18  00 
18  67 
38  00 

2  10 
35 

2  18 

21  11 
5  12 

12  30 
1  58 

101  01 
7  79 
1  09 
10  40 
12  47 
44  88 
48  00 

22  45 
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Exhibit  No.  5. — (Continued.) 


8150 
61 
52 
53 
54 
55 
57 
60 
62 
67 


R.  C.  Nosier 

J.  L.  Quimby. . . 
Brady  <k  Co. . . . 
E.  cfe  K".  S.  Desp. 


*74  13 
77  62 
7 

40  00 
6  72 
1   73 

12  35 

19  75 

143  37 

41  5Q 

$4,342  46 


8023 
8047 
8108 
8155 
8157 
8160 
8162 
8167 


G.  W.  Hughes 

D.  Edwards. . . 
T.  P.  &  W 

E.  &  N.  S 


Desp. 


Total. 


$0  06 

2  60 

57 

1   73 

12  35 

19  75 

143  37 

41  50 

$221  93 

$4,120  53 
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Exhibit  ]Vo.  6.— August  23,  1879. 
Statement  of  amount  of  overcharges  paid  to  the  Erie  &  North 
Shore  Despatch  from   June   1st,  1877,    to   June  1st,  1879, 
Erie  Co.'s  proportion. 


Index. 

10—160 
211- 
295 
416 
506 
604 
688 

11—  11 
123 
218 
316 
420 
542 
543 
641 
642 
729 
730 

12—  93 
94 

210 
220 
346 
434 
435 

531 
532 
621 
622 
750 
751 


Date. 


1877. 


13— 


93 
179 
180 


June, 
July,  "     . 

August,  1877. 
September,  "  . 
October,  "  . . 
November,  "  . 
December,  "  . 
January,  1878. 
February,  "  . 
March,  "  . 
April,  "   . 

May,  "   . 

June,  "   . 

May,  "  . 

July,  '•   . 

August,  "   . 

May,  "   . 

September,  "  . 

May,  "  . 

October,       "  . 

November,  "  . 

May,  "  . 

December,   "  . 
May,  "   . 

January,  1879. 
May,  1878. 
February,1879. 
May,  1878. 
March,  1879. 
April,  1879 
May,         1878. 


1879 


Total. 


Amount. 


5 


17 


043  89 
,043  78 
,901  23 
,203  10 
.158  41 

246  38 
,620  10 
,973  65 
,862  53 
.490  53 
,457  39 
,799  06 
,307  19 

561  75 

938  56 

720  62 
,919  32 

784  72 
,542  48 
,337  24 

677  14 
,384  53 
,988  29 

582  80 

106  77 
,517  42 

929  34 
,338  44 

163  08 
,147  58 

162  42 
,996  50 
,044  82 

250  90 

909  07 
,586  20 


$238,697  23 


Exhibit  ]\io.  7.— August  23, 187t>. 
Statement  op  Amount  of  Overcharges  Paid  to  Wabash  ti$ 
Erie  Line  from  June  1st,   1877,   to  June  1st,  1879, 
Brie  Company's  Proportion. 


Index.                                              Date.  Amount. 

12-752   Jan.  and  Feb.,  1879.  $211  84 

753 ,  March,                  "  383  70 

13-88 April,                   "  1,284  28 

190 j  May,                    "  3,636  38 


Tof  a.l 


$5,516  20 
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Exhibit  No.  9.— August  23, 1879. 

Minutes  op  Pkoceedings  at  a  Meeting  of  the  Board  of  Stock- 
holders of  the  New  York,  Lake  Erie  &   Western  Railway, 
at  Cannon  Street  Hotel,  London,  Eng.,  on  Tuesday,  May  20th, 
1879,  Sir  Edward  Watkins,  M.  P.,  in  the  chair. 
******* 

People  who  had  sinister  objects  in  view,  went  to  Glasgow, 
Manchester  and  Liverpool,  and  they  bought  not  the  shares, 
but  the  proxies  of  the  shares.  They  gave  one  shilling,  or 
Is.  8d.,  or  9d.  a  share,  as  it  might  be,  to  a  man  who  had  say 
1,000  shares,  to  lend  his  proxies.  They  took  these  proxies  to 
New  York,  and  once  or  twice  they  elected  a  Board  of  about  as 
odd  a  character  as  ever  was  elected  to  control  a  large  and  im- 
portant corporation.  That  cannot  occur  again,  because  not 
only  have  the  bondholder's  votes,  and  they  are  not  likely  to  be. 
guilty  of  any  very  mad  or  wild  schemes,  but  the  voting 
Trustees  having  half  the  shares  in  their  names,  will,  of  course, 
be  able  to  control  matters,  and  their  power  continues  until  for 
three  consecutive  years  a  dividend  has  been  paid  not  only  on 
the  bonds  but  on  the  preferred  stock  of  the  Erie  Company. 
Mr.  Morris  reminds  me  that  their  powers  continue  until  for 
three  consecutive  years  not  only  a  dividend,  but  the  full  divi- 
dend has  been  paid  on  the  preference  shares  of  the  company. 
Then  the  present  Erie  Company — you  know,  of  course,  its  name 
is  now  the  New  York,  Lake  Erie  &  Western  Railroad  Company — 
is  the  owner  of  the  unexpended  portion  of  the  assessment 
money.  They  are  also  claimants  upon  any  surplus  property 
or  moneys  left  in  the  final  settlement  under  the  People's  suit. 
Now,  I  must  just  say  a  word  about  that  People's  suit.  What 
the  foreclosure,  sale  and  reconstruction  did  for  the  Erie  was 
this  :  it  stripped  it  absolutely  of  debt ;  it  relieved  it  from  per- 
tain onerous  engagements  under  half -performed  contracts 
which  previously  it  had  been  held  to  be  more  or  less  liable  to ; 
but  it  left,  of  course,  to  be  provided  for,  the  indebtedness  of 
the  Receiver,  which  was  not  a  very  large  amount.  On  the 
other  side,  it  gave  to  the  present  reconstructed  Erie  Company 
its  full  claim  upon  all  the  surplus  assets.  Now,  surplus  assets 
consist  of  the  coal  lands,  of  any  money  that  may  be  recovered 
in  the  legal  suits  which  are  pending,  and  matters  of  that  kind. 
******* 


384 

In  the  United  States  cheap  money  has  followed  cheap  corn, 
and  a  new  spirit  of  speculative  investment  has  arisen.  I  hope 
my  countrymen  will  not  forget  all  that,  and  will  not  begin  to 
invest  at  high  prices  in  a  speculative  market  alter  refusing  to 
invest  at  low  prices  in  a  time  of  depression. 

***** 

Now  comes  an  item  that  I  want  to  call  attention  to  :  "  De- 
posited with  Farmers'  Loan  and  Trust  Company,  Trustees,  by 
order  of  the  court,  and  to  be  accounted  for,''  $200,000.  That 
is  a  large  sum,  and,  of  course,  we  cannot  tell  what  particular 
reason  the  court  had  for  desiring  so  large  a  deposit ;  but  you 
will  remember  it  was  an  enormous  transaction ;  it  was  the  sale 
and  purpose  of  an  undertaking  representing  something  like 
£27,000,000  sterling  of  nominal  capital,  and  it  was  a  sale  con- 
summated under  the  most  violent  and  unscrupulous  resistance ; 
.by  demands  of  every  kind  made  for  precaution  which  were  not 
necessary,  and  therefore,  very  likely  the  court  thought  it  was 
proper  to  have  the  sum  of  $200,000  deposited.  Now,  under 
those  circumstances,  I  have  merely  to  say  that  Mr.  Jewett  has 
made  claim  lor  an  account  and  the  return  of  that  money,  if 
unexpended,  and  no  doubt  when  we  meet  you  again  we  shall 
be  able  to  give  you  reason. 

Mr.  Powell  tells  me  that  that  $200,000  is  estimated  to  cover 
all  the  costs  on  the  other  side — counsel's  fees  and  the  tre- 
mendous number  of  charges  which  would  have  to  be  met. 
At  all  events,  Mr.  Jewett  has  applied  for  an  account  and  the 
usual  vouchers,  in  order  to  be  able  to  tell  you  exactly  what 
that  $200,000  was  asked  for,  and  what  it  has  been  expended 
in,  if  it  has  been  expended,  in  fact.  It  is  sad,  gentlemen,  to 
know  that  the  vile  resistance  jou  met  has  thrown  away,  prob- 
ably, £100,000. 

***** 

I  will  only  say,  now,  two  or  three  words  on  the  position  of 
the  various  law  suits  (hear,  hear).  I  will  ask  Mr.  Morris  to 
call  me  to  order  if  I  say  anything  which  is  dangerous,  and  I 
will  ask  the  gentlemen  of  the  Press,  in  my  own  defense,  not  to 
report  anything  that  I  may  say.  First  of  all,  there  is  the  ques- 
tion of  the  Vauderbilt  suit,  which  I  do  not  know  that  I  ought 
to  say  finally,  but  in  a  preliminary  way,  was  compromised  at 
the  time  that  the  foreclosure  proceedings  were  going  on.     "We. 
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have  still  to  ascertain  all  the  reasons  that  led  to  that  compro- 
mise. If  I  may  say  what  my  own  view  is  in  general,  it  would 
be  this — that  it  was  thought  better  not  to  have  Mr.  Vanderbilt 
as  an  opponent  to  the  reorganization  at  the  back  of  the  very 
unscrupulous  opponents  we  had  to  fight — and  that  was  another 
infliction  which  the  vile  opposition  we  met  with  brought  upon 

you. 

***** 

It  was  a  nice  thing  on  the  part  of  Mr.  Jewett  and  Mr.  Wells 
to  recommend  that  Mr.  Keene  should  be  elected  a  Director. 
I  believe  Mr.  Keene  is  to  be  added  to  the  Executive 
Committee  ;  and  then  we  shall  have  an  Executive  Committee, 
consisting,  amongst  others,  of  Mr.  Jewett,  a  high  author- 
ity ;  the  Hon.  David  A.  Wells,  known  everywhere ;  Mr.  Welsh, 
a  son  of  the  American  Ambassador,  who  is  a  young  man  of 
very  considerable  business  experience  and  very  great  energy ; 
also  of  Governor  Morgan  aud  Mr.  Keene  ;  and  I  think  if  those 
five  gentlemen  cannot  make  you  a  dividend  out  of  the  Erie,  we 
shall  have  to  try  somebody  else. 
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A. 


Statement,  showing  disposition  of  £151,000,  remitted  by  the 
Trustees  to  the  Purchasing  Committee. 

£151,000  remitted  by  Trustees  realized $740,139.03 

Paid  Sale  Keferee's  Fees,  by  order  of  the  Court . . .    $13,500.00 
"       "  "    Expenses     "  "  "     ....       3,500.00 

"     State  Treasurer  of  Pennsylvania,  Annuity  for 

right  of  way 10,000.00 

"     Taxes  and  Interest 36,075.59 

"     Master  of  Chancery  of  New  Jersey,  expenses 

of  sale  of  Brie  property  in  New  Jersey    ....      16,065.68 
"     Judge  Comstock,  by  special  order  of  the  Court      5,000.00 

"    Auctioneer's  Fees   2,075.00 

t:     Sundry  expenses  in  connection  with  the  sale, 

principally  Land  Commissioner'&  Fees *    7,404.06 

"  Deposited  with  Farmers'  Loan  &  Trust  Co., 
Trustees,  to  provide  for  claims  of  non-assent- 
ing Bonds,  by  order  of  the  Court  115,141.38 

"     To   the   Treasurer  of    the   new   company,  by 
order   of    the   Court   and   accounted  for  in 
"Special  Fund  Account,"  herewith  (C).    .     .  328.008.96 
Balance  in  hands  of  Purchasing  Committee 3,068.36 

$740,139:03 
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Exhibit  No.  15.— August  23,  1879. 

Kepoet  of  the  meeting  of  Bondholders  and  Shareholders  of 
the  Brie  Railway  Company,  held  at  the  City  Terminus 
Hotel,  Cannon  street,  October  20th,  1875. 

Extract  feom  Speech  op  Sir  E.  Watkin,  M.  P. 
****** 

But  the  Committee,  Mr.  Smith,  Mr.  C.  Morrison  and  others, 
who  waited  upon  me  in  July,  convinced  me  that  it  was  my  duty 
— engaged  as  I  am,  getting  older  as  I  am,  anxious  to  avoid 
anxiety  and  trouble  as  undoubtedly  I  am — to  go  out  of  my 
way  in  order,  if  possible,  to  assist  in  redeeming,  at  all  events 
a  portion  of  that  hard  earned  money  which  the  people  of  Eng- 
land and  Scotland  have  put  into  the  Erie  Railway. 

****** 

I  have'  obtained — what  has  never  been  obtained  before — 
the  approval  of  the  Judge  of  the  Supreme  Court  in  the  State 
of  New  York,  to  your  controlling  your  own  affairs,  and  we 
have  narrowed  it  dowu  to  this,  we  have  secured  the  means  of 
honest  and  capable  management,  and  we  have  secured  the  co- 
operation of  the  court. 

****** 

I  have  shown  you,  in  my  report,  that  if  this  line  could  be 
worked  at  sixty-five  per  cent,  tvery  bondholder  would  be  paid. 
It  is  a  question  which  only  experience  can  solve,  whether  Mr. 
Jewett  can  work  it  at  that  rate.  I  may  say  here,  that, 
although  I  believe  we  have  in  Mr.  Jewett  a  capable  and  hon- 
est manager,  I,  for  one — if  I  should  find  that  these  results, 
which  I  think,  for  instance,  I  could  achieve  myself  by  the 
working  of  the  line,  are  not  achieved — 

I  should  be    about  the    first  man  to  say  we  should    have  a 

change. 

******** 

So  far  as  I  am  concern,  I  will  not  at  the  present  moment, 
recommend  you,  either  by  assessing,  stockholders  or  appeal- 
ing to  the  bondholders,  or  borrowing  money  in  the  market,  to 
send  out  to  America  another  shilling — (Hear,  hear) — until  I 
see  that  those  dawnings  of  hope  with  regard  to  better  law, 
better  administration,  and  a  larger  diffusion  of  common 
honesty,  which  I  think  I  can  show  you  are  beginning  to  peep 
upon  the  horizon,  become  more   perfect, — until  then  I  will  be 
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no  party  to  sending  out  any  more  English  money  to  tinker  up 

American  Eailroads  (Hear,  hear). 

*  *  *  *  *  *  *  * 

You  have  many  millions  of  dollars  of  bonds  and  stool? s  in 
other  companies  of  every  description  some  of  which  are  not 
worth  the  paper  on  which  they  are  written,  and  others  may  be 
raised  into  considerable  value  hereafter.  Before  I  commit  my- 
self to  laying  before  you  a  final  scheme  of  financial  organiza- 
tion, I  want  to  have  every  one  of  those  things  valued — I  want 
to  have  everything  brought  into  the  account,  and  to  see  what 
the  balance  of  available  property  is  upon  which  we  have  to 
rely  in  paying  liabilities,  and  in  dealing   with  our  increase  of 

traffic  in  the  future.  . 

******** 

Mr.  Vanderbilt  has  been  on  what  is  called  the  stand,  or  as 
we  should  say,  in  the  witness  box,  for  two  or  three  days,  and 
I  am  happy  to  say,  the  decision  has  been  given  in  your  favor 
by  two  to  one  in  the  Supreme  Court  of  the  City  of  New  York. 
Mr.  Vanderbilt  has  appealed ;  but  as  I  am  advised  (Mr.  Morris 
will  correct  me),  the  appeal  can  only  be  upon  the  question  of 
law,  and  if  the  fact  was  as  Judge  Donohue  has  laid  it  down — 
that  those  were  your  funds  ;  that  Mr.  Jay  Gould  knew  they 
were  your  funds ;  that  he  was  your  Trustee,  and  that  he  had 
no  right  to  devote  those  funds  to  any  such  purpose ;  that  by 
doing  it  he  committed  a  breach  of  trust  for  which  he  is  liable  ; 
that  Mr.  Vanderbilt  also  knew  these  were  your  funds,  and  that 
to  pay  him  for  those  shares  was  an  illegal  transaction  outside 
the  scope  of  your  charter,  and  therefore,  knowingly  receiving 
the  money,  he' is  liable  to  refund  it — if  that  is  the  state  of  the 
law,  and  on  the  final  appeal  that  state  of  the  law  should  stand, 
as  I  am  advised,  Mr,  Vanderbilt,  cannot  go  back  upon  the 
question  of  quantum,  he  cannot  go  and  plead  again  in  miti- 
gation of  damages,  but  will  have  to  hand  over  three  and  a 
half  millions   of  dollars,   and  receive  back,  I  suppose,   if  he 

wishes  it,  an  equivalent  quantity  of  stock  at  to-day's  prices. 
******** 

Therefore,  to  make  them  really  valuable;  it  will  be  necessary 
to  construct  certain  branches  and  extensions,  in  order  to  bring 
the  coal  to  the  main  line  of  the  Erie  Company.  What  has 
been  suggested  is  this,  that  there  shall  be,  both  as  regards  the 
bituminous  field   and  the   anthracite,    field,   an   arrangement 
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made  with  the  nearest  owners  of  coal  property  in  those  dis- 
tricts, and  they  shall  be  made  separate  undertakings  ;  that  you 
shall  receive  back,  in  the  form  of  an  issue  of  bonds,  the  amount 
of  money  you  have  already  advanced  in  the  transaction. 

*  *  *  *  *  #  * 

It  is  for  these  reasons,  gentlemen,  that  I  sum  up  my  advice 
to  the  Bondholders  and  Stockholders  alike,  which  is,  that  we 
shall  be  allowed  time  to  make  a  complete  job  of  this  work  of 
reform ;  that  we  shall  not  be  hurried  into  any  arrangement 
which  will  only,  in  the  course  of  a  few  years,  lead  to  further 
misfortunes,  further  delusions,  and  further  reproaches. 
******* 

But  one  thing  I  have  advised  the  Committee,  and  advise 
you,  and  that  is  to  support  me  in  assisting,  whatever  it  costs, 
however  long  it  takes,  that  the  capital  account  of  the  company, 
from  the  year  1867  to  now,  shall  be  submitted  to  audit,  and 
everybody  shall  be  held  responsible  for  his  malfeasance,  if  mal- 
feasance can  be  traced. 

*  ****** 

I  must  expect  hostile  criticism  (the  Press,  the  Erie  Rail- 
way, and  the  Atlantic  &  Great  Western  Railway),  perhaps 
from  all  those  three,  but  upon  the  sole  condition  of  your  con- 
fidence and  union,  I  am  ready  to  devote  some  further  time, 
with  no  small  hope  of  success,  to  the  reformation  and  improve- 
ment of  the  condition  of  the  Erie  Railroad. 

*  *  *  *  *  *  * 

Then  I  have  been  nsked  how  it  is  that  Mr.  Jewett  reported, 
a  year  or  18  mouths  ago,  (o  the  effect  tha  the  concern  was  out 
of  debt  in  England,  and  in  a  great  measure  out  of  dobt  in 
America,  when  all  at  once  we  wake  up  to  find  =£800,000  of  debt. 
I  must  explain  that.  In  that  £800,000  of  debt  I  insisted  that 
everything  which  we  should  call  in  England  a  -debt  should  be 
inserted  in  the  account.  For  example,  they  say  if  you  owe 
your  servants,  all  over  your  line,  a  month's  wages,  that  is  not 
a  debt,  because  you  will  pay  it  in  another  month.  I  say  it  is 
undoubtedly  a.  debt,  because  you  ought  never  to  owe  wages 
beyond  the  day  that  they  are  due.  Therefore  I  have  had  that 
included,  and  many  of  these  items  in  the  same  way. 

But  the  main  reason  of  the  thing  being  in  this  condition  is 
that  Mr.  Watson  in  his  time  declared  what  I  do  not  hesitate 
to  say  was  a  fraudulent  dividend. 

Mr-  Watson  paid  dividends  that  never  ought  to  have  been 
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paid,  and  that  left  a  legacy  of  debt  to  that  amount.     If,  as  I 

have  shown  you,  the  net  revenue  is  some  £250,000  short  of 

paying  engagements,  and  if  the  amount  of  these  engagements 

was  paid  up  to  a  recent  date,  that  will,  of  coarse,  account  for 

the  increase  of  debt,  which,  of  course,  you  would  hardly  trace 

on  the  surface  of  the  accounts,  but  which,  when  explained, 

must  be  obvious  to  every  one  of  you. 

#  *****  * 

One,  that  to  my  own  mind,  the  Atlantic  &  Great  Western 
and  the  Erie  are,  for  all  traffic  purposes,  one  line,  and  ought 

to  remain  so,  and  so  far  as  I  control  it,  will  remain  so. 

********* 

I  have  had  a  cable  message  from  him  (Jewett)  in  which  he 
says  that  he  knew  no  more  of  the  allegation  in  the  Attorney- 
General's  Receivership  suit,  about  the  2nd  Mortgage  Bonds 
that  Mr.  McHenry  did  ;  that  he  was  no  party  to 'it;  that  he 
never  has,  in  any  way,  impugned  the  legality  of  these  bonds  ; 
and  all  he  has  said  is  this,  that  he  requires  a  strict  account  of 
how  those  bonds  were  issued  by  the  parties  in  London,  and 
a  strict  account  showing  in  what  way  the  proceeds  were  ap- 
plied. 
********* 

Now  I  think  it  is  rather  for  you  to  ask  that  committee  (the 
London  Committee  during  Watson's  administration)  what  they 
have  done  with  that  3,577,000  dollars.  (Hear,  hear.)  That 
accounts  for  eight  millions.  Mr.  McHenry  does  not  ask  me  a 
question  about  the  other  two  millions.  What  I  am  going  to 
read  may  be  very  unjust  to  Mr.  McHenry,  I  do  not  know,  I 
only  give  it  as  I  have  got  it.     There  is  this  note  to  this  paper  : 

"  Note. — The  sale  of  the  two  millions  balance  of  the  Convert- 
ible Gold  Bonds,  making  a  total  issue  of  ten  millions  was  in- 
trusted to  Mr.  James  McHenry  ;  but  as  he  has  not  yet  satis- 
factorily accounted  for  them,  the  result  cannot  be  embodied 
in  this  statement." 

Now,  then,  I  have  told  you  in  what  way  the  4,298,000  dol- 
lars were  disposed  of.  I  have  it  here ;  any  gentleman  can  see 
it,  there  is  the  charge  for  certain  works  on  the  main  line  and 
branches,  certain  stocks  purchased,  certain  bonds  purchased, 
payment  on  account  of  the  Grand  Opera  House  property,  and 
643,000  dollars  in  the  Hillside  Iron  and  Coal  Company. 
Whether  right  or  wrong,  there  they  are.  That  is  the  state- 
ment given  tojne,  and  I  will  take  p.h.™  thai,  in  the  report  of  this 
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meeting,  which  will  be  printed  and  circulated,  all  the  details, 
which  it  is  unnecessary  to  weary  you  with,  shall  be  given  with 
regard  to  these  statements.* 
********* 

Whatever  Mr.  Jewett  may  be,  he  is — like  Mr.  Watson — of 

McHenry's  creation. 

********* 

And  he  (Mr.  Jewett)  stated  that  he  had  no  reason  to  sup- 
pose his  explanation  had  not  been  published  until  he  received 
a  telegram  from  Mr.  Butler  Duncan,  dated  June  24th  (or 
twenty-eight  days  after  the  sending  of  Mr.  Jewett's  message  of 

the  27th  of  May),  urging  the  publication  of  that  message. 
********* 

Instead  of  receiving  the  interest  on  the  Second  Mortgage 
bonds,  a  Receiver  has  been  appointed  through  the  interven- 
tion of  the  Attorney-General  of  New  York. 
********* 

And  it  is  a  fact,  and  that  again  must  be  explained,  that,  on 
the  22d  of  November,  1872,  a  restitution  action,  as  it  was 
called,  was  commenced,  under  President  Watson,  against  Mr. 
Jay  Gould,  and  he  was  held  to  bail  in  the  sum  of  one  million 
dollars.  My  opinion  is,  that  Mr.  Jay  Gonld  would  have  been, 
if  that  had  been  gone  on  with,  where  Mr.  Tweed  is — in  prison. 
Mr.  Tweed,  you  remember,  is  an  ex-director  of  the  Erie  Rail- 
way, and  Gould  would  have  been  expiating  in  prison,  where  he 
ought  to  be,  for  the  robberies  and  rascalities  he  perpetrated 
against  you  (hear,  hear).  In  this  restitution  action  in  which 
he  was  held  to  bail  for  one  million  dollars,  the  affidavit  of  Mr. 
Watson,  who  swears  that  the  thing  is  true  "  to  the  best  of  his 
knowledge  and  belief,"  and  that  much  of  it  is  true  to  his  "own 
knowledge,"  charges  Mr.  Jay  Gould  with  fraudulent  detention, 
embezzlement,  and  misappropriation  of  moneys  and  property  of 
the  Erie  Railway  Company,  in  the  course  of  his  management 
as  President  and  Treasurer  of  the  said  Corporation  ;  and  he 
charges  him  with  embezzlement  to  the  extent  of  nine  million 
dollars.  It  appears  that  General  Sickles — who  gave  him  the 
inspiration  I  do  not  know,  and  that  again  must  be  explained — 
wrote  a  letter,  a  copy  ot  which  I  have  here,  to  Mr.  Gould,  in 
which  he  undertook,  that— as  one  of  the  considerations  for  Mr. 

*  See  appendix,  which  also  includes  for  easy  reference  accounts,  as  to  the  three 
millions  sterling  Second  Consolidated  Bonds,  which  were  annexed  to  Mr.  Jewett's 
Report  of  the  13th  of  May,  1875. 
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Gould  quietly  giving  us  his  seat,  which,  by-the-by, '  has  been 
given  up  already,  because  other  people  had  then  been  put  in 
office — that,  practically,  "  bygones  should  be  bygones."  I  am 
told  (and  again  Mr.  Morris  will  correct  me  if  I  am  wrong)  that, 
according  to  American  law,  a  criminal  charge  cannot  be 
brought  of  this  nature  after  three  years  from  the  time  of  its 
committal,  and  therefore  one  effect — whether  intentional  or 
unintentional — of  this  "  Kescue  "  matter  has  been,  that  the 
three  years  have  passed,  and  it  becomes  a  question,  although  it 
is  not  yet  settled — and  that  again  >must  be  inquired  into — 
whether  you  can  indict  Mr.  Gould  criminally,  although  you 
know  he  robbed  you,  and  although  President  Watson  swore 
he  had  been  guilty  of  embezzlement  in  his  office  of  President, 
and  Treasurer  of  the  Company. 
******** 

"The  Bescue"  released   one  of  the  greatest   malefactors 

from  falling  into  prison,  Mr.  Jay  Gould,  from  that  punishment 

which  his  breach  of  trust  eminently  deserved. 
******** 

Now,  gentlemen,  I  may  add— and  I  hope  I  commit  no  breach 
of  etiquette  by  adding— that  my  friend  Mr.  Morris  and  my- 
self and  Mr.  McFarland  had  an  interview  with  Judge  Donohue, 
and  he  authorized  me  to  say — I  do  not  know  he  would  wish 
me  to  say  it  publicly,  but  he  certainly  authorized  me  to  say  it 
to  those  I  represented,  the  Committee — that  so  long  as  the 
bondholders  and  stockholders  would  honestly  look  after  their 
own  interests,  the  Courts  of  the  United  States  would  thorough- 
ly protect  them,  and  he  added  words  that  made  me  come  to  the 
conclusion  that  the  wrongful  doings  of  those  base  Judges,  Car- 
dozo,  McCunn,  and  Barnard  have  sunk  deep,  with  such  a  burn- 
ing shame  into  the  minds  of  the  Judicial  body  in  America,  that, 
when  in  future,  the  interests  of  foreign  stock  and  bond  holders, 
complaining  of  breach  of  trust,  come  before  the  Courts  of  the 
United  States,  especially  the  Supreme  Court,  so  far  from  the, 
law  being  strained  to  protect  the  wrong  doer,  the  law,  if  possi- 
ble, will  be  strained  to  protect  the  right,  and,  for  the  first  time 
we  may  look  for  encouragement  in  obtaining  cheap,  speedy, 
and  thorough  justice  in  America.  (Hear,' hear.)  Now,  gen- 
tlemen, I  have  urged  you  to  give  us  time  to  put  this  concern 
into  a  sound  state.  I  have  urged  you  not  to  send,  for  the  pre- 
sent at  all  events,  any  more  money  to  America.   I  have  urged 
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you  to  have  a  thorough  and  immediate  audit  of  the   accounts, 

and  I  do  urge  you,  as  an  essential  condition,  to  be  united. 

*  *  *  *  *  *  * 

But  the  gentlemen  of  Dundee  have  begun,  to  some  extent, 
separate  action  ;  and  it  is  my  duty  respectfully  to  pray  and  im- 
plore them  not  to  precipitate,  as  one  or  two  of  them  have 
threatened,  a  hostile  foreclosure,  because  if  they  do,  depend 
upon  it,  they  will  suffer  as  much  as  anybody  else.  Mr.  Morris, 
in  the  Report,  which,  in  a  minute  or  two  he  will  explain  more 
fully — and  I  am  sure  you  will  be  most  happy  to  hear  him — 
tells  you  that  certain  things,  including  voting  to  the  bond- 
holders— which  I  look  upon  as  an  essential  condition,  and  a 
concession  which  ought  to  be  made  by  the  stockholders,  and 
which  ought  to  be  given  to  the  bondholders — cannot  be  done 
without  a  formal  foreclosure.  But,  gentlemen,  a  foreclosure 
which  is  simply  a  form  is  one  thing,  and  a  foreclosure  which  is 
fought  hostilely  is  another  thing.  Do  not  you  believe  that 
there  are  hungry  lawyers  enough  in  New  York  to  tear  and 
wring  the  carcase  of  this*  thing  to  pieces  to  all  eternity  if  you 
give  them  the  opportunity  ?  And  this  service  which  Mr. 
Morris  and  myself  have  rendered  to  you,  in  addition  to  obtain- 
ing for  you  the  control  of  your  own  property,  is  that  we  have 
kept  everything  quiet,  that  there  has  not  been  a  hostile  finger 
raised  up  to  this  moment,  and  I  do  not  believe  there  will   be, 

unless  the  cause  for  it  comes  from  this  side  of  the  water. 

******  * 

I  do  not  hesitate  to  express  the  opinion, -and  take  the  risk 
of  such  an  opinion,  that  if  these  gentlemen  will  allow  us  to 
take  our  own  way  to  carry  out  these  measures,  which  full  in- 
quiry on  the  spot  has  convinced  us  will  be  best,  that  in  a 
couple  of  years  those  first  bonds  will  be  worth  par  instead  of 
being  about  70,  and  I  do  not  express  a  less  confident  opinion, 
much  as  I  regret  to  believe  it  to  be  true,  that  if  they  pursue  the 
course  they  have  threatened,  their  stock  in  two  years  will  not 
be  worth  50. 

*****  *  * 

I  have  quoted  nothing  which  is  not  in  print,  or  which  has 

not  some  man's  signature  to  it. 

*  *  *  *  *  #  * 

I  believe  Mr.  Morris  has  established  for  himself,  and  in  your 
interest,  an  influence  in  legal  circles  in  America,  which  will 
not  soon  be  lost,  and  if  it  should  be  found  that  legal  altera- 
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tions  in  America  should  be  desirable,  that  any  suggestions 
coming  from  him  will  be  listened  to  with  respect  by  more 
thau  one  potential  judge  connected  with  the  judicial  bench  in 
America. 

*  *  *  *  *  *  * 

Mr.  Morris,  <at  the  same  meeting,  said:  "I  went  to  the 
Vice-Chancellor  in  that  case,  as  I  have  gone  to  the  Judge  in 
this  case,  and  I  am  happy  to  say  that  the  same  spirit  in  which 
I  was  met  by  the  Vice-Chanuellor  here,  was  responded  to  by 
Judge  Donohue,  in  New  York,  a  man  of  the  highest  honor, 
character  and  standing ;  and  I  wish  you  could  have  seen  the 
gleam  of  satisfaction  that  came  over  his  face  when  he  said  he 
felt  he  was  addressing  the  representatives  of  the  real  owners 
of  this  property"  (hear,  hear). 

He  said,  in  effect :  "  If  you  want  the  protection  of  the  court, 
you  will  have  it,  and  whenever  you  are  ready  to  take  it  out  of 
the  hands  of  the  court,  you  shall  have  every  facility  for  doing 
so,  at  the  least  possible  expense."  We  have,  therefore,  gone 
to  the  fountain  head,  and  we  have  established  a  basis  for  the 
continuance  of  the  protection  of  the  court,  or  for  release  from 

it  whenever  you  want  to  be  released. 

*  *  *  *    '         #  *  * 

I  believe  that  Mr.  Jewett  is  an  able  and  honest  man ;  but 
whether  he  is  the  right  man  for  us  or  not  must  be  shown  by 
results.  If  he  can  bring  out  a  satisfactory  net  return  out  of  the 
gross  traffic  of  this  property,  which  I  believe  is  one  of  the 
finest  properties  in  America — if  he  can  do  that— then  he  is  the 

right  man. 

******* 

And  here  again  I  might  go  on  giving  you  the  particulars 
which  I  intend  to  embody  in  my  report  as  to  these  coal  lands, 
but  I  do  not  think  this  is  the  time  to  go  into  those  matters. 
I  have  said  thus  much,  because  I  wished  to  let  you  know  that 
the  materials  for  dealing  with  those  and  other  matters  are  col- 
lected together,  so  that  the  committee,  when  appointed,  will 

be  able  to  exercise  some  control  over  them. 

*  *  *  *  *  #  * 

Now,  what  would  be  the  result,  if  all  we  have  done  is 
allowed  to  be  undone— if  people  in  New  York  are  allowed  to 
say  that  feir  Edward  Watkin  and  myself  are  not  representa- 
tives of  all  interests — I  say  it  would  be  giving  life  and  hope 
not  to  the  right  but  to  the  wrong  class,  and  would  be  uncon- 
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sciously  doing  a  vast  amount  of  mischief.  I  think,  sir,  you 
have  already  said  that  we  want  no  more  reports.  When  I  first 
induced  you  to  listen  to  this  matter,  I  said,  we  don't  want  you 
to  come  in  to  make  a  report — I  do  not  believe  in  mere  reports 
— we  want  you  to  come  in  and  take  the  reins — to  stick  to  it ;  it 
may  take  you  a  long  time,  it  may  give  you  many  sleepless 
nights,  but  we  want  yon  to  stick  to  it  until  you  can  put  it  on 

its  legs,  free  from  all  chances  of  failure  until  it  can  run  alone. 

*  #  *  *  *  * 

It  only  wants  common  honesty  to  make  it  produce  all  that 

we  could  desire  it  to  produce. 

*  #  *  *  «  * 

Sir  Edward  Watkin,  the  Chairman  :  "  The  object  is  to  carry 
out  the  arrangement  with  Mr.  Jewett.  Mr.  Jewett  is  to  con- 
sult with  the  Committee,  and  act  in  accordance  with  their 
instructions.     It  is  the  word  used  in  the  legal  documents,  and 

Mr.  Morris  thought  better  to  preserve  it. 

*  *  *  *  *  * 

"That  a  committee  of  consultation  be  appointed  in  accord- 
ance with  and  for  the  object  set  forth  in  the  joint  memorandum 
signed  by  Mr.  H.  J.  Jewett  and  Sir  E.  Watkin,  and  dated  6th 
September,  1875,  and  that  the  following  be  the  Committee  : 

Sir  Edwaed  Watkin,  M.  P. 

Mr.  McLagan,  M.  P. 

Mr.  Leeming. 

Mr.  J.  K.  Cboss,  M.  P. 

Mr.  H.  Eawson. 

Mr.  Weir. 

Mr.  Douglas. 

Mr.  Westlake,  Q.  C. 

Sir  Cecil  Beadon. 

Mr.  Geoege  Smith. 

Mr.  B.  Whitwoeth,  M.  P. 

Mr.  Conybeaee,  and 

Mr.  Millee." 

Sir  Cecil  Beadonv:  "  I  will  second  that.'' 

The  motion  was  carried  unanimously.  The  fourth  resolution 
was  also  put  and  carried  unanimously. 

Sir  Edward  Watkin,  the  Chairman :  Gentlemen,  that  is  the 
whole  of  the  business  of  the  day,  and  I  promise  you  that  at 
the  earliest  possible  moment  we  will  have  our  balance  sheet 
and  set  to  work  on  our  audit ;  and  as  soon  as  the  balance  sheet 
can  be  fairly  considered  a  scheme  will  be  put  before  you  at  the 
earliest  possilbe  moment, 
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Exhibit  KTo.    1.— August  25,  1877. 

SUPEEME  COUET, 
City  and  County  op  New  York. 


James  McHenry, 

Plaintffil 

against 

The  Erie  Eailway  Company, 
Defendant. 


Judgment  this  Twenty-ninth  day  of  July,  1874. 

An  order  having  been  entered  in  the  above  entitled  action, 
on  the  3d  day  of  December,  one  thousand  eight  hundred  and 
sixty-seven,  referring  it  to  Hon.  William  Mitchell,  as  sole 
Eeferee,  to  hear  and  determine  the  same,  and  the  cause  hav- 
ing been  duly  heard  and  determined  by  the  said  Eeferee,  and 
his  report,  bearing  date  the  first  day  of  July,  one  thousand 
eight  hundred  and  seventy-four,  having  been  filed,  whereby 
he  finds  to  be  due  to  James  McHenry,  the  plaintiff,  from  the 
Erie  Eailway  Company,  defendant,  at  the  date  of  his  said 
report,  the  sum  of  seventy-one  thousand  eight  hundred  and 
two  dollars  and  five  cents,  and  directs  the  entry  of  judgment 
therefor,  with  interest  and  costs. 

Now,  on  motion  of  Barlow,  'Larocque  &  MacFarland,  the 
attorneys  for  the  plaintiff,  it  is  adjudged  that  James  McHenry, 
the  plaintiff,  do  recover  of  the  Erie  Eailway  Company,  the 
defendant,  the  said  sum  of  seventy-one  thousand  eight  hun- 
dren  and  two  dollars  and  five  cents,  found  to  be  due  as  afore- 
said, with  interest  thereon  to  this  date,  amounting  to  three 
hundred  and  ninety  dollars  and  ninety-four  cents,  together 
with  the  costs  of  said  plaintiff,  adjusted  at  the  sum  of  eighteen 
hundred  and  thirty-two  dollars  and  twenty-nine  cents,  amount- 
ing in  the  whole  to  the  sum  of  seventy-four  thousand  and 
twenty-five  dollars  and  twenty-eight  cents  ($74,025.28),  and 
that  the  said  plaintiff  have  execution  therefor. 


'4l2 

State  of  New  York,         )  •    . 
City  and  County  of  New  York,  j 

I,  Hubert  O.Thompson,  Clerk  of  the  said  City  and  County, 
and  Clerk  of  the  Supreme  Court  of  said  State  for  said  County, 
do  certify  that  I  have  compared  the  preceding  with  the 
original  judgment  on  file  in  my  office,  and  that  the  same  is.  a 
correct  transcript  therefrom,  and  of  the  whole  of  such  original. 

In  witness  whereof,  I  have  hereunto  subscribed  my 
[seal.]  name  and  affixed  my  official  seal,  this  13th  day 

August,  1879. 

Hubert  O.  Thompson, 
Chrk. 
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Exhibit  STo.  I.— August  29,  1879. 

Extracts  from  Eeport  of  Executive  Committee  of  Petroleum 
Producers'  Union  and  contracts  between  The  South  Im- 
provement Company  and  the  Pensylvania  E.  E.  Co.,  the 
New  York  Central  and  Hudson  Eiver  E.  E.  Co.,  Erie  Eail- 
way  Company. 

( Telegram.) 

Philadelphia,  April  6, 1872. 
To  Captain  William  Hasson, 

President  Executive  Committee : 
All  contracts  between  the  South  Improvement  Company  and 
the  railway  companies,  have  been  terminated  officially,  and  the 
charter  of  the  company  has  been  repealed.  I  am  confident 
there  is  not  any  contract  between  the  Standard  Oil  Company 
and  any  of  the  truck  lines,  as  I  attended  the  meeting  with  Mr. 
Vanderbilt,  of  the  New  ?ork  Central,  and  Devine,  of  the  Erie 
Company,  at  New  York  to-day,  when  the  terms  of  formal  agree- 
ment for  a  period  of  five  years  were  prepared  aud  is  now  in  the 
hands  of  the  scrivener.  It  will  be  signed  Monday  or  Tuesday 
next,  and  I  have  no  doubt  will  be  ratified  by  the  respective 
Boards  of  Directors,  without  delay,  as  it  is  in  exact  accord 
with  the  contract  made  with  your  Committee  at  New  York  and 
the  understanding  then  made  between  railway  companies. 

THOMAS  A.  SCOTT, 

Vice-President  P.  R.  R.  Co. 

Contract  between  the  South  Improvement  Company  and  the 
Pennsylvania  E.  E.  Company,  dated  January  18, 1872. 

Agreement  made  and  entered  into  this  eighteenth  day  of 
January,  in  the  year  eighteen  hundred  and  seventy-two,  by 
and  between  the  South  Improvement  Company,  a  corporation 
organized  and  existing  under  the  laws  of  the  State  of  Pennsyl- 
vania, party  hereto  of  the  first  part,  and  the  Pennsylvania  Eail- 
road  Company,  on  its  own  behalf,  and  on  behalf  of  all  other 
railroad  companies,  whose  roads  are  controlled,  owned  or 
leased  by  it,  or  with  which  it  has  sufficient  running  arrange- 
ments, which  other  roads  are  herein  described  as  the  connec- 
tions of  the  said  Pennsylvania  Eailroad  Company,  party  hereto, 
of  the  second  part,  witnessetb  ; 
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Whereas,  the  party  hereto  of  the  first  part  has  been  organ- 
ize! for  the  purpose,  among  other  things,  of  increasing,  facili- 
tating and  developing  the  trade  in  and  the  conveyance  and 
transportation  of  petroleum  and  its  products,  and  for  that  pur- 
pose proposes,  among  other  things,  to  expend  large  sums  of 
money  in  the  purchase,  erection  and  construction  of,  and  in 
maintaining  and  conducting  works  for  storage,  distillation  and 
refining,  warehousing  and  transportation,  and  in  various  other 
ways,  upon  the  inducement,  among  other  things,  of  this  con- 
tract. 

Andgwhereas,  the  magnitude  and  extent  of  the  business  and 
operations  proposed  to  be  carried  on  by  the  party  hereto  of 
the  first  part  will  greatly  promote  the  interest  of  the  party 
hereto  of  the  second  part,  and  make  it  desirable  for  it,  by  fixing 
certain  rates  of  freight,  drawbacks  and  rebates,  and  by  the 
other  provisions  of  this  agreement,  to  encourage  the  outlay  pro- 
posed by  the  party  hereto  of  the  first  part,  and  to  facilitate  and 
increase  the  transportation  to  be  received  from  it. 

And  whereas,  it  has  been  agreed  by  and  between  the  party 
hereto  of  the  second  part,  for  itself  and  its  connections,  the 
Erie  Railroad  Company,  for  itself  and  its  connections,  and  the 
New  York  Central  Railroad  Company,  for  itself  and  connec- 
tions, that  the  business  of  transporting,  by  railroad,  crude 
petroleum  and  its  products  toward  the  Atlantic  coast,  from  the 
points  of  production  and  refining,  on'their  lines  of  road,  shall 
be  allotted  by  the  party  hereto  of  the  first  part,  to  the  said 
three  companies,  in  the  proportion  of  forty-five  (45)  per  cent, 
of  the  whole  to  the  Pennsylvania  Railroad  Company,  for  itself 
and  its  connections,  including  the  Philadelphia  &  Erie  Railway, 
the  Northern  Central  Railway,  the  Alleghany  Valley  Railroad, 
Camden  &  Amboy  Railway,  the  Pennsylvania  Company,  and 
all  other  railroads  which  are,  or  may  be,  controlled,  owned  and 
leased  by  it,  or  with  which  it  has  or  may  have,  sufficient 
running  arrangements ;  twenty-seven  and  a  half  (27^)  per 
cent,  of  the  whole  to  the  Erie  Railway  Company,  for  itself  and 
its  connections,  and  twenty-seven  and  a  half  (273)  per  cent, 
of  the  whole  to  the  New  York  Central  Railroad  Company  for 
itself  and  its  connections,  and  that  the  transportation  beyond 
Cleveland  and  Pittsburgh  over  the  railroads  of  the  said  com- 
panies and  their  connections,  in  other  directions  than  toward 
the  Atlantic  coast  west  from  said  points  of  production  and  re- 
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fining,  shall  be  allotted  by  the  party  hereto  of  the  first  part,  in 
the  proportion  of  one-third  thereof,  to  the  party  hereto  of  the 
second  part,  for  itself  and  its  western  connections,  and  the  re- 
mainder to  other  railroads. 

Now,  therefore,  this  agreement  witnesseth  :  that  the  parties 
hereto  for  themselves  and  their  successors,  in  consideration  of 
the  promises,  of  the  mutual  execution  hereof,  and  of  the 
mutual  advantages  hereby  conferred,  have  covenanted  and 
agreed,  and  hereby  do  covenant  and  agree  each  with  the  other 
as  follows  : 

Article  First. 

The  party  hereto  of  the  first  part  covenants  and  agrees  : 

1.  To  furnish  to  the  party  hereto  of  the  second  part  of 
transportation,  such  a  proportion  of  the  crude  petroleum  and 
its  products,  owned  or  controlled  by  the  party  hereto  of  the 
first  part,  as  shall  give  to  the  party  hereto  of  the  second  part 
forty-five  per  cent,  of  all  the  crude  petroleum  and  its  products, 
sent  from  the  points  of  production  and  refining  toward  the 
Atlantic  coast,  by  the  said  Pennsylvania,  the  Erie,  and  the 
New  York  Central  railroads,  and  their  connections,  and  thirty- 
three  and  one-third  peicent.  of  that  which  is  sent  west  of 
Pittsburgh  and  Cleveland,  and  those  railroads  and  their 
connections. 

2.  To  provide  suitable  tankage  at  the  points  where  petroleum 
is  produced  on  the  railroads  of  the  party  hereto  of  the  second 
part  and  its  connections,  in  which  to  receive  crude  petroleum 
preparatory  to  shipment  with  the  necessary  pipes,  pumps,  racks 
and  other  appliances  for  its  convenient  transfer  in  bulk  into 
railroad  cars. 

3.  To  deliver  to  the  railroads  of  the  party  hereto  of  the 
second  part,  and  its  connections,  at  the  places  of  shipment,  and 
to  receive  from  them,  at  the  places  of  destination,  all  crude 
petroleum  and  its  products  transported  over  their  roads  for 
the  party  of  the  first  part. 

4.  To  provide  at  the  places  of  destination  on  the  seaboard 
necessary  and  suitable  yards,  wharfs,  warehouses,  sheds, 
tanks,  pipes,  pumps  and  motive  power  for  the  reception  of 
petroleum  and  its  products,  and  loading  vessels  therewith. 

5.  To  provide,  maintain,  and  operate  the  works  necessary 
to  refine  crude  petroleum  upon  the  largest  scale  practicable, 
and  with  such  skill,  and  on  such  a  system  of  organization  and 
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division  of  labor  as  will  secure  both  efficiency  and  economy 
and  for  that  purpose,  and  for  the  purpose  of  developing  and 
increasing  the  petroleum  trade  of  the  country,  to  provide  and 
maintain  all  suitable  and  necessary  means  and  facilities. 

6.  To  keep  records  of  the  transportation  over  the  railroads 
of  the  party  hereto  of  the  second  part,  and  its  connections, 
and  so  far  as  it  can  obtain  the  same,  over  the  Erie  and 
the  New  York  Central  Railroads  and  their  connections,  of  all 
petroleum  and  its  products,  showing  the  number  of  barrels  of 
forty-five  gallons  each  in  bulk,  and  the  number  of  barrels  of 
forty-seven  gallons  each  in  barrels,  carried  by  each  road,  with 
the  points  of  receiving  and  delivery,  and  the  amount  of 
freight  received  by  each  road  for  such  transportation,  which 
records  shall  at  all  reasonable  times  be  open  to  the  inspection 
of  the  duly  constituted  representatives,  of  the  party  hereto  of 
the  second  part. 

Monthly  abstracts  of  all  such  records  shall  be  regularly  sent 
to  the  party  of  the  second  part. 

7.  To  pay  the  party  of  the  second  part  weekly  for  all  trans- 
portation over  its  road  and  its  connections,  of  petroleum  and 
its  products,  such  gross  rates  and  half  rates  of  freight  as  are 
hereinafter  specified,  less  the  rebates  and  drawbacks  herein- 
after provided  to  be  retained  by  the  party  hereto  of  the  first 
part  for  its  own  use. 

Aeticle  Second. 

The  party  hereto  of  the  second  part  covenants  and  agrees  : 

1.  That  the  party  hereto  of  the  second  part  will  pay  and 
allow  to  the  party  hereto  of  the  first  part,  for  its  own  use  in 
all  petroleum  and  its  products,  transported  over  the  railroads 
of  the  party  hereto  of  the  second  part  and  its  connections,  for 
the  party  hereto  of  the  first  part,  rebates,  and  on  all  trans- 
ported for  others,  drawbacks  at  the  rates  hereinafter  provided, 
except  in  the  case  specified  in  article  third. 

2.  To  deliver  to  the  party  hereto  of  the  first  part,  all  petro- 
leum and  its  products  in  packages,  transportation  over  the 
railroads  of  the  party  hereto  of  the  second  part,  and  its  con- 
nections, by  whomsoever  shipped,  and  consigned  to  the  party 
of  the  first  part,  at  the  warehouses  of  the  party  of  the 
first  part,  at  the  seaboard,  and  inland,  at  the  depots  of  the 
party  of  second  part,  at  the  places  of  destination,  and  to 
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deliver  all  petroleum  or  its  products,  in  bulk  owned  by  or  con- 
signed to  the  said  party  of  the  first  part,  at  any  point  required 
on  the  line  of  the  railroads  of  the  party  of  the  second  part  and 
its  connections. 

3.  To  transport  and  deliver  petroleum  and  its  products 
over  the  railroads  of  the  party  of  the  second  part,  and  its  con- 
nections, at  gross  rates,  which  shall  at  no  time  exceed  the  fol- 
lowing without  the  consent  of  both  parties  hereto. 

From  any  point  on  the  Oil  Creek  and  Alleghany  River  Rail- 
road to  Oil  City,  Union,  Corry  and  Irvineton,  which  are  herein 
designated  as  common  points,  on  each  barrel  of  45  gallons  in 
bulk,  and  on  each  barrel  of  47  gallons  in  barrels,  30  cents. 

On  Crude  Petroleum. 

From   any  common   point  to  Cleveland,  for  each  barrel 

of  45  gallous $0  80 

From  any  common  point  to  Pittsburg,  for  each  barrel  of 

45  gallons 80 

From  any  common  point  to  New  York,  for  each  barrel 

of  45  gallons 2  56 

From  any  common  point  to  Philadelphia,  for  each  bar- 
rel of  45  gallons] 2  41 

From  any  common  point  to  Baltimore,  for  each   barrel 

of  45  gallons  , 2  41 

From  any  common  point  to  Boston,  for  each  barrel  of 

45  gallons 2  71 

All  other  points,  except  those  on  the  Oil  Creek  and  Alle- 
ghany River  Railway  to  the  places  of  destination  last  named, 
the  same  rates  as  from  the  common  points. 

On  refined  Oil,  Benzine,  and  other  products  of  the  manufacture 

of  Petroleum. 


From  Pittsburg  to  New  York,   for  each  barrel 

$2  00 

Philadelphia,    " 

it 

1  85 

Baltimore, 

U 

1  85 

"      Cleveland  to  Boston,              " 

it 

2  15 

New  York, 

a 

2  00 

Philadelphia,    " 

u 

1  85 

Baltimore, 

1 1 

1  85 
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From  any  common  point  to  New  York,  for  each  barrel,  $2  92 

Philadelphia,    "            "  2  77 

Baltimore,         "            "  2  77 

"      .  Boston,              "            "  '6  07 

From  and  to  all  points  intermediate  between  the  points 
aforesaid,  such  reasonable  rates  as  the  party  of  the  second 
part  shall  from  time  to  time  establish  on  both  crude  and  re- 
fined. 

From  Pittsburg,  Cleveland,  and  other  points,  to  places  west 
of  Pittsburg,  and  Cleveland,  such  reasonable  rates  as  the  party 
of  the  second  part  may  deem  it  expedient  from  time  to  time 
to  establish. 

4.  To  pay  and  allow  to  the  party  hereto  of  the  first  part,  on 
all  petroleum  and  its  products,  transportation  for  it  over  the 
railroads  of  the  party  of  the  second  part,  and  its  connections, 
the  following  rebates,  and  on  all  transported  for  other  partieSj 
drawbacks  of  like  amounts,  as  the  rebates  from  the  gross  rates, 
the  same  to  be  deducted  and  retained  by  the  party  hereto  of 
the  first  part,  for  its  own  use,  from  the  amounts  of  freights, 
payable  to  the  party  of  the  second  part. 


On  the  Transportation  of  Crude  Petroleu 


in. 


From  the  gross  rate  from  any  common  point  to  Cleve- 
land, a  rebate  per  barrel  of $0  40 

From  the  gross  rate  from  any  common  point  to  Pitts- 
burg, a  rebate  per  barrel  of • 40 

From  the  gross  rate  from   any  common  point  to  New 

York,  a  rebate  per  barrel  of 1  06 

From  the  gross  rate  from  any  common  point  to  Phila- 
delphia, a  rebate  per  barrel  of 1  06 

From  the  gross  rate  from  any  common  point  to  Balti- 
more, a  rebate  per  barrel  of ....     1  06 

From  the  gross  rate  from  any  common  point  to  Boston, 

a  rebate  per  barrel  of 1  06 

From  the  gross  rate  from  all  other  points,  and  the  six  places 

of  destination  last  named,  rebates  the  same  as  on  the  rates 

from  the  common  points. 
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On  the  transportation  of  refined  oil,  benzine  and  other  products 
of  the  manufacture  of  petroleum. 

From  the  gross  rates  from  Pittsburg  to  New  York, 

a  rebate  per  barrel  of f  0  50 

From  the  gross  rates  from  Pittsburg  to  Philadelphia, 

a  rebate  per  barrel  of 0  50 

From  the  gross  rates  from  Pittsburg  to  Baltimore,  a 

rebate  per  barrel  of 0  50 

From  the  gross  rates  from  Cleveland  to  BostoD,  a  re- 
bate per  barrel  of 0  50 

From  the  gross  rates  from  Cleveland  to  New  York,  a 

rebate  per  barrel  of , .        0  50 

From  the  gross  rates  from  Cleveland  to  Philadelphia, 

a  rebate  per  barrel  of 0  50 

From  the  gross  rates  from  Cleveland  to  Baltimore,  a 

rebate  per  barrel  of 0  50 

From  the  gross  rates  from  any  common  point  to  New 

York,  a  rebate  per  barrel  of 1  32 

From  the  gross  rates  from  any  common    point    to 

Philadelphia,  a  rebate  per  barrel  of 1  32 

From  the  gross  rates  from    any  common    point    to 

Baltimore,  a  rebate  per  barrel  of .  j ,  .        1  32 

From  the  gross  rates  from  Any   Common  Point  to 

Boston,  a  rebate  per  barrel  of 1  32 

From  the  gross  rates  to  and  from  all  points,  intermediate 
between  the  above  points,  a  rebate  or  drawback  of  one-third  of 
the  gross  rates,  shall  be  paid  from  the  gross  rates  from  Pitts- 
burg, Cleveland,  and  other  points,  to  places  west  of  the  meri- 
dians of  Pittsburg  and  Cleveland,  a  rebate  or  drawback  of  one- 
third  of  the  gross  rates  shall  be  paid. 

5.  To  charges  to  all  other  parties  (excepting  such  as  are 
referred  to  in  Article  3d.)  for  the  transportation  of  petroleum 
and  its  products,  rates  which  shall  not  be  less  than,  the  gross 
rates  above  specified,  and  should  at  any  time  any  less  rate  be 
charged  directly  or  indirectly,  either  by  way  of  rebate,  com- 
mission, allowances,  or  upon  any  pretext  whatsoever,  the  same 
reduction  per  barrel  shall  be  made  to  the  party  hereto  of  the 
first  part,  from  the- net  rates  provided  for  them,  on  all  trans- 
portation for  them  during  the  period  for  which  such  reduction 
shall  be  made  to  othars. 
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6.  To  permit  the  party  hereto  of  the  first  part,  if,  in  its 
judgment,  the  currents  of  trade  should  so  require,  temporarily 
to  increase  or  diminish  the  proportion,  as  herein  provided,  to 
the  party  hereto  of  the  second  part,  for  itself  and  its  connec- 
tions, as  the  whole  business  of  transporting  petroleum  and  its 
products,  as  between  the  party  hereto  of  the  second  part,  the 
Erie  Railway  Company  and  the  New  York  Central  Railroad 
Company.  The  party  of  the  second  part  in  such  case  to 
receive  from  the  party  hereto  of  the  first  part,  in  full  pay- 
ment or  indemnity,  for  the  excess  or  deficiency,  one- 
half  the  net  schedule  rates  on  such,  excess  or  defi- 
ciency; the  other  pait  to  be  paid  pro  rata  to  the  said  other 
companies,  whose  apportioned  quantity  of  transportation  shall 
"thus  be  varied ;  but  such  diversion  of  business  shall  not,  at  any 
time,  exceed  one  week,  nor  be  repeated  without  an  interval  of 
at  least  sixty  days,  unless  with  the  consent  of  the  party 
hereto  of  the  second  part.  Also,  that  whenever,  from  time  to 
time,  as  aforesaid,  a  temporary  diversion  of  a  part  of  the  ap- 
portioned transportation  of  the  party  of  the  second  part  to  the 
other  railroads  aforesaid,  or  to  either  of  them,  shall  become 
necessary,  cars  of  the  party  of  the  second  part  may  be  loaded  by 
the  party  of  the  first  part,  and  sent  away  over  such  other  rail- 
roads, or  either  of  them,  but  the  cars  so  sent  away  shall  be 
returned  without  unnecessary  delay,  and  in  as  good  order  as 
when  taken,  to  the  railroads  of  the  party  of  the  second  part 
and  mileage  at  the  usual  rates  paid  for  their  use  while  absent. 

7.  To  furnish  with  as  much  regularity  as  possible,  at  all 
times,  good  and  sufficient  cars,  and  other  means  suitable  and 
necessary  for  the  safe  and  prompt  transportation  of  all  crude 
petroleum  and  its  products,  either  in  bulk  or  in  barrels,  which 
the  party  hereto  of  the  first  part,  shall  desire  to  send  from  one 
point  to  another  (and  which  shaU  be  supplied  with  as  much 
regularity  as  possible),on  or  over  the  railroads  of  the  party  of 
the  second  part  and  its  connections. 

8.  To  make  manifests  or  way-bills  of  all  petroleum  or  its 
products,  transported  over  any  portion  of  the  railroads  of  the 
party  of  the  second  part  or  its'connections,  which  manifests 
shall  state  the  namo  of  the  consignor,  the  place  of  shipment, 
the  kind  and  actual  quantity  of  the  article  shipped,  the  name 
of  the  consignee,  and  the  place  of  destination,  with  therateand 
gross  amount  of  freight  charges,  and  to  send  daily  to  the  prin- 

39 
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cipal  office  of  the  party  of  the  first  part,  duplicates  of  all  such 
manifests  or  way-bills. 

Article  Third. 

And  it  is  hereby  further  covenanted  and  agreed  by  and  be- 
tween the  parties  hereto,  that  rebates  hereinbefore  provided 
for  for  the  party  hereto  of  the  first  part,  may  be  made  to  any 
other  party  who  shall  furnish  an  equal  amount  of  transpor- 
tation, and  who  shall  possess  and  use  works,  means  and  facil- 
ities for  carrying  on  and  promoting  the  petroleum  trade  equal 
to  those  possessed  and  used  by  the  party  hereto  of  the  first 
part. 

Article  Fourth. 

And  it  is  hereby  further  covenanted  and  agreed  by  and  be- 
tween the  parties  hereto,  that  the  party  hereto  of  the  second 
part  shall  at  all  times  co-operate,  as  far  as  it  legally  may, 
with  the  party  hereto  of  the  first  part,  to  maintain  business  of 
the  party  hereto 'of  the  first  part  against  loss  or  injury  by 
competition,  to  the  end  that  the  party  hereto  of  the  first  part, 
may  keep  up  a  remunerative,  and  so  a  full  and  regular  busi- 
ness, and  to  that  end  shall  lower  or  raise  the  gross  rates  of 
transportation  over  its  railroads  and  connections,  as  far  as  it 
legally  may,  for  such  times,  and  to  such  extent  as  may  be  nec- 
cessary  to  overcome  such  competition.  The  rebates  and 
drawbacks  to  the  party  of  the  first  part,  to  be  varied  pari  passu 
with  the  gross  rates. 

Article  Fifth. 

It  is  hereby  mutually  agreed  by  and  between  the  parties  here- 
to, that  for  the  purpose  of  meeting  such  exigencies,  as  may 
from  time  to  time  require  change  of  the  rates  of  transportation 
herein  provided,  each  party,  on  ten  days,  written  notice  from 
the  other,  shall  appoint  a  person  on  behalf  of  such  party,  and 
the  two  persons  thus  appointed,  shall  have  power  to  change 
and  adjust  the  rates,  which  shall  go  into  effect  on  being  ap- 
proved by  the  said  parties  hereto. 


427 

Article  Sixth. 

It  is  further  mutually  agreed,  by  and  between  the  parties 
hereto,  that  the  gross  rates  of  freight  to  the  party  hereto  of 
the  first  part,  shall  at  all  times  be  kept  as  near  to  the  net  rates 
as  is  consistent  with  the  interests  of  the  party  hereto  of  the 
first  part,  and  that  whenever  in  the  judgment  of  the  party 
hereto  of  the  first  part,  it  is  expedient  to  lower  the  rebate 
below  the  rate  above  specified,  it  may  do  so,  and  from  time  to 
time  raise  the  same  again,  not  however,  above  the  rate  herein- 
before specified.  The  party  hereto  of  the  first  part  from  time 
to  time  shall  notify  the  party  of  the  second  part  in  writing  of 
the  change  required,  whereupon  the  party  hereto  of  the  second 
part  shall  forthwith  make  a  corresponding  change  of  such 
gross  rates. 

Article  Seventh. 

It  is  further  mutually  agreed  by  and  between  the  parties 
hereto,  that  this  agreement  shall  continue  and  remain  in  force 
for  the  period  of  not  less  than  five  years,  and  shall  not  then, 
nor  thereafter  terminate,  until  one  ol  the  parties  shall  have 
given  twelve  months'  written  notice  to  terminate  it. 

Article  Eighth. 

It  is  farther  mutually  agreed  by  and  between  the  parties 
hereto,  that  if  any  doubt,  question,  difference,  cause,  or  suit 
shall  at  any  time  or  times  hereafter,  arise  or  happen  between 
the  said  parties  to  these  presents,  touching  the  construction 
of  these  presents,  or  any  clause,  matter,  or  thing  herein  con- 
tained, or  any  other  matters,  cause,  or  thing  whatsoever  in  any- 
wise relating  to  or  concerning  this  agreement,  and  such  doubt, 
question,  difference,  or  dispute,  shall  not  be  fully  settled  by 
the  parties  to  these  presents  within  one  calendar  month  after 
the  same  shall  arise,  then,  and  in  every  such  case,  upon  the 
request  in  writing  of  either  of  the  said  parties  hereto  specify- 
ing such  doubt,  question,  difference  or  dispute,  it  shall  be  com- 
mitted and  referred  to  the  hearing  and  arbitration  of  three 
disinterested  persons — one  of  them  to  be  chosen  by  the  party 
of  the  first  part,  another  of  them  to  be  chosen  by  the  party  of 
the  second  part,  and  each  party  on  ten  days'  notice  in  writing 
from  the  other,  shall  make  such  choice,  and  appoint  a  disinter- 
ested person  on  behalf  of  such  party ;  but  if  either  party  of 
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such  notice  shall  within  such  ten  days  fail  to  make  an  appoint- 
ment, the  person  appointed  by  the  other  party  shall  choose 
the  second  disinterested  person,  and  the  third  disinterested 
person  shall  be  chosen  within  one  calendar  month  next  after 
such  request ;  and  the  award,  order,  or  determination  of  the 
said  three  persons  to  be  chosen  as  aforesaid,  or  any  two  of 
them,  shall  be  binding  and  conclusive  on  the  parties  hereto, 
and  shall  be  performed  and  kept  by  them  without  any  iurther 
suit  or  trouble  whatsoever;  provided  such  award,  order,  or  de- 
termination be  made  in  writing  under  the  hands  of  the  said 
three  persons  or  of  any  two  of  them  within  the  space  of  sixty 
days  after  all  the  persons  shall  be  so  selected  as  aforesaid^ 
And  for  the  further  and  better  enforcing  the  performance  of 
the  award  so  to  be  made,  as  aforesaid,  the  reference  or  sub- 
mission for  or  in  respect  of  the  same  may,  at  the  option  of  any 
of  the  parties  to  these  presents,  from  time  to  time  be  made  as 
a  matter  of  course,  a  rule  of  court  in  any  court  of  record. 

In  witness  whereof,  the  said  South  Improvement  Company 
and  Pennsylvania  Railroad  Company  have  caused  the  respect- 
ive corporate  seals  to  be  hereto  affixed,  and  these  presents  to 
be  subscribed  by  their  respective  Presidents,  the  day  and  year 
first  above  written. 

(Signed.) 
South  Improvement  Company, 

[South  Improvement  By  P.  H.  WATSON, 

Company's  Seal.]  President. 

(Signed.) 
Pennsylvania  Railroad  Company, 

[Penna.  Railroad  By  J.  EDGAR  THOMSON, 

Company's  Seal.]  President 

(Signed.) 
Attest :  JOS.  LESLEY, 

Secretary. 


Contract  with  New    York    Central    and    Hudson    Riyer 

Railway. 

Agreement  made  aDd  entered  into  this  eighteenth  day  of 
January,  in  the  year  eighteen  hundred  and  seventy-two,  by  and 
between   the   South   Improvement   Company,   a    corporation 
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organized  and  existing  under  the  laws  of  the  State  of  Pennsyl- 
vania, party  hereto  of  the  first  part ;  and  the  New  York  Cen- 
tral and  Hudson  Kiver  Railroad  Company  (herein  called  the 
New  York  Central  Eailroad  Company),  a  corporation  organized 
and  existing  under  the  laws  of  the  State  of  New  York,  on  its 
own  behalf,  and  on  behalf  of  all  other  railroad  companies  whose 
roads  are  owned,  controlled  or  leased  by  it,  or  with  which  it 
has  sufficient  running  arrangements,  which  other  roads  are 
herein  described  as  the  connections  of  the  said  New  York  Cen- 
tral Railroad  Company,  party  hereto  of  the  second  part ;  and 
the  Lake  Shore  aud  Michigan  Southern  Bail  way  Company, 
organized  and  existing  under  the  laws  of  the  State  of  New 
York,  Pennsylvania,  Ohio,  Indiana,  Michigan  and  Illinois,  on 
its  own  behalf,  and  on  behalf  of  all  other  railroad  companies 
whose  roads  are  owned,  controlled  or  leased  by  it,  or  with 
which  it  has  sufficient  running  arrangements,  which  other  roads 
are  herein  designated  as  the  connections  of  the  said  Lake  Shore 
and  Michigan  Southern  Railway  Company,  party  hereto  of  the 
third  part ;  Witnesseth  : 

Whereas,  The  party  hereto  of  the  first  part  has  been  organ- 
ized for  the  purpose,  among  other  things,  of  increasing,  facili- 
tating and  developing  the  trade  in,  and  the  conveyance  and 
transportation  of  petroleum  and  its  products,  and  for  that  pur- 
pose proposes,  among  other  things,  to  expend  large  sums  of 
money  in  the  purchase,  erection  and  construction  of  and  in 
maintaining  and  conducting  works  for  storage,  distillation  and 
refining,  warehousing  and  transportation,  and  in  various  other 
ways  to  further  such  purposes,  upon  the  inducement,  among 
other  things,  of  this  contract. 

And  whereas,  the  magnitude  and  extent  of  the  business 
and  operations  proposed  to  be  carried  on  by  the  party  hereto 
of  the  first  part,  will  greatly  promote  the  interest  of  the  parties 
hereto  of  the  second  and  third  parts,  and  make  it  desirable  for 
them  by  fixing  certain  rates  of  freight,  drawbacks  and  rebates, 
aud  by  the  other  provisions  of  this  agreement,  to  encourage 
the  outlay  proposed  by  the  party  hereto  of  the  first  part,  and 
to  facilitate  and  increase  the  transportation  to  be  received 
from  it. 

Now,  therefore  this  agreement  witnesseth  :  That  the  parties 
hereto  for  themselves  and  their  successors,  in  consideration  of 
the  premises,  of  the  mutual  execution  hereof,  and  of  the  mutual 
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advantages  hereby  conferred,  have  covenanted  and  agreed,  and 
hereby  do  covenant  and  agree  each  with  the  other,  as  follows  : 

Article  First. 

The  party  of  the  first  part  covenants  and  agrees  : 

1.  To  furnish  to  the  parties  hereto  of  the  second  and  third 
parts  for  transportation  such  a  proportion  of  the  crude  petro- 
leum and  its  products,  owned  or  controlled  by  the  party  hereto 
of  the  first  part,  as  sball  give  to  the  parties  of  the  second  and 
third  parts  twenty-seven  and  a  half  per  cent,  of  all  the  crude 
petroleum  and  its  products  sent  from  the  points  of  production 
and  refining  toward  the  Atlantic  Coast,  by  the  said  Pennsyl- 
vania, the  Erie  and  the  New  York  Central  Railroads,  and  their 
connections  (including  such  as  may  be  sent  to  Baltimore  from 
the  Valley  of  the  Alleghany  River  by  the  Connellsville  Railroad 
route,  to  an  extent  equal  to  but  not  exceeding  five  per  cent,  of 
the  whole  quantity  transported  by  the  railroads  aforesaid  to 
the  sea-board,  and  fifty-five  and  five-ninths  (55. 5)  per  cent, 
of  that  which  is  sent  west  of  Pittsburgh  and  Cleveland  by 
those  railroads  and  their  connections. 

2.  To  provide  suitable  tankage  at  the  points  where  petro- 
leum is  produced,  on  the  railroads  of  the  parties  hereto  of  the 
second  and  third  parts,  and  their  connections,  in  which  to  re- 
ceive crude  petroleum  prepaiatory  to  shipment,  with  the 
necessary  pipes,  pumps,  racks,  and  other  appliances  for  its 
convenient  transfer  in  bulk  into  railroad  cars. 

3.  To  deliver  to  the  railroads  of  the  parties  hereto  of  the 
second  and  third  parts,  and  their  connections,  at  the  places  of 
shipment,  and  to  receive  from  them,  at  the  places  of  destina- 
tion, all  crude  petroleum  and  its  products  transported  over 
their  roads  for  the  parly  of  the  first  part. 

4.  To  provide,  at  the  places  of  destination  on  the  seaboard 
necessary  and   suitable  yards,   wharves,  warehouses,   sheds, 
tanks,  pipes,  pumps,  and  motive  power  for  the  reception  of 
petroleum  and  its  products,  aud  loading  vessels  therewith. 

5.  To  provide,  maintain,  and  operate  the  works  necessary 
to  refine  crude  petroleum  upon  the  largest  scale  practicable, 
and  with  such  skill  and  on  such  a  system  of  organization  and 
divisions  of  labor  as  will  secure  both  efficiency  and  economy  ; 
and  for  that  purpose,  and  for  the  purpose  of  developing  and 
increasing  the  petroleum  trade  of  the  country,  to  furnish  and 
maintain  all  suitable  and  necessary  means  and  -facilities. 
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6.  To  keep  records  of  the  transportation  over  the  railroads 
of  the  parties  hereto  of  the  second  and  third  parts,  and  their 
connections,  and,  so  far  as  it  can  obtain  the  same,  over  the 
Erie  and  the  Pennsylvania  Kailroads  and  their  connections,  of 
all  petroleum  and  its  products,  showing  the  number  of  barrels, 
of  forty-five  gallons  each  in  bulk,  and  the  number  of  barrels 
of  forry-seven  gallons  each,  in  barrels,  carried  bj7  each  road, 
with  the  points  of  such  transportation  ;  which  records  shall  at 
all  reasonable  times  be  open  to  the  inspection  of  the  duly 
constituted  representatives  of  the  party  hereto  of  the  second 
and  third  parts. 

Monthly  abstracts  of  all  such  records  shall  be  regularly  sent 
to  the  parties  of  the  second  and  third  parts. 

7.  To  pay  the  parties  of  the  second  and  third  parts  weekly, 
for  all  transportation  over  their  roads  and  connections,  of  petro- 
leum and  its  products,  such  gross  rates  and  half  rates  of 
freight  as  hereinafter  specified,  less  rebates  and  drawbacks 
hereinafter  provided  to  be  retained  by  the  party  hereto  of  the 
first  part  for  its  own  use. 

Article  Second. 

The  parties  hereto  of  the  second  and  third  parts  covenant 
and  agree  : 

1.  That  the  parties  hereto  of  the  second  and  third  parts  will 
pay  and  allow  to  the  party  hereto  of  the  first  part,  for  its  own 
use,  on  all  petroleum  and  its  products  transported  over  the 
railroads  of  the  parties  hereto  of  the  second  and  third  parts, 
and  their  connections,  for  the  party  hereto  of  the  first  part,  re- 
bates, and  on  all  transported  for  others,  drawbacks,  at  the 
rates  hereinafter  provided,  except  in  the  case  specified  in 
Article  Third. 

2.  To  deliver  to  the  party  hereto  of  the  first  part  all  petro- 
leum and  its  products,  in  packages,  transported  over  the  rail- 
roads of  the  parties  hereto  of  the  second  and  third  parts,  and 
their  connections,  by  whomsoever  shipped  and  consigned,  to 
the  party  of  the  first  part,  at  the  warehouse  of  the  party  of  the 
first  part,  at  the  sea-board,  and  inland  at  the  depots  of  the 
parties  of  the  second  and  third  parts,  at  the  places  of  destina- 
tion, and  to  deliver  all  petroleum,  or  its  products,  in  bulk, 
owned  by  or  consigned  to  the  said  party  of  the  first  part,  at 
any  point  required  on  the  line  of  the  railroads  of  the  parties  of 
the  second  and  third  parts,  and  their  connections. 
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3.  To  transport  and  deliver  petroleum,  and  its  products, 
over  the  railroad  of  the  parties  of  the  second  and  third  parts, 
and  their  connections,  at  gross  rates  for  the  whole  transporta- 
tion, which  shall  at  no  time  exceed  the  following,  without  the 
consent  of  both  parties  hereto  : 

Oil  City,  Union,  Corry  and  Irvineton  are  herein  designated 
as  common  points. 

On  Crude  Petroleum. 

From  any  common  point  to  Cleveland  for  each  bbl.  of  45 

gallons $     80 

From  any  common  point  to  Pittsburgh  for  each  bbl.  of  45 

gallons 80 

From  any  common  point  to  New  York  for  each  bbl.  of 

45  gallons 2  56 

From  any  common  point  to  Philadelphia  for  each  bbl.  of 

45  gallons         , 2  41 

From  any  common  point  to  Baltimore  for  each   bbl.  of 

45  gallons   2  41 

From  any  common  point  to  Boston  for  each  bbl.   of  45 

gallons 2  71 

From  all  other  points,  except  those  on  the  Oil  Creek  & 
Alleghany  Kiver  Bailway,  to  the  six  places  of  destination  last 
named,  the  same  rates  as  from  the  common  points. 

On  Refined  Oil,  Benzine  and,  oilier  products  of  the  Manvjactured 

Petroleum. 

From   Pittsburgh   to  New   York   for   each   bbl.  of  47 

gallons $2  00 

From  Pittsburgh  to  Philadelphia  for  each  bbl.  of  47 

gallons    ..    1  85 

From   Pittsburgh   to   Baltimore   for  each   bbl.   of    47 

gallons 1  85 

From  Cleveland  to  Boston  for  each  bbl.  of  47  gallons. . .  2  15 
From   Cleveland   to   New  York   for   each   bbl.   of    47 

gallons    2  00 

From   Cleveland  to  Philadelphia  for  each  bbl.   of  47 

gallons 1  85 

From    Cleveland    to   Baltimore  for    each   bbl.  of    47 

gallons 1  85 
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From  any  common  point  to  New  York  for  each  bbl.  of 

47  gallons $2  92 

From  any  common  point  to  Philadelphia  for  each  bbl. 

of  47  gallons ' 2  77 

From  any  common  point  to  Baltimore  for  each  bbl.  of 

47  gallons , 2  77 

From  any  common  point  to  Boston  for  each  bbl.  of  47 

gallons 3  07 

From  and  to  all  points  intermediate  between  the  points 
aforesaid,  such  reasonable  rates  as  the  parties  of  the  second 
and  third  parts  shall  from  time  to  time  establish,  on  both  crude 
and  refined. 

From  Pittsburg,  Cleveland  and  other  points  to  places  west 
of  Pittsburg  and  Cleveland  such  reasonable  rates  as  the  party 
of  the  third  part  may  deem  it  expedient  from  time  to  time  to 
establish. 

4.  To  pay  and  allow  to  the  party  hereto  of  the  first  part,  on 
all  petroleum  and  its  products,  transported  for  it  over  the  rail- 
roads of  the  parties  of  the  second  and  third  parts,  and  their 
connections,  the  following  rebates ;  and  on  all  transported  for 
other  parties  drawbacks  of  like  amount  as  the  rebates  from  the 
gross  rates,  the  same  to  be  deducted  and  retained  by  the  party 
hereto  of  the  first  part,  for  its  own  use,  from  the  amounts  of 
freights  payable  to  the  parties  of  the  second  and  third  parts. 

On  tlie  transportation  of  Crude  Petroleum. 

From  the  gross  rate  from  any  common  point  to  Cleve- 
land, a  rebate  per  bbl.  of %    40 

From  the  gross  rate  lrom  any  common  point  to  Pitts- 
burg, a  rebate  per  bbl.  of 40 

From  the  gross  rate  from  any  common  point  to  New 

York,  a  rebate  per  bbl.  of  1  06 

From  the  gross  rate  from  any  common  point  to  Phila- 
delphia, a  rebate  per  bbl.  of ■ 1  06 

From  the  gross  rate  from  any  common  point  to  Balti- 
more, a  rebate  per  bbl.  of 1  06 

From  the  gross  rate  from  any  common  point  to  Boston, 

a  rebate  per  bbl;  of 1  06 

From  the  gross  rate  from  all  other  points  to  the  six  places 
55 
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of  destination  last  named,  rebates  the  same  as  on  the  rates 
from  the  common  points. 

On  the   Transportation  of  Refined  OH,  Benzine,  and  other  pro- 
dints  of  the  Manufacture  of  Petroleum. 

From  the  gross  rates  from  Pittsburg  to  New  York,  a  re- 
bate, per  bbl.,  of $0  50 

From  the  gross  rates  from  Pittsburg  to  Philadelphia,  a 
rebate,  per  bbl.,  of 50 

From  the  gross  rates  from  Pittsburg  to  Baltimore,  a  re- 
bate, per  bbl.,  of 50 

From  the  gross  rates  from  Cleveland  to  Boston,  a  rebate, 
per  bbl.,  of 50 

From  the  gross  rates  from  Cleveland  to  New  York,  a  re- 
bate, per  bbl.,  of 50 

From  the  gross  rates  from  Cleveland  to  Philadelphia,  a 

rebate,  per  bbl.,  of 50 

From  the  gross  rates  from  Cleveland  to  Baltimore,  a  re- 
bate, per  bbl.,  of £0 

From  the  gross  rates  from  any  common  points  to  New 
York,  a  rebate,  per  bbl.,  of 1  32 

From  the  gross  rates  from  any  common  points  to  Phila- 
delphia, a  rebate,  per  bbl.,  of 1  32 

From  the  gross  rates  from  any  common  points  to  Balti- 
more, a  rebate,  per  bbl ,  of   1  ^2 

From  the  gross  rates  from  any  common  points  to  Boston, 
a  rebate,  per  bbl.,  of 1  32 

From  the  gross  rates  to  and  from  all  points  intermediate 
between  the  above  points,  a  rebate  or  drawback  of  one-third 
(-J-)  of  this  gross  rate  shall  be  paid. 

From  the  gross  rates  from  Pittsburg,  Cleveland,  and  other 
points,  to  places  we;>t  of  the  meridian  of  Pittsburg  and  Cleve- 
land, a  rebate  or  drawback  of  one-third  of  the  gross  rate  shall 
be  paid. 

5.  To  charge  to  all  oth;r  parties  (except  such  as  are  referred 
to  in  Article  3d)  for  transportation  of  petrolumn  and  its  pro- 
ducts, rates  which  shall  not  be  less  than  the  gross  rates  above 
specified,  nnd  should,  at  any  time,  any  less  rate  be  charged, 
directly  or  indirectly,  either  by  way  of  rebate,  commission, 
allowances,  or  upon  any  pretext  whatever,  the  same  reduction 


435 

per  barrel  shall  be  made  to  the  party  hereto  of  the  first  part, 
from  the  net  rates  above  provided  for  it,  on  all  transportations 
for  it  during  the  period  for  which  such  reduction  shall  be  made 
to  others. 

6.  To  permit  the  party  hereto  of  the  first  part,  if,  in  its 
judgment  the  currents  of  trade  should  so  require,  temporarily 
to  increase  or  diminish  the  proportion,  as  herein  provided,  to 
the  parties  hereto  of  the  second  and  third  parts,  for  themselves 
and  their  connections,  of  the  whole  business  of  transporting 
petroleum  and  its  products.  The  parties  of  the  second  and 
third  parts,  in  such  case,  to  receive  from  the  party  hereto  of 
the  first  part,  in  full  payment  or  indemnity  for  the  excess  or 
deficiency,  one  half  of  the  net  schedule  rates  on  such  excess 
or  deficiency  ;  but  such  division  of  business  shall  not,  at  any 
time,  exceed  one  week,  nor  be  repeated  without  an  interval  of 
at  least  sixty  days,  unless  with  the  consent  of  the  parties  hereto 
of  the  second  and  third  parts. 

Also,  that  whenever,  from  time  to  time  as  aforesaid,  a  tem- 
porary diversion  of  a  part  of  such  transportation  of  the  parties 
of  the  second  and  third  parts,  to  other  railroads,  shall  become 
necessary,  cars  of  the  parties  of  the  second,  and  third  parts 
may  be  loaded  by  the  party  of  the  first  part,  and  sent  away 
over  such  other  railroads,  who  shall  return  the  same  without 
unnecessary  delay,  and  in  as  good  order  as  when  taken  to  the 
railroads  of  the  parties  of  the  second  and  third  parts,  and  pay 
mileage,  at  the  usual  ratts,  for  their  use  while  absent. 

7.  To  furnish  with  as  much  regularity  as  possible,  at  all  times, 
good,  sufficient  cars,  and  other  means  suitable  and  necessary 
for  the  safe  and  prompt  transportation  of- all  crude  patroleum 
and  its  products,  either  in  bulk  or  in  barrels,  which  the  party 
hereto  of  the  first  part  shall  desire  to  send  from  one  point  to 
another  (and  which  shall  be  supplied  with  as  much  regularity 
as  possible),  on  or  over  the  railroads  of  the  parties  of  the 
second  and  third  parts  and  their  connections. 

8.  To  make  manifests  or  way-bills  of  all  petroleum  and  its 
products  transported  over  any  portion  of  the  railroads  of  the 
parties  of  the  second  and  third  parts,  or  their  connections, 
which  manifests  shall  state  the  name  of  the  consignor,  the 
place  of  shipment,  the  kind  and  actual  quantity  of  the  article 
shipped,  the  name  of  the  consignee,  and  the  place  of  destina- 
tion,  with   the    rate   and  gross   amount   of    freight   and    of 
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charges,  and  to  send  daily  to  the  principal  office  of  the  party 
of  the  first  part  duplicates  of  all  such  manifests  or  way-bills. 

Article  Third. 

Ami  it  is  hereby  further  covenanted  and  agreed  by  and  be- 
tween the  parties  hereto,  that  the  rebates  hereinbefore  pro- 
vided for  the  p^rty  hereto  of  the  first  part,  may  be  made  to  any 
other  party  who  shall  furnish  an  equal  amount  of  transportation, 
and  who  shall  possess  and  use  works,  means  and  facilities  for 
carrying  on  and  promoting  the  petroleum  trade  equal  to  those 
possessed  and  used  by  the  party  hereto  of  the  first  part. 

Article  Fourth. 

And  it  is  hereby  further  covenanted  and  agreed  by  and  be- 
tween the  parties  hereto  of  the  second  and  third  parts,  shall, 
at  all  times,  co-operate,  as  far  as  they  legally  may,  with  the 
party  hereto  of  the  first  part,  to  maintain  the  business  of  the 
party  hereto  of  the  first  part  against  loss  or  injury  by  compe- 
tition, to.  the  end  that  the  party  hereto  of  the  first  part  may 
keep  up  a  remunerative  and  do  a  full  and  regular  business, 
and  to  that  end  shall  lower  or  raise  the  gross  rates  of  trans- 
portation oyer  their  railroads  and  connections,  as  far  as  they, 
legally  may,  for  such  times  and  to  such  extents  as  may  be 
necessary  to  overcome  such  competition.  The  rebates  and 
drawbacks  to  the  party  of  the  first  part  to  be  varied  pari  passu 
with  the  gross  rates. 

Article  Fifth. 

It  is  hereby  mutually  agreed  by  and  between  the  parties 
hereto,  that  for  the  purpose  of  meeting  such  exigencies  as 
may,  from  time  to  time,  require  change  of  the  rates  of  trans- 
portation herein  provided,  each  party  (the  parties  of  the  sec- 
ond and  third  part  counting  as  one)  on  ten  days'  written 
notice  from  the  other,  shall  appoint  a  person  on  behalf  of  such 
party,  and  the  two  persons  thus  appointed  shall  have  power  to 
change  and  adjust  rates,  which  shall  go  into  effect  on  being 
approved  by  the  parties  hereto. 

Article  Sixth. 

It  is  further  mutually  agreed  by  and  between  the  parties 
hereto,  that  the  gross  rates  of  freight  to  the  party  hereto  of 
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the  first  part,  shall,  at  all  times,  be  kept  as  near  to  the  net 
rates  asfis  consistent  with  the  interests  of  the  parties  hereto 
of  the"  first  part,  and  that,  whenever,  in  the  judgment  of  the 
party  hereto  of  the  first  part,  it  is  expedient  to  lower  the  rebate 
below  the  rate  above  specified,  it  may  do  so,  and,  from  time  to 
time,  raise  the  same  again ;  not,  however,  the  rate  hereinbefore 
specified.  The  party  hereto  of  the  first  part,  from  time  to 
time,  shall  notify  the  parties  of  the  second  and  third  parts,  in 
writing,  of  the  change  required,  whereupon  the  parties  shall 
forthwith  make  a  corresponding  change  of  such  gross  rates. 

Abticle  Seventh. 

It  is  further  mutually  agreed  by  and  between  the  parties 
hereto,  that  this  agreement  shall  continue  and  remain  in  force 
for  the  period  of  not  less  than  five  years,  and  shall  not  then 
nor  thereafter  terminate  until  one  of  the  parties  hereto  shall 
have  given  twelve  (12)  months'  written  notice  to  terminate  it. 

Article  Eighth. 

It  is  further  covenanted  and  agreed  by  and  between  the 
party  hereto  of  the  second  part  and  the  party  hereto  of  the 
third  part,  each  with  the  other,  that  on  all  petroleum  and  its 
products  transported  from  the  points  of  production  and  re- 
fining towards  the  Atlantic  coast,  the  whole  price  of  such  trans- 
port!) tion,  without  abatement  for  lighterage  and  other  terminal 
charges,  'shall  be  apportioned  between  them  respectively  pro 
rata,  according  to  the  distance  of  the  transportation  done  by 
each ;  and  that  the  drawbacks  and  rebates  herein  stipulated  to 
be  paid  by  them,  shal),  in  like  manner, be  apportioned  between 
and  paid  by  them.  Also,  that  the  whole  control  and  price  of 
such  transportation  passing  over  the  railroads  of  au  ally  of 
said  second  and  third  parties  shall  belong  exclusively  and  for 
its  own  use,  to  the  party  on  whose  road  such  transportation 
shall  be  done,  and,  in  such  case,  the  rebates  and  discounts 
shall  be  allowed  and  paid  by  that  party. 

Aktiole  Ninth. 

It  is  further  mutually  agreed  by  and  between  the  parties 
hereto  that  if  any  doubt,  question,  difference,  cause  or  suit 
shall,  at  any  time  or  times  hereafter,  arise  or  happen  between 
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the  said  parties  to  these  presents,  touching  the  construction 
of  these  presents,  or  any  clause,  matter  or  thing  herein  con- 
tained, or  any  other  cause,  matter  or  thing  whatsoever,  in  any 
wise  relating  to  or  concerning  this  agreement,  and  such  doubt, 
question,  difference  or  dispute  shall  not  be  fully  sealed  by  the 
parties  to  these  presents,  within  one  calendar  month  after  the 
same  shall  arise,  then,  and  in  every  such  case  upon  the  re- 
quest in  writing  of  either  of  the  said  parties  hereto  (the  par- 
ties of  the  second  and  third  parties  counting  as  one),  specify- 
ing such  doubt,  question,  difference  or  dispute,  it  shall  be 
committed  and  referred  to  the  hearing  and  arbitration  of  three 
disinterested  persons,  one  of  them  to  be  chosen  by  the  party 
of  the  first  part,  another  of  them  to  be  chosen  by  the  parties 
of  the  second  and  third  parts  on  ten  days'  notice  in  writing 
from  the  other,  and  shall  make  such  choice  and  appoint  a  dis- 
interested person  in  behalf  of  such  party,  but  if  either  party  in 
such  notice  shall,  within  such  ten  days,  fail  to  make  an  ap- 
pointment, the  person  appointed  by  the  other  party  shall 
choose  the  second  disinterested  person,  and  the  third  disinter- 
ested person  shall  be  chosen  by  the  two  persons  so  to  be 
chosen  as  aforesaid ;  which  three  disinterested  persons  shall 
be  chosen  within  one  calendar  month  next  after  such  request, 
and  the  award,  order  or  determination  cf  the  said  three  per- 
sons to  be  chosen  as  aforesaid,  or  any  two  of  them,  shall  be 
binding  and  conclusive  on  all  the  parties  hereto,  and  shall  be 
confirmed  and  kept  by  them,  without  any  further  suit  or 
trouble  whatsoever ;  provided  such  award,  order  or  deter- 
mination be  made  in  writing,  under  the  hands  of  the  said 
three  persons,  or  any  two  of  them,  within  the  space  of  sixty 
(60)  days  after  all  the  persons  shall  be  so  selected  as  aforesaid 
And  for  the  further  and  better  enforcing  the  performance  of 
the  award  so  to  be  made  as  aforesaid,  the  reference  or  sub- 
mission for,  or  in  respect  of  the  same  may,  at  the  option  of 
any  of  the  parties  to  these  presents,  from  time  to  time  be 
made,  as  a  matter  of  course,  a  rule  of  court  in  any  court  of 
record. 

In  witness  whereof,  the  said  South  Improvement  Company, 
the  New  York  Central  <fe  Hudson  Kiver  Kailroad  Company 
and  the  Lake  Shore  &r  Michigan  Southern  Eailway  Company 
have  caused  their  respective  corporate  seals  to  be  hereto  af- 
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fixed  and  these  presents  to  be  subscribed  by  their  respective 
Presidents  the  day  and  year  first  above  written. 

South  Impeovement  Company, 

1  ^SSTsSi.  f  B?  R  H-  WATSON, 

President. 
The  New  York  Central 

\\J«kT1r%™-\  4H.RRB.Oo., 

j         pany'sSeal.         \  By  WM.  H.  VANDERBILT, 

Vice-  President. 

The  Lake  Shore  & 

[No  Seal.]  MICHIGAN  SOUTHERN  B.  B.  Co., 

By  H.  F.  CLABK, 

President. 


Contract  with  the  Erie  Bailway  Company. 

Agreement  made,  was  entered  into  this  eighteenth  day  of 
January,  in  the  year  eighteen  hundred  and  seventy-two,  by 
and  between  the  South  Improvement  Company,  a  corporation 
organized  and  existing  under  the  laws  of  the  State  of  Pennsyl- 
vania, party  hereto  of  the  first  part ;  and  the  Erie  Bailway 
Company,  a  corporation  organized  and  existing  under  the  laws 
of  the  State  of  New  York,  on  its  own  behalf,  and  on  behalf  of 
all  railroad  companies  whose  roads  are  owned,  controlled  or 
leased  by  it,  or  with  which  it  lias  sufficient  running  arrange- 
ments, which  other  roads  are  herein  described  as  the  connec- 
tions of  the  said  Erie  Bailway  Company,  party  hereto  of  the 
second  part. 

Witnesseth : 

Whereas,  the  party  hereto  of  the  first  part  has  been  organ- 
ized for  the  purpose,  among  other  things,  of  increasing,  facili- 
tating and  developing  the  trade  in,  and  the  conveyance  and 
transportation  of,  petroleum  and  its  products,  and  for  that  pur- 
pose proposes,  among  other  things,  te  expend  large  sums  of 
money  in  the  purchase,  erection  and  construction  of,  and  in 
maintaining  and  conducting  works  for  storage,  distillation  and 
refining,  warehousing  and  transportation,  and  in  various  other 
ways,  to  further  such  purpose  upon  the  inducement,  among 
other  things,  of  this  eontr.-.ct. 

And  whereas,  the  magnitude  and  extent  of  the  business  and 
operations  proposed  to  be  carried  on  by  the  party  hereto  of 
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the  first  part,  will  greatly  promote  tlie  interests  of  the  party 
hereto  of  the  second  part,  and  make  it  desirable  for  it,  by  fix- 
ing certain  rates  of  freight,  drawbacks  and  rebates,  and  by  the 
other  provisions  of  this  agreement,  to  encourage  the  outlay  pro- 
posed by  the  party  hereto  of  the  first  part,  and  to  facilitate  and 
increase  the  transportation  to  be  received  from  it. 

And  whereas,  the  railroad  of  the  party  of  the  second  part 
has  no  immediate  connection  witli  the  said  points  at  which  pe- 
troleum is  produced  and  refined,  but  mediately,  by  means 
of  the  Atlantic  &  Great  Western  Railroad  and  its  branches, 
connects  with  such  producing  and  refining  points. 

And  whereas,  the  said  Atlantic  &  Great  Western  Railway, 
on  its  own  behalf  and  on  behalf  of  its  Fran  klin  and  Mahoning 
branches,  and  of  all  other  railroad  companies  whose  roads  are 
owned,  controlled,  or  leased  by  it,  or  with  which  it  has  suffi- 
cient running  arrangement;  the  same,  with  the  said  the  Atlan- 
tic &  Great  Western  Railroad,  for  the  purposes  of  this  agree- 
ment, being  also  designated  as  the  connections  of  the  said 
party  hereto  of  the  second  pavt,  has  entered  into  an  agreement 
of  even  date  and  corresponding  herewith,  with  the  said  party 
hereto  of  the  first  part. 

Now,  therefore,  this  agreement  witnesseth  :  That  the  parties 
hereto,  for  themselves  and  their  successors,  in  consideration 
of  the  premises,  of  fchs  mutual  execution  hereof,  and  of  the 
mutual  advantages  hereby  conferred,  have  covenanted  and 
agreed,  and  hereby  do  covenant  and  agree,  each  with  the 
other,  as  follows  : 

Article  Fibst. 

The  party  hereto  of  the  first  part  covenants  and  agrees  : 
1.  To  furnish  to  the  connections  of  the  party  hereto  of  the 
second  part,  for  transportation,  such  a  proportion  of  the  crude 
petroleum  and  its  products,  owned  or  controlled  by  the  party 
hereto  of  the  first  part,  as  shall  give  to  the  party  of  the  second 
part  twenty-seven  and  a  half  per  cent,  of  all  the  crude  petro- 
leum and  its  products,  sent  from  the  points  of  production  and 
refining  toward  the  Atlantic  coast  by  the  Pennsylvania  roads 
and  their  connections,  including  such  as  may  be  sent  to  Balti- 
more from  the  valley  of  the  Alleghany,  by  the  Connellsville 
route,  to  an  extent  equal  to,  but  not  exceeding,  five  per  cent. 
of  the  whole  quantity  transported  by  the  railroads  aforesaid 
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to  the  seaboard,  the  Erie,  and  the  New  York  railroads  and 
their  connections. 

2.  To  provide  suitable  tankage  at  the  points  where  petro- 
leum is  produced  on  the  railroad  connections  of  the  party 
hereto  of  the  second  part,  in  which  to  receive  crude  petroleum 
preparatory  to  shipment,  with  the  necessary  pipes,  pumps, 
racks  and  other  appliances  for  its  convenient  transfer  in  bulk 
into  railroad  cars. 

3.  To  deliver  to  the  railroad  connections  of  the  party  here- 
to of  the  second  part  at  the  places  of  shipment,  and  to  receive 
from  them,  or  the  party  of  the  second  part,  at  the  places  of  des- 
tination, all  crude  petroleum  and  its  products  transported  over 
their  roads  for  the  party  of  the  first  part. 

4.  To  provide  at  the  places  of  destination  on  the  seaboard 
necessary  and  suitable  yards,  wharves,  warehouses,  sheds, 
tanks,  pipes,  pumps,  and  motive  power,  for  the  reception  of 
petroleum  and  its  products,  and  loading  vessels  therewith. 

5.  To  provide,  maintain  and  operate  the  works  necessary  to 
refine  crude  petroleum  upon  the  largest  scale  practicable,  and 
with  such  skill  and  on  such  a  system  of  organization  and 
division  of  labor  as  will  secure  both  efficiency  and  economy, 
and  for  the  purpose  of  developing  and  increasing  the  petro- 
leum trade  of  the  country,  to  provide  and  maintain  all  suitable 
and  necessary  means  of  facilities. 

6.  So  far  as  it  can  obtain  the  same,  to  keep  records  of  the 
transportation  over  the  railroads  of  the  party  hereto  of  the 
second  part,  and  its  connections,  and  over  the  Pennsylvania 
and  New  York  Central  Railroads  and  their  connections,  of  all 
petroleum  and  its  products,  showing  the  number  of  barrels  of 
forty-five  gallons  each  in  bulk,  and  of  the  barrels  of  forty-seven 
gallons  each  in  barrels,  earned  by  each  road,  with  the  points 
of  receiving  and  delivery,  and  the  amount  of  freight  received 
by  each  road  for  such  transportation,  which  records  shall,  at 
all  reasonable  times,  be  open  to  the  inspection  of  the  duly  con- 
stituted representatives  of  the  party  hereto  of  the  second  part. 

Mouthly  abstracts  of  all  such  records  shall  be  regularly  sent 
to  the  party  of  the  second  part. 

7.  To  pay  the  party  of  the  second  part  and  its  connections, 
weekly,  for  all  transportation  over  its  roads,  and  its  connec- 
tions, of  petroleum  and  its  products  such  gross  rates  and  half- 
rates  of  freight  as  are  hereinafter  specified,  less  the  rebates  and 
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drawbacks  hereinafter  provided  to  be  retained  by  the  party 
hereto  of  the  first  part  fot  its  own  use.  Such  payment,  with- 
out abatement  for  lighterage,  or  other  terminal  charges,  to  be 
divided  between  and  paid  to  the  said  party  of  the  second  part 
and  its  connections,  pro  rata,  according  to  the  distance  which 
such  transportation  shall  pass  over  their  roads  respectively. 

Article  Second. 
The  party  hereto  of  the  second  part  covenants  and  agrees  : 

1.  That  the  party  hereto  of  the  second  part  will  pay  and 
allow  to  the  party  hereto  of  the  first  part,  for  its  own  use,  on 
all  petroleum  and  its  products  transported  over  the  railroads 
of  the  party  hereto  of  the  second  part  and  its  connections,  for 
the  party  hereto  of  the  first  part  a  pro  rata  of  the  rebates, 
and  on  all  transported  for  others  a  pro  rata  of  the  drawbacks, 
at  the  rates  hereinafter  provided,  except  in  the  case  specified 
in  Article  Third,  which  pro  rata  of  the  full  rates  of  rebate  and 
drawback  shall  be  proportional  to  the  pro  rata  of  the  full 
price  for  transportation  to  which  said  party  of  the  second  part 
shall  be  entitled  for  the  distance  which  such  transportation 
shall  pass  over  its  railroad,  in  comparison  with  that  which 
shall  pass  over  the  railroads  of  its  connections,  as  herein  pro- 
vided. 

2.  To  deliver  to  the  party  hereto  of  the  first  part  all  petro- 
leum and  its  products  in  packages  transported  over  the  rail- 
roads of  the  party  hereto  of  the  second  part,  by  whomsoever 
shipped,  and  consigned  to  the  party  of  the  first  part,  at  the 
warehouses  of  the  party  of  the  first  part,  at  the  seaboard,  and 
inland  at  the  depots  of  the  party  of  the  second  part  at  the 
places  of  destination,  and  to  deliver  all  petroleum  or  its  pro- 
ducts, in  bulk,  owned  by  or  consigned-  to  the  said  party  of  the 
first  part  at  any  point  required  on  the  line  of  the  railroads  of 
the  party  of  the  second  part. 

3.  To  transport  and  deliver  petroleum  and  its  products  over 
the  railroads  of  the  party  hereto  of  the  second  part,  at  a  pro 
mta  Recording  to  the  distance  which  such  transportation  shall 
relatively  pass  over  its  own  railroads  and  those  of  its  connec- 
tions of  gross  rates,  which  shall  at  no  time  exceed  the  follow- 
ing, without  the  consent  of  both  parties  hereto. 

Oil  City,  Union,  Corry  and  Irvineton  are  hereby  designated 
as  common  points. 
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On  Crude  Petroleum. 

From  any  common-  point  to  Cleveland,  for  each  barrel 

of  45  gallons . . . .  , , $   80 

From  any  common  point  to  Pittsburg,  for  each  barrel 

of  45  gallons 80 

From  any  common  point  to  New  York,  for  each  barrel 

of  45  gallons 2  56 

From  any  common  point  to  Philadelphia,  for  each  bar- 

rej  of  45  gallons 2  41 

From  any  common  point  to  Baltimore,  for  each  barrel 

of  45  gallons 2  41   , 

From  any  common  point  to  Boston,  for  each  barrel  of 

45  gallons 2  71 

From  all  other  points — except  those  on  the  Oil  Creek  and 
Alleghany  River  Bailway — to  the  six  places  of  destination  last 
named,  the  same  rates  as  from  the  common  points. 

On  Refined  Oil,  Benzine,  and  other  Products  of  the  Manufacture  of 

Petroleum.- 

From   Pittsburg    to  New  York  for  each  barrel  of  47 

gallons $2  00 

From  Pittsburg  to  Philadelphia,  for  each  barrel  of  47 

gallons 1  85 

From   Pittsburg  to   Baltimore  for   each   barrel   of   47 

gallons 185 

From  Cleveland  to  Boston,  for  each  barrel  of  47  gallons  2  15 
From  Cleveland  to  New  York,   for  each  barrel  of  47 

gallons 2  00 

From  Cleveland  to  Philadelphia,  for  each  barrel  of  47 

gallons 1  85 

From  Cleveland  to  Baltimore,  for  each    barrel   of  47 

gallons 1  85 

From  any  common  point  to  New  York,  for  each  barrel 

of  47  gallons 2  92 

From    any   common  point  to   Philadelphia,  for    each 

barrel  of  47  gallons 2  77 

From  any  common  point  to.  Baltimore,  for  each  barrel 

of  47  gallons 2  77 

From  any  common  point  to  Boston,  for  each  barrel  of 

47  gallons 3  07 
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From  and  to  all  points  intermediate  between  the  points  afore- 
said, and  accessible  to  the  roads  of  the  party  of  the  second 
part,  such  reasonable  rates  as  the  party  of  the  second  part, 
shall  from  time  to  time  establish,  on  both  crude  and  refined. 

4.  To  pay  and  allow  to  the  party  hereto  of  the  first  part,  on  all 
petroleum  and  its  products,  transported  for  it  over  the  railroads 
of  the  party  of  the  s  cond  part,  the  following  rebates,  and  on  all 
transported  for  other  parties,  drawbacks  of  like  amount  as  the 
rebates,  from  tr/e  gross  rates,  the  same  to  be  deducted  and  re- 
tained by  the  party  hereto  of  the  first  part,  for  its  own  use, 
from  the  amounts  of  freights  payable  to  the  party  of  the 
second  part ;  such  rebates  and  drawbacks  to  be  paid  pro  rata 
by  the  party  of  the  second  part  and  its  connections,  according 
to  the  relative  distance  which  the  transportation  to  which  such 
drawbacks  and  rebates  apply,  shall  have  passed  over  the  rail- 
roads of  the  party  of  the  second  part  and  of  its  connections. 

On  the  Transportation  of  Crude  Petroleum. 

From  the  gross  rate  from  any  common  point  to  Cleve- 
land a  rebate  per  bbl.  of $     40 

From  the  gross  rate  from'  any  common  point  to  Pitts- 
burg a  rebate  per  bbl.  of. 40 

From  the  gross  rate  from  any  commoD  point  to  New 

York  a  rebate  per  bbl.  of ... , 1  06 

From  the  gross  rate  from  any  common  point  to  Phila- 
delphia a  rebate  per  bbl.  of 1  06 

From  the  gross  rate  from  any  common  point  to  Balti- 
more a  rebate  per  bbl.  of 1  06 

From  the  gross  rate  from  any  common  point  to  Boston 

a  rebate  per  bbl.  of 1  06 

From  the  gross  rate  from  all  other  points  to  the  six  places 
of  destination  last  named,  rebates  the  same  as  on  the  rates  from 
the  common  points. 

On  the  Transportation  of  Refined  Oil,  Benzine,  and  other  Pro- 
ducts of  the  Manufacture  of  Petroleum. 

From  the  gross  rates  from   Pittsburg  to  New  York,  a 

rebate  per  barrel  of $     50 

From  the  gross  rates  from  Pittsburg  to  Philadelphia,  a 

rebate  per  barrel  of. 50 
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From  the  gross  rates  from  Pittsburg  to  Baltimore,  a 

rebate  per  barrel  of.   $     50 

From  the  gross  rates  from  Cleveland. to  Boston,  a  re- 
bate per  barrel  of 50 

From  the  gross  rates  from  Cleveland  to  New  York,  a 

rebate  per  barrel  of. 50 

From  the  gross  rates  from  Cleveland  to  Philadelphia,  a 

rebate  per  barrel  of 50 

From  the  gross  rates  from  Cleveland  to  Baltimore,  a  re- 
bate per  barrel  of 50 

From  the  gross  rates  from  any  common  point  to  New 

York,  a  rebate  per  barrel  of 1  32 

From  the  gross  rates  from  any  common  point  to  Phila- 
delphia, a  rebate  per  barrel  of 1  32 

From  the  gross  rates  from  any  common  point  to  Balti- 
more, a  rebate  per  barrel  of ■.      . .  1  32 

From  the  gross  rates  from  any  common  point  to  Boston, 

a  rebate  per  barrel  of 1  32 

From  the  gross  rates  to  and  from  all  points,  intermediate  be- 
tween the  above  points,  a  rebate  or  drawback  of  one-third  of 
the  gross  rate  sball  be  paid. 

5.  To  charge  to  all  other  parties  (excepting  such  as  are  re- 
ferred to  in  Article  Third)  for  the  transportation  of  petroleum 
and  its  products,  rates  which  shall  not  be  less  than  the  gross 
rates  above  specified,  and  should  at  any  time  any  less  rate  be 
charged,  directly  or  indirectly,  either  by  way  of  rebate,  com- 
mission, allowances,  or  upon  any  pretext  whatsoever,  the  same 
reduction  per  barrel  shall  be  made  to  the  party  hereto  of  the 
first  part,  from  the  net  rates  above  provided  for  them  on  all 
transportation  for  them  during  the  period  for  which  such  re- 
duction shall  be  made  to  others. 

6.  To  permit  the  party  hereto  of  the  first  part,  if  in  his  judg- 
ment the  currents  of  trade  should  so  require,  temporarily  to 
increase  or  diminish  the  proportion  as  herein  provided  to 
the  party  hereto  of  the  second  part,  for  itself  and  its  connec- 
tions, of  the  whole  business  of  transporting  petroleum  and 
its  products ;  the  party  of  the  second  part  in  such  case,  to  re- 
ceive from  the  party  hereto  of  the  first  part,  in  full  payment  or 
indemnity  for  the  excess  or  deficiency,  one-half  of  the  net 
schedule  rates  on  such  excess  or  deficiency ;  but  such  diversion 
of  business  shall  not  at  any  time  exceed  one  week,  nor  be  re- 


446 

peated  without  an  interval  of  at  least  sixty  days,  unless  with, 
the  consent  of  the  party  hereto  of  the  second  part.  Also, 
that  whenever  from  time  to  time  as  aforesaid,  a  temporary  di- 
version of  a  part  of  such  transportations  of  the  party  of  the 
second  part,  to  other  railroads,  shall  become  necessary,  cars  of 
the  party  of  the  second  part  may  be  loaded  by  the  party  of  the 
first  part,  and  sent  away  over  such  other  railroads,  who  shall 
return  the  same  without  unnecessary  delay,  and  in  as  good 
order  as  when  taken,  to  the  railroads  of  the  party  of  the 
second  part,  and  pay  mileage  at  the  usual  rates,  for  their  use 
while  absent. 

7.  To  furnish,  with  as  much  regularity  as  possible,  at  all 
times,  good  and  sufficient  cars,  and  other  means  suitable  and 
necessary  for  the  safe  and  prompt  transportation  of  all  crude 
petroleum,  and  its  products,  either  in  bulk  or  in  barrel,  which, 
the  party  hereto  of  the  first  part  shall  desire  to  send  from^one 
point  to  another,  (and  which  shall  be  supplied  with  as  much 
regularity  as  possible),  on  or  over  the  railroads  of  the  party-of 
the  second  part,  and  its  connections. 

8.  To  make  manifests  or  way-bills  of  all  petroleum  or  its 
products,  transported  over  any  portion  of  the  railroads  of  the 
party  of  the  second  part,  which  manifests  shall  state  the  name 
of  the  consignor,  the  place  of  shipment,  the  kind  and  actual 
quantity  of  the  article  shipped,  the  name  of  the  consignee,  and 
the  place  of  destination,  with  the  rate  and  gross  amount  of 
freight  and  of  charges,  and  to  send  daily  to  the  principal 
office  of  the  party  of  the  first  part,  duplicates  of  all  such 
manifests  or  way-bills. 

Aeticle  Third. 

And  it  is  hereby  further  covenanted  and  agreed  by  "and  be- 
tween the  parties  hereto,  that  the  rebates  hereinbefore  provided 
for  the  party  hereto  of  the  first  part,  may  be  made  to  any  other 
party  who  shall  furnish  an  equal  amount  of  transportation, 
and  who  shall  possess  and  use  works,  means  and  facilities  for 
carrying  on  and  promoting  the  petroleum  trade,  equal  to  those 
possessed  and  used  by  the  party  hereto  of  the  first  part. 

Article  Fourth. 
And  it  is  hereby  further  covenanted  and   agreed  by  and  be- 
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tween  the  parties  hereto,  that  the  party  hereto  of  the  first  part, 
to  maintain  the  business  of  the  party  hereto  of  the  first  part, 
against  loss  or  injury  by  competition,  to  the  end  that  the  party 
hereto  of  the  first  part  may  keep  up  a  remunerative,  and  so  a 
full  and  regular  business,  and  to  that  end  shall,  lower  or  raise 
the  gross  rates  of  transportation  over  its  railroads  and  connecr 
lions,  as  far  as  it  legally  may,  for  such  times  and  to  such  extent 
;is  may  be  necessary  to  overcome  such  competition.  The  re- 
bates and  drawbacks  to  the  party  of  the  first  part  to  be  varied 
pari  passu  with  the  gross  rates. 

Article  Fifth. 

It  .is  hereby  mutually  agreed  by  and  between  the  parties 
hereto,  that  for  the  purpose  of  meeting  such  exigencies  as  may 
from  time  to  time  require  change  of  the  rates  of  transportation 
herein  provided,  each  party,  on  ten  days'  written  notice  from 
the  other,  shall  appoint  a  person  on  behalf  of  such  party,  and 
the  two  persons  thus  appointed,  shall  have  power  to  change 
•and  adjust  the  rates,  which  shall  go  into  effect  on  being  ap- 
proved by  the  said  parties  hereto. 

Article  Sixth. 

It  is  further  mutually  agreed  by  and  between  the  parties 
hereto,  that  the  gross  rates  of  freight  to  the  party  hereto  of 
the  first  part  shall  at  all  times  be  kept  as  near  to  the  net  rates 
as  is  consistent  with  the  interests  of  the  party  hereto  of  the 
first  part,  and  that  whenever  in  the  judgment  of  the  party 
hereto  of  the  first  part,  it  is  expedient  to  lower  the  rebate  be- 
low the  rate  above  specified,  it  may  do  so,  and  from  time  to 
time  raise  the  same  again,  not,  however,  above  the  rate  here- 
inbefore specified.  The  party  hereto  of  the  first  part,  from 
time  to  time  shall  notify  the  party  of  the  second  part  in  writing 
of  the  change  required,  whereupon  the  party  hereto  of  the  sec- 
ond part  shall  forthwith  make  a  corresponding  change  of  such 
gross  rates. 

Article  Seventh. 

It  is  further  mutually  agreed  by  and  between  the  parties 
hereto,  that  this  agreement  shall  continue  and  remain  in  force 
for  the  period  not  less  than  five  years,  and  shall  not  then,  nor 
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thereafter,  terminate  until  one  of  the  parties  hereto  shall  have 
given  twelve  months'  written  notice  to  terminate  it. 

Article  Eighth. 

It  is  further  mutually  agreed  by  and  between  the  parties 
hereto,  that  if  any  doubt,  question,  difference,  cause  or  suit 
shall  at  any  time  or  times  hereafter  arise,  or  happen  between 
the  said  party  to  these  presents,  touching  the  construction  of 
these  presents,  or  any  clause,  matter  or  thing  herein  contained, 
or  any  other  matter,  cause  or  thiDg  whatsoever  in  anywise  re- 
lating to  or  concerning  this  agreement,  and  such  doubt,  ques- 
tion, difference  or  dispute,  shall  not  be  fully  settled  by  the 
parties  to  these  presents,  within  one  calendar  month  after  the 
same  shall  arise,  then  in  every  case,  upon  the  request  in  writ- 
ing of  either  of  the  said  parties  hereto  specifying  such  doubt, 
question,  difference  or  dispute,  it  shall  be  committed  and 
referred  to  the  hearing  and  arbitration  of  three  disinterested 
persons ;  one  of  them  to  be  chosen  by  the  party  of  the  first 
part;  another  of  them  to  be  chosen  by  the  party  of  the  second 
part;  and  each  paity,  on  ten  days'  notice  in  writing  from  the 
other,  shall  make  such  choice,  and  appoint  a  disinterested 
person,  in  behalf  of  such  party ;  but  if  either  party,  on  such 
notice,  shall,  within  seventeen  days  fail  to  make  an  appointment 
the  person  appointed  by  the  other  party  shall  choose  the 
second  disinterested  person,  and  the  third  disinterested  person 
shall  be  chosen  by  the  two  persons  so  to  be  chosen  as  afore- 
said ;  which  three  disinterested  persons  shall  be  chosen  within 
one  calender  month  nest  after  such  request,  and  the  award, 
order  or  determination  of  the  said  three  persons,  to  be  chosen 
as  aforetaid,  or  any  two  of  them,  shall  be  binding  and  conclu- 
sive on  the  parties  hereto,  and  shall  be  performed  and  kept  by 
them,  without  any  further  suitor  trouble  whatsoever  ;  provided 
such  award,  order  or  determination  be  made  in  writing,  under 
the  hands  of  the  said  three  persons,  or  any  two  of  them,  within 
the  space  of  sixty  days  after  all  the  persons  shall  be  so  selected 
as  aforesaid.  And  for  the  further  and  better  enforcing  the 
performance  of  the  award  so  to  be  made  as  aforesaid,  the 
reference  or  submission  for,  or  in  respect  of  the  same,  may,  at 
the  option  of  any  of  the  parties  to  these  presents,  from  time  to 
time  be  made,  as  a  matter  of  course,  a  rule  of  court  in  any 
court  of  record. 
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In  witness  whereof,  the  said  South  Improvement 
Company  and  the  Erie  Railway  Company  have 
caused  their  respective  corporate  seals  to  be 
hereby  affixed,  and  these  presents  to  be  sub- 
scribed by  their  respective  Presidents,  the  day 
and  year  first  above  written. 

South'  ":  South  Improvement  Company. 

1  cL"" !  By  P.  H.  WATSON,       , 

Seal.       ;  President. 

Eeie  Railway  Company. 

R^hvay    i  By  JAY  GOULD, 

Company's  :  President. 

Seal.         ; 


Exhibit  STo.  2.  -August  29,  1879. 

The  following  agreement  is  the  unanimous  action  of  your 
Committee,  and  is,  with  the  preceding  report,  respectfully  sub- 
mitted for  your  consideration : 

I. — That  all  arrangements  for  the  transportation  of  oil  after 
this  date  shall  be  upon  a  basis  of  perfect  equality  to  all  ship- 
pers, producers  and  refiners,  and  that  no  rebates,  drawbacks 
or  other  arrangements  of  any  character,  shall  be  made  or  al- 
lowed that  will  give  any  party  the  slightest  difference  in  rates 
or  discrimination  of  any  character  whatever. 

II. — That  the  present  rates  from  Oil  City,  Union,  Corry, 
Irvineton,  Pittsburg,  Cleveland  and  other  competing  points, 
shall  be  and  remain  in  full  force  at  following  rates  : 

On  Repined  Oil,  Benzine,  etc. 

Per  barrel. 
From  Oil  City,  Union,  Corry  and  Irvineton  to  Boston . .   $1  65 
From  Oil  City,  Union,  Corry  and  Irvineton  to  New  York     1  50 
From  Oil  City,  Union,  Corry  and  Irvineton  to  Philadel- 
phia       1  35 

From  Oil  City,  Union,  Corry  and  Irvineton  to  Balti- 
more  , 1  35 

From  Cleveland  to  Boston   .....    .,,.., 1  65 
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From  Cleveland  to  New  York $1  50 

From  Cleveland  to  Philadelphia 1  35 

From  Cleveland  to  Baltimore 1  35 

From  Pittsburg  to  New  York 1  50 

From  Pittsburg  to  Philadelphia  1  35 

From  Pittsburg  to  Baltimore 1  35 

On  Ceude  Oil. 
From  Oil  City,  Union,  Corry  and  Irvineton  to  Boston . .     1  50 
From  Oil  City,  Union,  Corry  and  Irvineton  to  New  York     1  35 
From  Oil  City,  Union,  Corry  and  Irvineton  to  Philadel- 
phia      1  20 

From  Oil  City,  Union,  Corry  and  Irvineton  to  Balti- 
more       1  20 

From  Oil  City,  Union,  Corry  and   Irvineton  to  Cleve- 
land      1  50 

From  Oil  City,  Union,  Corry  and  Irvineton  to  Pitts- 
burg           50 

And  said  rates  shall  not  be  liable  to  any  change  either  for 
increase  or  decrease,  without  first  giving  to  William  Hasson, 
President  of  the  Producers'  Union  at  Oil  City,  at  least  ninety 
days'  notice  in  writing  of  such  contemplated  change. 

III. — In  the  distribution  of  cars  for  shipments,  it  shall  be 
done  without  discrimination. 

IV. — On  the  basis  as  hereinbefore  stated,  the  parties  re- 
spectively agree  to  carry  out  the  arrangements  in  good  faith, 
and  work  for  the  mutual  interests  in  each  other. 

In  witness  whereof  the  parties  have  hereunto  affixed  their 
signatures,  this  25th  day  of  March,  A.  D.  1872. 

For  the  Lake  Shore  &  Michigan  Southern  Kail- 
road  Company, 

H.  F.  CLAEK, 

President. 
For  the  Erie  Railway  Company, 

O.  H.  P.  AKCHER, 

Vice-President. 
For  the  New  York  Central  &  Hudson  River 
Railroad  Company, 

WILLIAM  H.  VANDERBILT, 

Vice-President. 
For  the  Atlantic  &  Great    Western    Railroad 
Company, 


451 

GEORGE  B.  McCLELLAN, 

President. 
For  the  Pennsylvania  Railroad  Company, 
THOMAS  A.  SCOTT, 

Vice-President. 
On  behalf  of  the  Producers  and  Refiners, 
G.  SHAMBURG, 

E.  G.  PATTERSON, 
WILLIAM  HASSON, 
HENRY  BTROM, 
WILLIAM  PARKER, 
JOHN  J.  FISHER, 

Oil  Creek  Producers  and  Refiners. 

J.  J.  VANDERGRIFT, 

A.  P.  BENNETT, 
WILLIAM  M.  IRISH, 
WILLIAM  T.  SCHEIDE, 

Oil  City  Producers  and  Refiners. 

HENRY  N.  ROGERS, 

F.  C.  FLEMING, 
JOSIAH  LOMBARD,  Jr., 

New  York  Refiners. 

B.  VAUGHAN, 

Boston  Refiners. 


Exhibit  INTo.  3.— Aug.  29,  1879. 

Circular  of  J.  H.  Butter,   Genl.  Freight  Agent  of  N.  Y.  C.  & 
H.  R.  B.  B.,  in  relation  to  freight  charges  on  oil. 

The  New  York  Central  &  Hudson  River 
Railway  Company, 
General  Freight  Agent's  Office, 
Grand  Central  Depot. 

New  York,  Sept.  9th,  1874. 

Dear  Sir, — Commencing  October  1st,  1874,  the  following 
rates  on  refined  and  crude  oil  shall  govern  all  lines : 

The  rates  on  refined  oil  from  all  refineries  at  Cleveland, 
Titurcville,  and  elsewhere  in  and  adjacent  to  the  Oil  Region 
shall  be  as  follows  : 
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To  Boston $2  10  per  barrel. 

"  Philadelphia 1  85 

"Baltimore 1  85 

"  New  York 2  00 

Net  rate  on  Albany  fifteen  per  cent,  less,  from  which  shall 
be  refunded  the  amount  paid  for  the  transportation  of  crude 
oil  by  rail  from  the  mouth  of  the  pipes  to  the  said  refineries, 
upon  the  basis  of  14  barrels  of  crude  oil  to  the  refineries  for 
every  10  barrels  of  refined  oil  forwarded  by  rail  from  them 
(the  refineries)  to  the  eastern  points  named. 

Settlements  of  this  drawback  to  be  made  on  the  refined  oil 
forwarded  during  each  month. 

No  rebate  from  these  rates  will  be  paid  on  oil  reaching  re- 
fineries direct  by  pipes. 

On  crude  oil  the  rates  from  all  initial  points,  of  rail  ship- 
ments in  the  Oil  Regions  shall  be  as  follows  : 

To  Boston,  $1.75  per  barrel. 

To  New  York,  $1.50  per  barrel  (net  rate  on  Albany  15  per 
cent.  less). 

To  Philadelphia,  $1.50  per  barrel. 

To  Baltimore,  $1,50  per  barrel. 

From  which  shall  be  refunded  twenty-two  cents  per  barrel, 
only  on  oil  coming  from  pipes  which  maintain  the  agreed  rates 
of  pipeage. 

A  barrel  shall  in  all  cases  be  computed  at  45  gallons. 

You  will  observe  that  under  this  system  the  rate  is  fair  and 
even  to  all  parties,  preventing  one  locality  taking  advantage  o 
its  neighbor  by  reason  of  some  alleged  or  real  facility  it  may 
possess. 

Oil  refiners  and  shippers  have  asked  the  roads  from  time  to 
time  to  make  all  rates  even,  and  they  would  be  satisfied.  This 
scheme  does  it,  and  we  trust  will  work  satisfactorily  to  all. 

Respectfully  yours, 

J.  H.  RUTTER, 

Genl.  Freight  Agent. 
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Exhibit  IVo.  4.— August  29, 1879. 

Extracts  from  testimony  of  A.  J.  Cassatt  in  an  action  in  the  Supreme 
Court  of  Pennsylvania  for  the  Western  District,  entitled  : 


Commonwealth     op    Pennsylva- 
nia 

No.  311,  Oct.  and  Nov.  T., 
1878. 
The  Pennsylvania  Kailroad  Com-| 
pany. 


vs. 


Before  J.  B.  Sweitzer,  Esq.,  Master  and  Examiner. 

Direct-examination  by  Mr.  Acheson: 

Q.  What  is  your  connection  with  the  Pennsylvania  Bailroad 
Company  ?  A.  My  title,  sir,  is  third  Vice-President,  and  I 
have  charge  of  the  Transportation  Department,  including  the 
freight  and  passenger  business  also. 

Q.  Howjong  have  you  filled  the  position  of  third  Vice-Pres- 
ident"?    A.  Since  July,  I  think,  1874. 

Q.  I  wish  you  would  state,  sir,  whether  or  not  on  the  1st  of 
January,  1877,  and  at  and  about  that  time,  petroleum  from 
the  oil  producing  regions  of  Pennsylvania  was  transported 
over  the  Pennsylvania  Railroad  and  its  connections,  and  if  you 
say  it  was,  state  briefly  the  mode  in  which  the  business  at  that 
time  was  conducted?  A.  The  route  by  which  it  was  car- 
ried ? 

.Q.  And  the  facilities  for  transportation  and  the  method  of 
conducting  the  business?  A.  "Well,  at  that  time  nearly  all  the 
oil  business  of  the  Pennsylvania  Bailroad  was  done  by  the 
Empire  Line,  a  private  corporation,  with  which  we  had  a  con- 
tract— the  routes  to  the  seaboard,  Philadelphia,  Baltimore, 
and  New  York  by  our  lines  from  the  different  regions. 

Q.  Now  state,  if  you  please,  in  a  general  way,  what  the  con- 
nection at  that  time  was  between  your  company  and  the  Em- 
pire Transportation  Company  with  respect  to  the  transporta- 
tion of  oil  ?    A.  The  Empire  Transportation  Company  had  a 
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contract  with  us  by  which  they  provided  the  cars,  the  solicit- 
ing agents,  and  did  all  the  business  connected  with  the  trans- 
portation of  oil,  except  the  mere  hauling  of  the  cars,  from  every 
district  except  Pittsburgh ;  there  they  did  not  go  ;  there  we. 
carried  with  our  own  cars  as  a  local  business ;  for  the  work 
they  did  in  soliciting,  collecting  freights  and  managing  the  busi- 
ness generally,  we  paid  them  a  percentage  of  our  net  receipts 
from  the  business  after  paying  the  rebates,  <fec. ;  the  rates  were 
made  by  the  Pennsylvania  Eailroad  always. 

Q.  That  you  say  was  under  a  contract?  A.  Under  a  con- 
tract. 

Q.  Now,  I  wish  you  would  state  what  the  then  facilities  of 
the  Empire  Transportation  Company  were  for  transporting  oil 
from  the  oil  regions  of  Pennsylvania,  from  the  oil  wells  to  the 
eastern  markets  and  the  seaports  ?  A.  Do  you  mean  as  to  the 
number  of  cars,  and  so  on  ? 

Q.  Yes,  and  their  facilities  generally  for  gathering  the  oil 
and  transporting  it?  A.  They  had  a  thousand,  in  round  num- 
bers, in  tank  cars — iron  tank  cars  for  carrying  crude  oil,  and 
they  had  four  hundred  cars  known  as  rack  cars  for  carrying  re- 
fined oil;  that  was  the  extent  of  their  car  equipments;,  the 
Empire  Transportation  Company  also  owned  or  controlled  the 
Union  Pipe  Line  Company,  which  had  pipe  lines  throughout 
the  region,  reaching  nearly  every  source  of  supply,  and  carry- 
ing oil  to  the  railroad  connection  in  the  region ;  those  were 
the  facilities. 

Q.  Did  the  Empire  Transportation  Company  own  or  control 
any  refining  interests  ?    A.  At  that  time  they  did,  I  believe. 

Q.  "Where  were  their  refineries,  sir  ?  A.  They  had  an  inter- 
est in  a  refinery  at  Communipaw,  at  New  York,  on  New  York 
waters,  close  to  the  Jersey  shore,  and  they  were  building  at 
that  time,  I  think,  a  refinery  at  Philadelphia. 

Q.  State  whether  subsequently,  in  the  year  1877,  the  Em- 
pire Transportation  Company  increased  its  refining  facilities 
by  leases  ?  A.  I  do  not  recollect  that  it  did ;  it  increased  its 
capacity  in  New  York  I  believe  by  increasing  the  size  of  the 
works  there  ;  I  do  not  recollect  that  they  leased  any  refineries. 

Q.  How  was  it  in  Philadelphia  as  to  increasing  their  refin- 
ing interests  ?  A.  This  was  entirely  new  in  Philadelphia ; 
they  commenced  building  in  Philadelphia  either  the  latter 
part  of  1876  or  the  early  part  of  1877, — which  was  not  com- 
pleted till  the  middle  of  1877. 
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Q.  What  was  its  capacity  ?  A.  About  six  thousand  barrels 
of  crude  per  day,  I  think,  was  its  capacity  ;  I  do  not  think 
they  worked  it  up  to  that. 

.     Q.  Are  you  acquainted  with  the  organization  known  as  the 
Standard  Oil  Company  ?     A.  Yes,  sir. 

Q.  Was  the  Standard  Oil  Combination  about  the  1st  of  Jan- 
uary, 1877,  and  shortly  thereafter,  transporting  its  oil  over  the 
Pennsylvania  Railroad,  the  routes  operated  by  the  Empire 
Transportation  Company  ?    A.  It  was — yes,  sir. 

Q.  State  whether  or  not  in  the  year  1877,  and  subsequently 
to  the  1st  day  of 'January,  that  combination  ceased  to  trans- 
port its  oil?  A.  It  did  about  March  or  April,  1877,  cease  to 
ship  any  oil  by  the  Pennsylvania  Railroad  Company's  lines. 

Q.  It  ceased  to  ship  any  ?    A.  Yes,  sir. 

Q.  And  how  long  did  that  condition  of  things  last  ?  A.  Un- 
til the  17th  of  October  of  that  year. 

Q.  That  was  the  date,  sir,  at  which  the  contract  in  evidence 
in  this  case  was  made  (paper  shown  witness)  ?  A.  Yes,  sir ; 
that  day. 

Q.  You  say,  sir,  the  Standard  Oil  Combination  ceased  to 
transport  its  oil  by  the  Pennsylvania  route,  in  March,  I  think 
you  said  ?     A.  In  March,  March  I  think  ;  March  or  April. 

Q.  Can  you  state,  sir,  and  if  so,  please  state  to  the  Master, 
if  you  know  the  reason  why  the  Standard  Oil  Combination  at 
that  time  ceased  to  transport  its  oil  by  the  Pennsylvania 
routes?  A.  Because  the  Empire  Transportation  Company, 
which  was  the  organization  which  transported  the  oil  over  our 
lines,  had  engaged  in  the  business  of  refining  oil.  The  Stand- 
ard Company  complained  to  officers  of  the  Pennsylvania  Rail- 
road Company  that  they  did  not  get  fair  treatment  from  the 
Empire  Transportation  Company  in  the  matter  of  the  distribu- 
tion of  cars  when  cars  were  scarce,  that  they  not  believe  they 
got  as  good  rates  as  the  Empire  Transportation  Company  did, 
and  in  every  possible  way  the  Empire  Transportation  Cam- 
jpany  they  believed  favored  its  own  refiners  as  against  theirs, 
and  they  took  the  position,  and  stated  they  would  not  be  sub- 
ject— they  would  not  transport  their  oil  by  an  organization 
which  was  also  a  rival  of  theirs  in  the  refining  business ;  we 
endeavored  to  try  to  get  those  difficulties  harmonized,  talked 
of  getting  the  Empire  Transportation  Company  to  lease  its 
refineries  to  the  Standard  Oil  Company,  or  put  them  into 
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other  hands,  but  we  did  not  succeed  in  doing  that,  and  bring- 
ing the  two  companies  together  in  that,  and  it  resulted  iu  a 
complete  breach,  and  the  Standard  Oil  Company  took  their 
business  off  our  road,  and  we  had  a  very  severe  contest  from 
the  time  they  did  so  until  the  17th  of  October ;  during  that 
time  the  Empire  Transportation  Company  itself  did  all  the 
refining  it  could  in  competition  with  the  Standard,  and  all  the 
other  refineries  not  connected  with  the  Standard  Oil  Company 
we  induced  to  come  on  our  line  and  ship,  but  we  did  it  at  a 
very  great  loss  to  the  company ;  we  paid  very  large  rebates, 
in  fact  we  took  anything  we  could  get  for  transporting  their 
oil ;  in  some  cases  we  paid  out  rebates  more  than  the  whole 
freight ;  I  recollect  of  one  instance  when  we  carried  oil  to 
New  York  for  Mr.  Ohlen,  or  some  one  he  represented,  at  8 
cents  less  than  nothing. 

Q.  What  time  was  that?  A.  That  was  between  March  and 
the  17th  of  October,  1877 ;  the  way  the  business  was  done  ;  we 
constructed  our  line  to  get  the  business  ;  they  bought  as  own- 
ers of  pipes ;  they  bought  the  oil  we  practically  bought  of 
the  pipe  lines  at  that  time ;  they  bought  the  oil  from  pro- 
ducers, and  we  instructed  them  to  sell  to  the  refiners  in  New 
York  other  than  the  Standard  at  such  prices  as  they  could 
get ;  then  the  difference  between  what  they  paid  for  it  in  the 
region,  and  what  they  got  in  Baltimore,  Philadelphia  or  New 
York,  was  our  freight ;  they  rendered  us  a  statement  every 
month ;  as  I  say,  there  was  oil  carried  there  at  8  cents  less 
than  nothing  during  the  fight;  I  do  not  say  any  large  quan- 
tities, but  oil  was  carried  at  that  rate, — the  rates  were  very 
low  ;  the  difference  between  the  selling  price  in  New  York  and 
the  purchasing  price  we  repaid  to  the  Empire  Line  who  repaid 
it  to  their  shippers. 

Q.  That  is  to  say,  that  the  price  in  the  oil  regions  was  8 
cents  higher  than  at  the  seaboard?  A.  On  that  particular 
lot  I  speak  of,  yes,  sir ;  I  merely  mentioned  that  as  an  in- 
stance of  how  low  we  carried  in  some  cases. 

Q.  Do  you  know,  and  if  so,  explain,  how  the  price  in  the 
oil  regions  became  so  elevated,  and  the  price  at  the  seaboard 
depressed?  A.  That  is  rather  a  difficult  thing  to  explain; 
the  markets  fluctuate  ;  I  am  not;  familiar  with  the  oil  market, 
but  I  know  it  was  the  case  in  this  instance. 

Q.  Was  not  it  because  the  Standard  Oil  Combination  manir 
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pulated  the  maket  ?  A.  They  did  it  to  our  detriment  all  they 
could — no  doubt  about  that;  they  endeavored  to  injure  us 
and  our  shippers  all  they  could  during  that  fight. 

By  Mr.  Mac  Veagh  : 

Q.  You  pursued  the  same  policy,  I  suppose  ?  A.  We  did 
the  same  thing. 

By  Mr.  Acheson  : 

Q.  At  that  time,  through  whom  was  the  Standard  Company 
doing  its  business  from  the  wells  to  the  seaboard  ?  A.  By  the 
New  York  Central  ami  the  New  York  and  Erie,  Bailroads,  the 
Baltimore  &  Ohio  Railroad,  and  to  a  limited  extent  to  Phila- 
delphia by  the  Reading  Railroad,  and  by  the  New  York  &  Erie 
Railroad  to  Waverly,  thence  by  the  Lehigh  Valley  and  Reading 
to  Philadelphia. 

Q.  Prom  the  wells,  how  was  the  Standard  Combination  doing 
its  business  ?  A  Through  the  connections  with  the  several 
roads.  For  instance,  the  Baltimore  road,  they  had  a  pipe-line 
leading  to  Pittsburgh,  by  which  they  transported  oil  to  the 
Connellsville  road. 

Q.  Was  that  pipe  laid  in  1877  ?  .  A.  The  conduit  line  was 
laid  1877  ;  they  used  that  line. 

Q.  Do  you  know  when  the  conduit  line  passed  into  the  con- 
trol of  the  Standard  Oil  Company  ?  A.  Not  of  my  own  direct 
knowledge  ;  I  understood  it  was  about  the  time  we  made  our 
contract,  in  ( )ctober  some  time,  1877. 

Q.  What  were  their  connections  with  the  northern  roads 
from  the  wells  ?  A.  They  had  various  connections ;  the  New 
York  &  Erie  Railroad  got  its  oil  from  Bradford  through  a  pipe- 
line running  directly  to  its  own  road  at  or  near  Olean, 

Q.  Who  owned  that  pipe-line?  A.  Owned  by  the  United 
Pipe  Lines  ;  the  NewYork  Central  got  oil  from  Oil  City  through 
the  Pittsburgh,  Titusville  &  Buffalo  Railroad  to  Titusville  or 
to  Irvineton,  and  thence  over  a  line  fromlrvineton  to  the  Lake 
Shore  Road  ;  I  have  forgotten  the  proper  title  for  it. 

Q.  Ihrough  what  pipes  was  it  received  from  the  wells  ?  A. 
The  United  Pipe  Lines  in  each  case. 

Q.  Who  then  at  that  time  were  in  league  with  the  Standard 
Oil  Company  and  in  combination  against  you  ?  A.  The  New 
York  Central  Railroad,  the  Erie  Railroad  Company,  the  Bal- 
timore &  Ohio  Railroad  Company,  the  Lehigh  Valley  Raili 
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way  Compauy,  and  the  Reading  Railroad  Company  were  the 
railroad  companies  that  transported  the  Standard  Oil  Com- 
pany's oil  in  competition  with  us. 

Q.  And  the  Atlantic  &  Great  Western  ?  A.  Yes,  sir ;  and 
the  connections  of  these  different  roads. 

Q.  State  whether  the  United  Pipe  Lines  were  a  party  to 
that  combination  against  you  ?  A.  Yes,  sir  ;  they  were  to  the 
same  extent  as  the  other  companies  were ;  that  is  to  say,  they 
transported  the  oil  shipped  by  the  Standard  Oil  Company,  or 
for  their  account,  in  competition  with  us  and  in  competition 
with  our  Pipe  Lines  connections. 

Q.  I  understand  you  to  say  that  these  railroad  companies 
you  have  named  united  with  the  Standard  Oil  Company  and 
with  the  United  Pipe  Lines  in  a  combination  against  the  Penn- 
sylvania Railroad  ?  A.  Well,  yes  ;  I  suppose  it  might  be  called 
a  combination  ;  they  transported  their  oil  in  competition  with 
us,  at  rates  we  did  not  know  anything  about;  but  in  compe- 
tition with  us. 

Q.  And  the  Standard,  as  you  have  already  explained-  ma- 
nipulated the  market  ?  A.  I  don't  know  as  I  stated  that 
exactly ;  you  stated  it,  and  I  said  it  might  be  so ;  you  asked 
me  how  the  oil  happened  to  be  sold  at  higher  prices  in  that 
region  than  in  New  York ;  I  said  it  was  because  of  the  fluctua- 
tion of  tha  market  I  could  not  explain  ;  you  asked  me  whether 
the  Standard  Oil  Company  uuanipulated  the  market,  and  I  said 
I  supposed  so,  as  much  as  they  could. 

Q.  Did  you  intend  to  say  that  the  Standard  Oil  Company  in 
your  judgment  depressed  the  market  in  New  York  in  order  to 
coerce  the  Pennsylvania  Road?  A.  I  really  cannot  say  whether 
they  did  or  not  ;  they  were  not  aware  of  this  arrangement  we 
had  with  our  shippers — that  is — I  think  they  were  not ;  they 
believed  we  made  certain  rates  to.  shippers,  and  they  were 
fighting  them  and  not  us. 

Q.  But  they  wave  really  engaged  in  a  war  upon  you  ?  A. 
Undoubtedly,  backed  by  all  these  other  lines  I  spoke  of. 

Q.  Did  you  understand  at  that  time  that  these  railroad  com- 
panies and  the  United  Pipe  Lines  had  united  with  the  Stand- 
ard Oil  Compauy  in  order  to  force  the  Empire  Transportation 
Company  out  of  the  refining  business  ?  A.  I  believe  they  did; 
I  believe  that  was  the  object  of  their  onslaught  upon  us. 

Q.  Iu  the  summer  of  1877,  state  whether  any  of  the  officials 


459 

of  the  Standard  Oil  Company,  or  persons  representing  that 
combination,  were  in  treaty  with  the  Pennsylvania  Railroad 
Company  in  reference  to  the  matter  of  oil  transportation  ?  A. 
They  were,  sir. 

Q.  About  what  time  did  those  negotiations  begin  ?  A.  In 
August,  1877. 

Q.  Who  on  behalf  of  the  Standard  Oil  Company  made  the 
negotiations  with  your  road  ?  A.  Mr.  John  Rockfellar,  the 
President  of  the  company,  and  Mr.  H.  M.  Flagler,  the  Secre- 
tary; there  were  others,  of  course,  who  were  talked  to,  but 
these  were  the  gentlemen  principally  conducting  it. 

Q.  John  D.  Rockfellar  I  believe  is  President  of  the  Standard 
Combination?  A.  President;  yes,  sir;  and  Mr.  Flagler  the 
Secretary. 

Q.  Will  you  name  any  other  parties  connected  with  the 
Standard  Combination  that  were  active  in  the  negotiations 
with  your  road  ?     A.  Mr.  Warden  of  Philadelphia. 

Q.  William  G.  Warden?  A.  William  G.  Warden  to  a  cer- 
tain extent ;  I  think  that  comprises  them  all ;  Mr.  William  G. 
Warden  was  the  only  other  that  took  any  active  part. 

Q.  On  the  part  of  the  Pennsylvania  Railroad  Company,  who 
conducted  the  negotiation  with  the  Standard  people?  A.  I 
did  in  the  outset ;  I  went  to  Cleveland  in  August  of  1877;  I 
went  there  twice, — either  both  times  in  August,  or  once  in 
August,  and  the  second  time  in  the  early  part  of  September ; 
afterwards  they  came  here. 

Q.  Whom  did  you  meet  in  Cleveland?  A.  Mr.  John  Rock- 
fellar, Mr.  Warden,  who  was  staying  there  with  him  paying  him 
a  visit,  and  Mr.  Flagler ;  afterwards  those  three  gentlemen 
came  on  to  Philadelphia,  and  then  Mr.  Scott  took  part  in  the 
negotiation — took  charge  of  the  negotiations. 

Q.  You  mean  Thomas  A.  Scott?  A.  Yes,  sir;  I  was  present 
at  all  the  interviews,  however. 

Q.  Be  kind  enough  to  state  when  those  gentlemen  represent- 
ing the  Standard  Combination  first  met  the  representatives  of 
the  Pennsylvania  Railroad  in  Philadelphia,  and  where  ?  A.I 
cannot  state  the  exact  date  ;  it  was  during  September,  and  it 
was  at  the  St.  George  Hotel. 

Q.  Will  you  now  state  who  were  present  at  that  interview  ? 
A.  Mr.  John  D.  Rockfellar,  Mr.  H.  M.  Flagler,  Mr.  Scott  and 
myself. 
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Q.  Were  there  any  counsel  present  at  that  interview  ?  A. 
No,  sir. 

Q.  I  wish  you  would  state  what  was  the  subject  of  discussion 
at  that  interview,  and  what  it  led  to,  if  anything?  A.  The 
subject  of  discussion  was  to  see  whether  we  could  not  make 
some  contract  or  agreement  with  the  Standard  Oil  Company 
by  which  this  contest  would  cease,  which  was  costing  our  com- 
pany a  great  deal  of  money  and  loss  of  revenue,  and  the  object 
to  be  attained  was  that  of  making  some  arrangement  with  them, 
which  was  done  ;  the  nature  of  the  arrangement  you  have 
before  you  in  this  letter. 

Q.  In  this  contract  of  October,  1877?  A.  Yes,  sir ;  there 
were  other  collateral  questions  involved — the  purchase  by  our 
company  of  the  Empire  Line's  plant  and  rolling  stock,  and  the 
purchase  by  the  Standard  Oil  Company  from  the  Empire  Line 
of  its  refining  interest  and  its  pipe  lines  ;  that  came  about  in 
this  way ;  we  made  up  our  minds  that  it  was  a  mistake  for  the 
Empire  Transportation  Company,  as  a  transporter,  as  repre- 
senting us  in  the  transportation  of  oil,  to  be  in  the  refining  busi- 
ness ;  the  New  York  Central  and  the  Erie  Eailroads,  and  the 
Baltimore  &  Ohio  Railroad  looked  upon  it  with  jealousy,  and 
the  Standard  Oil  Company  also,  and  we  endeavor  to  get  the 
Empire  Line  to  assent  to  disposing  of  its  refining  interest 
which  they  declined  to  do,  and  then  they  said  ".rather  than  do 
that  we  had  rather  you  would  buy  us  out,  and  close  our 
contract  with  you." 

Q.  The  Pennsylvania  Railroad  had  the  option  under  this 
contract  with  the  Empire  Transportation  Company  to  purchase 
it  out?  A-  They  had;  the  position  the  Empire  Line  took  in 
that  matter  brought  up  these  collateral  questions. 

Q.  What  did  the  Standard  people  insist  upon  with  reference 
to  that  purchase  ?  A.  They  simply  insisted  that  they  could 
not  make  any  arrangement  with  us  for  the  transportation  of 
their  oil,  so  long  as  that  transportation  was  carried  on  by  an 
organization  which  was  their  rival  in  the  refining  business ; 
they  insisted  that  the  first  step  towards  making  a  specific  con- 
tract with  them  must  be  that  we,  or  our  representatives  in  the 
oil  business,  must  go  out  of  the  refining  business  ;  in  that  they 
were  supported  by  the  New  York  Central  Railroad,  the  Erie 
Railroad,  and  by  the  Baltimore  &  Ohio  Railroad,  all  of  which 
companies  looked  with  a  great  deal  of  jealousy  upon  our  having 
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any  control  of  the  refining  interest  which  we  had  through  the 
Empire  Line  ;  they  claimed  it  was  not  our  legitimate  business, 
and  that  it  gave  us  a  control  of  the  business  they  did  not  have, 
and  it  was  a  constant  menace  to  them. 

Q>  I  want  to  ask  you  here  when  it  was  that  the  Empire 
Transportation  Company  commenced  to  build  its  refinery  in 
Philadelphia?  A.  It  was  in  the  latter  part  of  1876,  or  the 
early  part  of  1877  ;  I  cannot  exactly  state  when. 

Q.  Was  it  after  the  Standard  had  threatened  to  withdraw  its 
patronage  from  your  road  ?  A.  Well,  they  had  not  threatened 
to  withdraw  their  patronage  from  our  road  at  that  time,  but 
they  had  protested  very  strongly  against  the  Empire  Line  be- 
ing interested  in  that  New  York  refinery  I  spoke  of  before, 
and  had  complained  that  the  Empire  Line  was  giving  facilities 
to  that  refinery  on  account  of  their  interest  in  it  that  they  did 
not  give  to  them,  and  had  been  endeavoring  for  several  months 
to  get  us  to  insist  upon  the  Empire  Line  going  out  of  that 
refining  business. 

Q.  This  refining  business  in  the  City  of  New  York?  A. 
Yes,  sir. 

Q.  And  it  was  subsequent  to  those  complaints  that  the  Em- 
pire Transportation  commenced  its  refineries  in  the  City  of 
Philadelphia?  A.  Yes,  sir,  and  it  was  that  building  of  this 
refinery  here  that  caused  the  final  rupture  with  the  Standard 
Oil  Company. 

Q.  The  Standard  Oil  Company  were  engaged  ki  part  in  re- 
fining oil  at  that  time  ?    A.  That  was  their  business. 

******* 

Q.  At  that  time  the  United  Pipe  Lines  were  co-operating 
with  the  Standard  Oil  Company  ?     A.  Undoubtedly. 

Q.  I  understood  you  to  say  that  the  Standard  people  in- 
sisted that  you  should  purchase  out  the  Empire  Transportation 
Company  ?     A.  No,  sir ;  they  did  not. 

Q.  What  did  they  insist  on  ?  A.  What  I  stated  was  this : 
they  insisted  that  the  first  condition  of  their  coming  back  on 
our  line  to  ship  oil  over  our  road  must  be  that  the  Empire 
Transportation,  which  company  did  all  our  oil  business — rep- 
resented us  in  the  oil  business — must  cease  the  refiuing  of 
oil  in  competition  with  them ;  the  Empire  Transportation 
Company  objected  to  going  out  of  the  refining  business,  and 
called  upon  us  and  asked  us  to  buy  them  out   and  close  out 
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their  contract ;  they  said  they  would  prefer  to  be  bought  out 
and  go  out  of  the  business  entirely  rather  than  to  go  out  of 
the  refining  business. 

Q.  That  is  to  say,  the  Standard  people  insisted  that  they 
should?  A.  Cease  the  refining  of  oil  as  a  rival  of  theirs;  as 
I  said  before,  in  that  they  were  supported  by  the  other  three 
trunk  lines. 

Q.  Who,  representing  those  trunk  lines,  communicated  that 
to  you?  A.  Mr.  Vanderbilt  on  many  occasions  objected  to 
our  having  any  interest  directly  or  indirectly  in  the  business. 

Q.  Was  he  present  at  Philadelphia  ?  A.  No,  sir ;  at  New 
York  he  had  at  various  times  ;  Mr.  Jewett  took  the  same  posi- 
tion ;  both  on  many  occasions  objected  strongly  to  our  com- 
pany, directly  or  indirectly,  or  through  any  of  its  agencies,  be- 
ing interested  in  the  refiniug  business  ;  so  did  the  Baltimore 
&  Ohio  Railroail,  through   Mr.  King,  Mr.  Garrett,   and  others 

at  various  times. 

******* 

Q.  What  other  terms,  if  any,  did  the  Standard  Oil  Combina- 
tion insist  upon  ?  A.  That  was  the  only  point  that  they  in- 
sisted upon  ;  that  was  the  first  condition  that  they  named ; 
then,  when  the  Empire  Transportation  Company  decided  that 
rather  than  sell  out  their  refining  interest,  which  they  thought 
was  bad  policy — there  we  differed  you  know — then  the  ques- 
tion came  up  as  to  who  should  buy  this  plant  of  the  Empire 
Transportation  Company  ;  the  Standard  Oil  Company  wanted 
us — somebody  had  to  buy  it ;  they  offered  to  buy  the  refining 
interest ;  they  wanted  us  to  buy  the  Pipe  Lines  and  cars  ;  we 
objected  to  buying  the  Pipe  Lines  ;  said  that  was  out  of  our 
province,  and  we  insisted  that  they  should  buy  the  Pipe  Lines, 
and  it  resulted  in  their  buying  the  Pipe  Lines  and  the  refining 
plant  property. 

Q.  Did  they  buy  from  the  Empire  Transportation  Company 
or  the  Pennsylvania  Railroad  Company?  A.  They  bought 
direct  from  the  Transportation  Company  ;  we  bought  the  cars 
directly  from  the  Empire  Transportation  Company,  paying 
them  in  car  stock  certificates,  and  thej-  bought  the  refining 
interest  and  pipes,  paying  them  in  cash;  and  the  negotiation — 
the  principal  part  ot  the  negotiation — after  we  got  that  far  was 
to  bring  these  two  parties  together  as  to  the  prices. 

Q.  Where  were  these  negotiations  conducted?  A.  In  Phila- 
delphia. 
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Q.  Who  represented  the  Standard  people  ?  A.  Mr.  Eock- 
fellar  and  Mr.  Flagler  mainly. 

t  Q.  John  D.  Eockl'ellar  ?  A.  John  D.  Eockfellar,  President, 
and  Mr.  Flagler,  Secretary  ;  Mr.  Warden  had  something  to  do 
with  it,  and  I  think  when  the  proceedings  got  pretty  near  the 
close  Mr.  Lockhart  was  here. 

****** 

Q.  Are  we  to  understand  you  that  the  proposition  from  your 
road  was  that  the  Standard  Combination  should  buy  the  Union 
Pipe  Lines  ?  A.  The  Union  Pipe  lines— no,  sir  ;  the  Standard 
Oil  Company  wanted  us  to  buy  the  pipe  lines,  which  we,  as  I 
said,  declined  to  do  ;  we  did  not  care  about  investing  a  large 
sum  of  money  in  that  sort  of  property,  and  we  insisted  that 
they  must  be  the  ones  to  buy  them,  which  they  did  ;  I  am  not 
positive  about  it,  but  I  think  they  afterwards  consolidated 
that  Union  Pipe  Line  with  the  United  Pipe  Line,  but  our 
negotiations  were  entirely  with  the  Standard  Oil  Company ; 
what  they  did  with  the  property  afterwards  I  am  not  positively 
able  to  state,  but  I  think  that  Union  Pipe  Line  property  was 
ali  consolidated  afterwards  with  the  United  Pipe  Line. 
****** 

Q.  When  did  you  finally  come  to  an  agreement  ?  A.  On  the 
17  th  of  October. 

****** 

Q.  Who  were  present  representing  the  various  parties  on 
the  17th  of  October,  1877  ?  A.  When  the  papers  were  finally 
signed  and  the  transfer  made,  you  mean  ? 

Q.  Yes,  sir.  A.  The  meeting  took  place  at  Mr.  Potts'  office 
on  Girard  street,  Philadelphia,  and  there  were  present,  on  be- 
half of  the  Pennsylvania  Eailroad  Company,  Mr.  Scott  and 
myself ;  on  behalf  of  the  Empire  Transportation  Company,  Mr. 
Potts,  Mr.  Houston  and  I  think  Mr.  Thane  ;  on  behalf  of  the 
Standard  Company,  there  were  Mr.  William  Eockfellar,  the 
Vice  President,  Mr.  Flagler,  Mr.  Chester,  who  is  counsel  for 
the  Standard  Company,  Judge  Potter,  of  Philadelphia,  who  is 
counsel  for  the  Empire  Line,  and  there  were  several  other- 
gentlemen  present  connected  with  the  Standard  Oil  Company  ■ 
I  don't  think  I  could  name  them  all. 

Q.  Was  Mr.  Lockhart  present  then?  A.  Mr.  Warden  was 
present,  and  I  think  Mr.  Lockhart. 

Q.  William  Gr,  Warden  and  Charles  Lockhart  ?      A.  Yes,  sir. 
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Q.  Mr.  Charles  Pratt  also  ?     A.  Mr.  Pratt  was  there  also. 

Q.  Mr.  J.  A.  Bostwick  present  ?     A.  Mr.  Bostwick ;  yes,  sir. 

Q.  Mr.  Daniel  O'Day  ?  A.  I  think  he  was  there,  but  I  arri 
not  positive. 

Q.  Do  you  know  what  interest  Mr.  O'Day  was  representing? 
A.  I  do  not ;  I  know  that  he  was  the  manager  of  the  American 
Transfer  Company,  but  what  he  was  representing  there  I  do 
not  know ;  he  has  nothing  to  do  with  us — with  our  negotiation  ; 
oh  !  Capt.  Vandergrift  was  there  also. 

Q.  You  mean  J.  J.  Vandergrift?  A.  Yes,  sir;  known  as 
Captain  Vandergrift. 

Q.  Did  you  understand  at  that  time  that  he  was  President 
of  the  United  Pipe  Lines  ?     A.  I  know  that  he  was  ;  yes,  sir. 

Q.  Whom  was  he  representing  ?  A.  He  is  a  Director  of  the 
Standard  Oil  Company  ;  I  was  not  aware  who  he  was  repre- 
senting  there  ;  he  never  took  any   part  in  the   negotiations 

before. 

******* 

Q.  Was  there  present  any  parties  representing  the  refining 
interest?  A.  Yes,  sir ;  the  paitners  with  the  Empire  Trans- 
portation Company  in  the  refinery  in  New  York,  of  which  they 
were  part  owners ;  they  were  Messrs.  Sone  &  Fleming,  of  New 
York ;  these  gentlemen  were  also  interested  in  the  refinery  the 

Empire  Transportation  Company  had  built  in  Philadelphia. 
******* 

Q.  What  was  done  at  that  interview?  A.  Contracts  were 
signed  ;  this  letter,  which  is  iutended  to  be  a  contract,  the 
letter  addressed  to  Mr.  Scott,  and  his  reply,  were  both  signed 
at  that  meeting  ;  in  the  next  place,  the  contract  between  the 
Pennsylvania  Kailroad  Company  and  the  Empire  Transporta- 
tion Company  for  the  purchase  from  that  company  by  the 
Pennsylvania  Railroad  Company  of  its  cars  and  depots  ;  in  the 
next  place,  the  contract  by  which  the  Standard  Oil  Company 
bought  of  Messrs.  Sone  &  Fleming  and  the  Empire  Trans- 
portation Company,  the  refineries  in  Philadelphia  and  New 
York  ;  also  the  contract  by  which  the  Standard  Oil  Company 
bought  from  the  Empire  Transportation  Company  its  Pipe 
Line  interests,  its  stock  in  the  Union  Pipe  Lines — they  owned 
all  the  stock  ;  that  was  the  form  in  which  it  was  done,  that  of 
transferring  the  stock,  and  then  the  checks  for  the  money  pay- 
ments were  passed. 
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Q.  State  whether  the  Standard  Oil  Company  took  that  Car 
Trust  stock,  or  any  amount  of  it?  A.  As  apart  of  the  general 
arrangement,  the  Empire  Transportation  Company  sold  at  par 
to  the  Standard  Company,  and  that  company  bought  from  them 
the  Car  Trust  stock  issued  for  the  payment  of  the  oil  cars. 

Q.  That  is  to  say,  in  other  words,  that  the  Standard  Oil 
Company  furnish  the  money  to  purchase,  and  took  the  stock  ? 
A.  Exactly  ;  and  took  the  stock ;  our  company  did  not  care  to 
furnish  that  much  cash. 

Q.  You  are  now  speaking  o.f  the  nine  hundred  thousand 
dollars?  A.  Yes,  sir;  the  sixteen  hundred  thousand  dollars 
was  distributed  by  the  Empire  Transportation  Company  to  its 
stockholders  in  liquidation ;  the  payment  for  the  refineries 
which  the  Empire  Transportation  Company  sold  to  the  Stand- 
ard was  made  in  cash ;  so  they  re:illy  got  cash  for  their  re- 
fineries, oil  cars  and  Pipe  Lines. 

Q.  The  Standard  Oil  Company  furnished  all  the  cash  that 
was  paid  on  that  occasion?  A.  They  furnished  the  cash  for 
their  purchases,  and  in  addition  bought  this  Car  Trust  stock. 

Q.  So  that  all  the  money  that  was  paid  was  paid  by  the 
Standard  Oil  Company?    A.  Yes,  sir. 

******* 

Q.  Mr.  Cassatt,  I  notice  in  this  contract  of  October  17th, 
already  in  evidence,  that  there  is  a  provision  contemplating 
that  your  company  might  be  compelled  to  fill  certain  contracts 
for  transportation  made  by  the  Empire  Line  with  refiners  and 
producers ;  can  you  state  what  those  contracts  were,  with 
whom  they  were  ?  A.  They  were  with  a  number  of  refiners 
other  than  the  Standard  Oil  Company  shipping  over  our  line 
— refiners  in  the  oil  regions,  refiners  in  Pittsburgh,  Philadel- 
phia, and  in  New  York. 

Q.  They  were  parties  other  than  the  Empire  Transportation 
Company  ?     A.  Yes,  sir. 

******* 

Q.  Were  those  intimations  [by  the  Empire  Company  to  sell 
out  to  you]  made  for  the  purpose,  if  you  know,  of  resulting  in  the 
selling  by  them  and  the  purchasing  by  your  company,  or  were 
those  references  to  a  sale  made  for  the  purpose  of  inducing 
the  Pennsylvania  Eailroad  Company  to  comply  or  accede  to 
their  terms  with  respect  to  transportation?  A.  I  think  they 
were  made  in  good  faith ;  I  think  that  they  felt  that  rather 
59 
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than  cease  refining,  they  would  prefer  to  go  out  of  the  business ; 
when  that  suggestion. was  first  made,  we  did  not  exercise  the 
option  to  buy  them  out ;  but  after  this  fight,  after  this  contest 
with  the  Standard  Company,  when  we  renewed  our  negotia- 
tions with  that  company,  then  this  suggestion  to  purchase  their 
property  came  from  them  again,  and  tLen  we  acceded  to  it. 

Q.  At  or  about  the  time  that  these  negotiations  between  the 
Standard  and  Pennsylvania  Railroad  Company  came  to  a  set- 
tled form  in  the  contract  of  October  17th,  was  there  a  combi- 
nation or  arrangement  effected  between  the  various  trunk  lines, 
including  the  Pennsylvania  and  the  other  principal  routes  con- 
nected with  the  oil  country,  providing  for  a  distribution  or  di- 
vision of  that  traffic  between  the  lines  ?  A.  No,  sir ;  there 
was  no  combination  of  that  kind  made  between  the  lines ;  the 
sole  arrangement  made  was  that  expressed  in  that  letter. 

Q.  That  is  the  one  adverted  to  in  the  answer  ?  A.  The  17th 
of  October. 

Q.  Was  there  no  stipulation  entered  into,  or  arrangement 
effected  between  the  trunk  lines  looking  to  a  division  of  this 
oil  traffic?  A.  A  contract  made  between  the  trunk  lines  look- 
ing to  a  division  of  the  oil  traffic  ?    No,  sir  ;  there  was  not. 

Q.  Was  there  no  arrangement  effected  which  you  would  not 
characterize  as  a  contract ;  you  say  there  was  no  contract ; 
was  there  no  arrangement  or  understanding  in  some  form  ?  A. 
Not  direct,  sir ;  no  ;  we  understood  at  that  time  that  the  other 
trunk  lines  would  not  object  to  the  arrangement  or  to  the  con- 
tract which  we  made  with  the  Standard  Oil  Company  by  which 
we  were  guaranteed  by  that  company  a  certain  percentage  of 
the  total  shipments  to  the  seaboard. 

Q.  Was  it  your  understanding  that  the  Standard  Oil  Com- 
pany then  had  a  similar,  or  somewhat ,  similar,  contempora- 
neous contract  or  arrangement  with  the  other  trunk  lines? 
A.  We  understood  that  the  other  trunk  lines  would  not  object 
to  this  arrangement  being  made  with  us. 

Q.  Did  your  information  go  so  far  as  to  let  you  know  that 
the  Standard  Oil  Company  had,  in  point  of  fact,  effected  a  sim- 
ilar or  somewhat  similar  arrangement  with  the  other  trunk 
lines,  looking  to  a  division  of  the  oil  traffic?  A.  We  had  no 
direct  information  on  that  subject,  but  we  understood  and  be- 
lieved they  had  an  arrangement  with  the  other  trunk  lines  by 
which  they  made  them  similar  guarantees  of  tonnage ;  just 
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exactly  the  nature  of  that  arrangement  I  do  not  know  any- 
thing about. 

Q.  That  is  the  precise  nature  of  the  agreement  between  the 
Standard  and  the  other  trunk  lines  ?  A.  Yes,  sir  ;  we  had  no 
knowledge  of  it  at  all. 

Q.  How  did  you  get  your  information  as  to  the  existence  of 
some  understanding  or  arrangement  between  the  Standard  and 
the  other  companies?  A.  In  conversations  with  the  officers  of 
the  Standard  Oil  Company,  and  in  conversation  with  officers 
of  the  other  trunk  lines. 

Q.  Was  it  not  fully  and  fairly  understood  between  these 
various  trunk  lines,  including  your  own  company,  that  by  some 
arrangement  made  with  the  Standard  Oil  Company  the  contest 
for  the  oil  traffic  was  regulated,  and  had  become  a  matter  of 
agreement  ?  A.  By  some  arrangement  with  the  Standard  Oil 
Company?  no,  sir. 

Q.  Was  it  not  understood  and  expressly  recognized  between 
these  trunk  lines  through  their  officers,  that  the  oil  traffic  was, 
in  point  of  fact,  to  be  apportioned  between  them  upon  some 
recognized  plan  ?    A.  No;  sir;  there  was  no  agreement  as  to 

there  was  an  understanding  that  the  percentages  which 

we  received  were  to  be  satisfactory  to  the  New  York  lines  and 
the  Baltimore  &  Ohio  Railroad,  we,  on  our  hand,  not  objecting 
to  the  percentage  they  would  receive  ;  but  there  was  no  agree- 
ment between  us  that  this  business  should  be  divided  by  the 
Standard ;  the  Standard  Oil  Company's  agreement  with  us 
stands,  so  far  as  we  know,  by  itself ;  whether  they  have  any 
agreement  with  the  New  York  &  Erie  or  the  New  York  Cen- 
tral, we  don't  know  anything  about. 

By  the  Master  : 

Q.  You  speak  now  of  the  percentage  of  freight  to  be  car- 
ried ?    A.  Of  the  quantity  ;  yes,  sir. 

By  Mr.  Shiras  : 

Q.  I  have  understood  you  to  say  that  you  understood  that 
the  other  trunk  lines  were  satisfied  with  the  percentage  that 
your  road  was  to  get  of  this  traffic,  and  that  you  were  satis- 
fied with  the  percentages  which  they  respectively  were  to  get  ? 
A.  Yes,  sir. 

Q.  How  were  those  percentages  fixed  ?  A.  How  they  were 
fixed  ?     How  were  they  agreed  to  ? 
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Q.  How  were  they  agreed  to  ?  A.  We  had  various  discus- 
sions with  them  during  the  whole  continuance  of  this  contest 
as  to  what  percentage  our  road  should  have. 

Q.  Now,  as  I  understand  you,  about  the  time  this  agreement 
with  the  Standard  was  effected,  it  took  the  shape,  not  of  an 
agreement,  but  it  took  the  place  of  a  contract  in  which  you 
agreed  or  acquiesced  in  the  per  cent,  they  were  to  get,  and 
they  the  percentage  you  were  to  get  ?    A.  Yes,  sir. 

Q.  How  were  those  percentages  fixed  ?  A.  They  were  fixed 
at  a  meeting  in  New  York,  at  which  the  subject  was  discussed5 
and  at  which  the  Erie,  the  New  York  Central  and  the  Balti- 
more &  Ohio  agreed  to  our  having  this  47  percentage,  or  what- 
ever the  percentage  was,  and  in  which  we  assented  to  their 
having  the  percentage  [assigned  to  them  ;  there  was  no  agree- 
ment at  that  time,  however,  that  the  Standard  Oil  Company 
should  make  these  divisions ;  on  the  contrary,  afterwards, 
some  time  subsequent  to  that,  the  Baltimore  &  Ohio  Railroad 
called  upon  us  to  see  that  they  got  their  share  of  the  oil ;  we 
denied  having  made  any  arrangements  of  the  kind  with  them 
and  had  not,  we  simply  assenting  to  their  getting  it ;  we  told 
them  they  must  make  their  own  arrangements  for  getting  it ; 
we  did  not  care  what  they  were. 

Q.  About  what  time  was  that  conference  ?  A.  That  con- 
ference was  some  time,  I  think,  in  September  of  1877. 

Q.  It  was  at  or  about  the  time  of  the  making  of  this  con- 
tract with  the  Standard  ?  A.  It  was  before  that  contract  was 
made. 

Q.  Were  you  present  at  the  time?     A.  Yes,  sir. 

Q.  Who  else  were  present  that  you  remember  ?  A.  I  am 
not  able  to  state  ;  I  don't  recollect  exactly  when  the  confer- 
ence took  place  or  who  was  there,  but  I  know  that  such  a 
meeting  took  place  ;  I  do  not  know  whether  all  the  trunk  lines 
were  represented  or  not — whether  we  didn't  see  one  first  and 
the  others  afterwards  ;  but  the  gentlemen  who  would  represent 
the  trunk  lines  would  be  William  H.  Vanderbilt,  on  the  part 
of  the  Central;  Mr.  Jewett,  on  the  part  of  the  Erie;  Mr. 
Garrett,  on  the  part  of  the  Baltimore  &  Ohio,  and  Mr.  Scott 
and  myself  on  the  part  of  the  Pennsylvania  Railroad ;  we 
had  consultations  with  those  three  gentlemen  ;  I  am  not  sure 
whether  it  was  a  meeting  at  which  they  were  all  present  or 
separate  meetings  ;  I  could  refresh  my  memory  on  that. 
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Q.  "What  was  the  method  taken  or  agreed  upon  between 
yon  as  to  assuring  to  the  respective  companies  their  allotments 
of  the  traffic  ?  A.  There  was  no  method  agreed  upon,  as  I 
before  stated. 

Q.  How,  as  a  practical  railroad  man,  was  it  expected  that 
the  agreement  would  operate ;  how  could  it  be  so  watched  as 
to  insure  this  division  ?  A.  We  made  our  arrangement  with 
the  Standard  Oil  Company  to  get  our  percentage. 

Q.  But  you  don't  know  what  methods  the  others  took  ?  A. 
No,  sir ;  not  of  my  own  knowledge ;  that  was  a  question  in 
which  we  had  no  interest. 

Q.  The  means  by  which  you  say  you  secured  your  share  of 
the  traffic — by  that  you  advert  to  this  agreement  with  the 
Standard  Oil  Company  ?     A.  Yes,  sir. 

Q.  How,  under  that,  would  you  be  assured  or  know  that 
you  were  getting  your  47  per  cent.?  A.  Because  they  con- 
tracted to  give  it  to  us. 

Q.  But  a  contract  is  one  thing  and  the  performance  an- 
other; how  would  the  Pennsylvania  Bailroad  Company  and 
its  officers  be  warranted  in  thinking  or  believing  that  they 
were  getting  their  47  per  cent.  ?  A.  Oh  !  I  understand  you 
now  ;  the  different  roads  exchange  statements  of  the  amount 
of  oil  they  carry,  and  we  make  up  a  statement  for  the  month, 
to  see  whether  we  get  our  47  per  cent.  ;  if  we  do  not  get  it, 
we  call  the  attention  of  the  Standard  Oil  Company  to  the  fact, 
and  they  would  increase  the  shipments  over  our  road  the  next 
month. 

Q.  When  did  the  trunk  lines  begin  that  exchange  of  state- 
ments? A.  The  1st  of  November,  I  think,  1877— shortly  after 
this  agreement  went  into  effect ;  I  think  the  agreement  went 
into  effect  about  the  1st  of  November. 

Q.  In  the  case  of  those  reports  exhibiting  any  casual  in- 
equalities or  departures  from  the  agreed  proportions  to  be 
carried  or  received  by  the  respective  railroad  companies,  what 
were  the  methods  of  correcting  those  inequalities?  A. 
When  we  found  we  were  short  our  percentage,  which  was  the 
only  thing  which  we  had  any  interest  in,  we  called  the  atten- 
tion of  the  Standard  Oil  Company  to  it,  and  cabled  upon  them 
to  make  it  up. 

Q.  Was  that  made  up  by  increased  shipments  at  some  suc- 
cessive period?    A.  Yes,  sir. 

#  *****  * 
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Q.  Did  this  arrangement  between  the  trunk  lines  cover  or 
include  an  agreement  as  to  the  rates  at  whioh  the  oil  should 
be  carried  ?  A.  Yes,  sir ;  there  was  an  agreement  that  the 
rates  should  be  equal  on  the  lines,  and  the  rates  are  fixed,  or 
have  been  fixed  from  time  to  time  by  conferences  between  the 
trunk  lines. 


Examination  adjourned. 

(Copy  of  Pennsylvania  Eailroad  Company,  Exhibit  No.  88, 
Philadelphia,  March  6th,  1879— J.  B.  Sweitzer,  Master). 

Philadelphia,  October  17th,  1877. 
Thomas  A.  Scott,  Pres't  Penn.  B.  B.  Co.  : 

Dear  Sir, — In  consideration  of  the  covenants  by  your  com- 
pany to  be  performed  as  hereinafter  mentioned,  we  will  agree 
as  follows  : 

1st.  It  having  been  agreed  by  the  trunk  lines  that  all  the 
oil  shipped  by  the  trunk  lines  to  the  cities  of  New  York, 
Philadelphia  and  Baltimore,  sixty-three  per  cent,  shall  be 
considered  as  the  proportion  which  would  naturally  go  to  the 
City  of  New  York  ;  and  it  having  been  further  agreed  that  of 
this  percentage  one-third  shall  be  transpbrted  over  each  of  the 
trunk  lines  having  termini  in  New  York,  viz. :  The  New  York 
Central,  Erie  andx  Pennsylvania  Railroads,  we  agree  unless 
the  aforesaid  division  shall  be  changed  by  mutual  consent  of 
said  trunk  lines,  to  ship  such  quantities  of  oil  over  your  lines 
from  time  to  time,  as  will,  when  added  to  the  quantities 
shipped  by  parties  other  than  ourselves,  give  your  line  one- 
third  of  the  shipments  to  New  York  by  the  said  trunk  lines,  or 
twenty-one  per  cent,  of  the  whole  amount  shipped  to  the  three 
cities  above  named  by  the  said  trunk  lines ;  it  being  under- 
stood that  in  stating  the  number  of  barrels  for  the  purpose  of 
making  this  division,  or  for  carrying  out  any  of  the  other 
stipulations  herein  contained,  the  barrel  of  45  gallons  of  crude 
shall  be  the  unit,  and  that  each  barrel  of  the  usual  size  of 
refined  oil  shall  be  counted  as  equal  to  one  and  three-tenths 
barrels  of  crude. 

2d.  It  having  been  agreed,  as  we  are  informed,  between 
your  company  and  the  Baltimore  &  Ohio  Railroad  Company 
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that  of  the  remaining  37  per  cent,  of  the  total  shipments 
aforesaid,  you  should  be  entitled  to  transport  by  lines  owned 
and  controlled  by  your  company  to  Philadelphia  and  Balti- 
more 26  per  cent.,  and  the  Baltimore  &  Ohio  Railroad  Com- 
pany to  Baltimore  by  its  lines  11  per  cent. ;  we  agree,  until 
these  proportions  are  changed  by  mutual  consent,  to  ship 
such  quantities  to  Philadelphia  and  Baltimore  by  lines  owned 
and  controlled  by  your  company,  as  will,  when  added  to 
shipments  of  parties,  other  than  ourselves,  give  for  transporta- 
tion by  your  lines  to  Philadelphia  and  Baltimore  26  per  cent- 
of  the  total  shipments  by  the  four  trunk  lines  to  the  three  sea- 
board cities  above  named. 

3d.  "We  further  agree,  that  the  quantity  of  oil  which  we  will 
ourselves  ship  over  your  line  shall  not  in  any  calendar  year 
be  less  than  two  million  barrels,  based  upon  an  average  pro- 
duction of  not  less  than  thirty  thousand  barrels  per  day.  If 
we  should  fail  to  give  you  the  traffic  herein  named,  we  will 
pay  to  you  a  sum  equal  to  the  profits  which  you  would  have 
realized  upon  the  quantity  in  deficit — provided,  hovever,  that 
you  will  at  all  times  furnish  us  with  transportation,  as  we 
may  reasonably  require  it.    . 

4th.  We  will,  of  the  proportion  of  oil  going  to  Philadelphia, 
refine  as  much  as  is  practicable  in  Philadelphia  as  we  under- 
.  stand  that  you  desire  to  see  the  refining  capacity  of  Phila- 
delphia fully  employed,  and,  if  needful,  increased ;  and  in 
shipping  by  your  lines,  whether  to  Philadelphia,  Baltimore  or 
New  York,  we  will  endeavor  to  deliver  the  oil  to  you  at  points 
from  which  you  will  have  short  hauls  ;  and  to  the  extent  that 
we  can,  we  will  make  the  proportion  of  crude  shipped  as 
large  as  possible,  as  we  understand  its  transportation  to  be' 
more  profitable  to  you  than  that  of  refined  oil. 

5th.  We  ask,  in  consideration  of  the  above  named  guarantee 
of  business  upon  which  it  is  understood  we  shall  pay  such 
rates  as  may  be  fixed  from  time  to  time  by  the  four  trunk 
lines  (which  rates  it  is  understood  shall  be  so  fixed  by  the 
trunk  lines  as  to  place  us  on  a  parity  as  to  cost  of  transporta- 
tion with  shippers  by  competing  lines),  that  you  shall  furnish  us 
promptly  all  the  transportation  we  may  reasonably  require,  and 
that  you  shall  allow  to,  and  pay  us,  weekly,  such  commission  on 
our  own  shipments,  and  the  shipments  which  we  may  control, 
as  may  be  agreed  to  by  your  company  and  the  other  trunk 
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lines  from  time  to  time  ;  this  commission,  it  is  understood,  has 
for  the  present  been  fixed  at  10  per  cent,  upon  the  rate,  and 
shall  not  be  fixed  at  a  less  per  centage,  except  by  mutual 
agreement  of  your  company  and  ours.  Provided  that  no  other 
shipper  of  oil  by  your  line  shall  pay  less  than  the  rate  fixed 
for  us  before  such  commission  is  deducted  ;  and  no  commission 
shall  be  allowed  any  other  shipper  unless  he  shall  guarantee 
and  furnish  you  such  quantity  of  oil  for  shipment  as  will, 
after  deduction  of  commission  allowed  him,  realize  to  you  the 
same  amount  of  profit  you  idealize  from  our  trade;  that  is, 
you  will  not  allow  any  other  shipper  of  oil  any  part  of  such 
commission,  unless  after  such  allowance  you  realize  from  the 
total  of  his  business  the  same  total  amount  of  profit  you 
realize  from  the  total  of  our  business,  except  so  far  as  your 
company  may  be  compelled  to  fill  certain  contracts  for  trans- 
portation made  by  the  Empire  Line  with  refiners  and  pro- 
ducers, which  contracts  termiuate  on  or  before  May  1st,  1878, 
a  statement  of  which  shall  accompany  your  reply  to  this  letter 
— such  contracts  to  be  fulfilled.  We  agree  that  all  the  stipu- 
lations herein  contained  shall  be  carried  out  by  us  for  the 
period  of  five  years  from  the  dsj,te  hereof,  unless  sooner  changed 
or  terminated  by  mutual  consent,  provided  that  you  advise  us 
in  writing  within  ten  days  that  your  company  accept,  and  will 
carry  out,  its  part  of  the  arrangement  for  the  like  term.  In 
entering  into  this  agreement  we  desire  to  put  ourselves  on 
record  as  expressing  our  wish  and  intention  of  making  our 
business  relations  with  your  company  such  that  not  only  your 
main  lines  but  the  connecting  lines  controlled  by  you,  especi- 
ally the  Allegheny  Valley  Railroad,  shall  secure  the  best  pos- 
sible results  from  the  oil  traffic  consistent  with  our  existing  ob- 
ligations to  other  transportation  interests.  We  feel  that  the 
location  of  our  refineries — all  of  which  can  be  reached  by  your 
lines — should  naturally  create  a  close  alliance  between  your 
company  and  ours,  and  that  the  best  results  from  this  important 
traffic  can  only  be  secured  to  yourselves  and  ourselves,  and,  we 
might  add,  to  the  entire  petroleum  interests  of  the  country, 
by  the  establishment  of  friendly  and  mutually  satisfactory 
arrangements  between  us. 

Yours  truly, 

Standard  Oil  Company, 

By  WILLIAM  ROCKEFELLER, 
Vice-President. 
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Office  of  the  Pennsylvania  Railroad  Company,  \ 
Philadelphia,  October  17th,  1877.  j 

William  Rockefeller,  Esq., 

Vice-President,  Standard  Oil  Company. 

My  dear  Sir, — I  am  in  receipt  of  your  letter  of  this  date,  re- 
citing the  understanding  and  agreement  to  exist  between  the 
Pennsylvania  Railroad  Company  aud  your  company,  for .  a 
period  of  five  years. 

I  beg  leave  to  say,  that  the  same  covers  the  whole  basis  of 
the  arrangement,  and  is  satisfactory  to  this  company — the  pro- 
visions of  which  will  be  duly  carried  out  by  it. 

Very  respectfully  yours, 

THOMAS  A.  SCOTT, 

President. 
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Mr.  Cassatt's  examination  resumed  : 

******* 
Q.  You  speak  in  your  testimony  heretofore  of  the  fact  tbat 
an  agreement  had  been  reached  between  the  trunk  lines  as  to 
the  rates  at  which  the  oil  should  be  transported  at  or  about 
the  time  that  the  Pennsylvania  Eailroad  Company  had  entered 
into  a  contract  with  the  Standard  Oil  Company,  already  in 
evidence  ;  I  wish  to  ask  you,  Mr.  Cassatt,  how  the  points  that 
are  known  as  common  points  were  fixed;  what  were  common 
points?  A.  All  points  in  the  oil  regions  are  common  points 
from  which  oil  is  shipped ;  we  do  not  use  the  term  common 
any  longer  ;  that  is  a  term  used  some  years  ago  ;  there  were 
common  points  made  when  there  were  rates  made  from  what 
were  called  local  points.  That  term  is  not  used  any  more  in 
our  arrangements. 

Q.  "When  did  you  depart  from  that  phraseology  ?  A.  When 
we  made  uniform  rates  from  all  points  in  the  regions ;  that 
was,  I  think,  about  1875. 

Q.  Then  if  I  understand  you,  it  is  a  characteristic  of  this 
agreement  between  these  railroad  companies,  that  all  oil  trans- 
ported from  any  point  in  the  oil  producing  territory  to  the  sea- 
board is  regarded  as  starting  from  a  common  point  ?  A.  I  do 
not  exactly  understand  that  term,  common  point ;  it  is  under- 
stood that  the  rate  shall  be  equal  and  uniform  from  all  points 
in  the  region  to  the  same  points  on  the  seaboard,  with  this 
exception,  that  the  rates  on  oil  from  the  Bradford  District  are 
lower  than  from  the  lower  district. 

Q.  Then  there  is  a  distinction  between  oil  transported  from 
the  Bradford  District,  and  that  from  other  districts  of  the  oil 
country  ?  A.  There  is  a  difference  in  the  rate ;  that  is,  the 
rate  from  the  Bradford  District  on  crude  oil  is  lower  than  from 
the  other  districts,  the  distance  being  nearer  somewhat,  and  it 
is  also  made  lower  because  the  oil  is  of  an  inferior  quality,  and 
won't  bear  as  high  a  rate  of  transportation  ;  that  is  one  of  the 
reasons. 

Q.  Is  that  distinction  observed,  so  far  as  you  know,  by  the 
other  carrying  companies  as  well  as  your  own  ?  A.  Yes,  sir  ; 
that  is  part  of  the  understanding  between  the  companies. 

Q.  What  is  that  rate,  Mi-.  Cassatt,  at  which  oil  is  carried, 
and  which  is  agreed  upon  ?     A.  What  is  the  difference  in  rate  ? 

Q.  No ;  first,  what  is  the  rate  from  the  oil  country,  exclusive 
of  the  Bradford  District  ?    A.  On  crude  oil  to  New  York  ? 
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Q.  Yes,  sir.     A.  $1.40  per  barrel  is  the  tariff  rate. 

Q.  What  is  it  from  the  Bradford  District  ?  A.  Twenty-five 
cents  less. 

Q.  This  rate  given  in  this  account  of  May,  1878,  being  30. 
889  per  hundred  pounds,  what  would  that  come  to  at  a  barrel  ? 
A.  We  count  a  barrel  of  crude  oil  at  300  pounds. 

Q.  So  that  this  would  be  three  times  that?    A.  Yes,  sir. 

Q.  That  would  be  ninety-two  cents  and  six  mills?  A.  Yes, 
sir. 

Q.  This  account  between  the    Pennsylvania  Railroad  and 

the  Philadelphia  &  Reading,  already  in  evidence,  shows,  Mr. 

Cassatt,  that  92  cents  and  six  mills  per  barrel  were  charged  ; 

what  became  of  the  balance  between  that  rate,  and  your  tariff 

rate? 

******* 

A.  Under  our  contract  with  the  Reading  Railroad  Com- 
pany, while  we  count  the  barrel  of  oil  at  300  pounds  in  our 
settlements,  and  while  the  45  gallons  of  oil  do  actually  weigh 
about  300  pounds,  by  the  contract  which  the  Empire  Line  had 
with  the  Reading  Road,  which  was  afterwards  assigned  to  us,  a 
barrel  is  counted  at  360  pounds,  and  if  you  will  divide  360  into 
115,  you  will  find  it  comes  to  about  30.889;  as  Mr.  Justice 
called  my  attention  to  now,  and  which  I  recollect  under  that 
contract  with  the  Reading  Railroad,  as  I  said  before,  we  settled 
with  them  on  the  basis  of  360  pounds  to  the  barrel  up  to  last 
November,  when  they  asked  for  a  modification  of  the  contract, 
on  the  ground  that  that  bore  heavily  on  them,  and  we  agreed 
to  modify  it  and  charge  for  the  actual  weight. 

Q.  In  respect  to  that  oil,  that  this  account  shows  was  trans- 
ported from  the  Junction,  and  received  as  from  different  points 
on  the  A.  V.  R.  R.  north  of  that  point,  where  does  the  A.  V. 
R.  R.  Co.  get  its  compensation  for  its  carriage  of  this  same 
oil  ?  A.  We  make  settlements  with  them  similar,  I  suppose, 
in  form  with  the  one  we  made  with  the  Reading  Railroad. 

Q.  That  settlement  is  not  included  in  the  charges  here  ?  A, 
Well,  I  think  not ;  it  does  not  show  the  proportion  due  the 
Allegheny  Valley  Railroad. 

Q.  Why  ?  A.  Well,  this  is  a  settlement  showing  the  Reading 
Railroad  Company  what  is  due  to  it,  and,  of  course,  it  would 
be  unnecessary  to  state  what  was  due  the  other  companies. 

Q.  What  does  the  Allegheny  Valley  Railroad  Company  get 
from  your  company  for  this  transportation  ?     A.  It  gets,  first, 
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a  terminal  of  five  cents  a  barrel,  which  is  taken  ou|i  for  the 
Allegheny  Valley  Eailroad  ;  it  is  a  commencing  charge,  it  is 
not  terminal  exactly  ;  five  cents  a  barrel  is  taken  oujb,  and  then 
the  remainder  of  the  rate  is  pro-rated  on  the  average  distance, 
which  we  have  agreed  upon  between  us  to  be  a  feir  average 
distance,  and  they  get  that  portion,  whatever  it  may  be,  of  the 
rate. 

Q.  Is  that  the  average  distance  between  the  points  where 
the  oil  is  shipped  and  the  point  to  which  it  is  carried  ?  A. 
No,  sir  ;  their  average  haul  out  of  the  total  or  average  distance 
from  the  point  of  loading  to  the  junction. 

Q.  What  rate  is  it  that  you  allow  them  ?  A.  We  take  the 
actual  net  rate  after  paying  all  rebates  and  drawbacks  on  the 
oil ;  then  we  deduct  five  cents  which  we  set  aside  for  them  ; 
then  we  pro-rate  the  remainder  of  the  rate  taking  the  distance 
to  the  seaboard  from  the  point  of  shipment,  and  we  allow  them 
their  proportion  based  upon  this  average  distance  which  is 
assigned  to  them. 

Q.  Then  this  charge,  in  point  of  fact  includes  the  charge  of 
the  Pennsylvania  Railroad  Company  and  the  Alleghany  Valley 
Eailroad  Company  together  ?  A.  This  rate  of  30.889  is  the 
through  rate  to  the  seaboard,  and  that  is  divided  up  among 
the  different  roads  that  transport  oil,  and  divided  in  each  case 
upon  a  different  basis ;  you  see  in  the  case  of  the  Reading 
Railroad  we  count  a  barrel  at  360  pounds,  or  did  then,  and 
then  allowed  them  their  actual  distance,  took  out  certain  ter- 
minals, &c ;  it  was  a  separate  understanding  with  each  road. 

Q.  You  notice  in  the  accounts  furnished  here  for  the  month 
of  May  that  this  first  same  lot,  which  we  take  by  way  of  speci- 
fication of  lot  shipped  from  points  north  of  the  junction  and 
taken  at  the  junction  by  the  Pennsylvania  Railroad,  a  special 
allowance  made  of  five  cents  upon  6,332J  barrels,  which  is 
about  half  of  the  first  shipment  ?  A.  That  is  the  amount  paid 
out  for  lighterage  in  New  York ;  under  our  contract  with  the 
•Standard  Oil  Company,  and  we  do  in  fact  for  all  shippers,  we 
deliver  this  crude  oil  to  any  point  in  the  harbor  of  New  York, 
or  alongside  of  vessels,  and  this  is  what  we  pay  out  to  have 
this  work  done. 

Q.  Do  the  other  railroad  companies  do  the  same  thing?  A. 
They  do  the  same  ;  you  will  observe  in  the  contract  with  the 
Standard  Oil  Companj-,  and  as  I  said  before  we  pursue  the 
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same  practice  with  other  shippers,  we  agreed  so  long  as  we 
had  no  wharves  on  deep  water  to  deliver  to  any  point  in  the 
harbor  or  alongside  vessels. 

Q.  This  same  oil  that  was  shipped  in  May  and  of  which  I 
have  spoken,  I  noticelthat  in  the  month  of  June  the  statement 
furnished  here  exhibits  upon  an  amount  of  12.577  barrels  a  re- 
bate or  reduction  allowed  of  22£  cents ;  what  is  that  ?  A. 
That  is  paid  to  the  American  Transfer  Company. 

Q.  Where  dfd  they  handle  that  oil?  A.  We  have  an  ar- 
rangement with  the  American  Transfer  Company  by  which  we 
pay  them  22^  cents  on  all  crude  oil  received  and  transported 
by  us  ;  we  pay  that  as  a  commission  to  them  to  aid  in  securing 
us  our  share  of  the  trade. 

Q.  Is  the  American  Transfer  Company  a  corporation,  or  is 
it  a  private  association  ?  A.  I  believe  it  to  be  a  corporation  ; 
it  has  a  corporation  name  and  the  officers  of  a  corporation. 

Q.  When  did  it  come  into  existence,  or  when  did  you  begin 
to  deal  with  it  in  this  way  ?  A.  I  think  in  February,  1878,  we 
made  an  arrangement  with  them  by  which  we  paid  them  22£ 
cents  per  barrel  on  all  crude  oil  received  by  us  for  transporta- 
tion ;  we  did'that  in  consequence  of  the  other  roads  having 
done  the  same  thing ;  in  order  to  protect  our  interests  and  se- 
cure our  share  of  the  business  we  thought  it  best  to  do  the 
same. 

Q.  Is  it  a  Pennsylvania  corporation  ?  A.  I  do  not  know, 
sir. 

Q.  Who  are  the  officers  of  it  ?  A.  Mr.  Daniel  O'Day  is  the 
General  Manager. 

Q.  Do  you  know  any  of  the  other  officers  ?  A.  Mr.  Justice 
informs  me  George  A.  Girty  is  cashier ;  I  do  not  know  him 
personally ;  I  do  not  think  I  ever  saw  him,  but  he  is  the 
cashier. 

Q.  Can  you  name  any  of  the  other  officers  or  leading  officials 
connected  with  it  ?    A.  I  cannot,  sir. 

Q.  Can  you  name  any  of  the  stockholders  ?  A.  I  cannot ; 
no,  sir. 

Q.  This  22|  cents  that  you  say  you  agreed  to  pay  them,  to 
what  officer  was  it  paid  ?  A.  I  believe  the  checks  are  made  to 
Girty,'cashier ;  Mr.  Justice  informs  me. 

Q.  Was  your  contract  with  this  American  Transfer  Company 
in  writing?    A.  We  have  no  contract  with  them  ;  there  is  a 
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letter  addressed  to  me,  I  believe,  by  Mr.  O'Day,  asking  to  have 
this  allowance  made  them  and  setting  forth  the  reasons  why 
they  thought  they  should  have  it,  which  I  can  produce  if  nec- 
essary. 

Q.  We  would  like  to  have  a  copy  ?  A.  I  will  send  it  you, 
and  I  think  I  replied  to  him  in  writing,  saying  we  would  make 
it  until  further  notice ;  it  is  not  in  the  nature  of  a  fixed  con- 
tract, it  is  an  arrangement. 

Q.  Will  the  nature  of  the  arrangement  appear  from  his  letter 
and  your  reply  ?     A.  I  think  it  will  fully. 

Q.  What  is  the  business  of  the  American  Transfer  Company 
as  you  understand  it  ?  A.  It  owns  pipe  lines  in  various  parts 
of  the  region,  as  I  understand  it. 

Q.  Do  you  know  any  parts  of  the  oil  country  in  which  they 
have  pipe  lines  ?  A.  I  think  in  all  the  parts;  it  has  pipe  lines 
in  the  Bradford  District ;  it  has  a  pipe  line  running  to  Kane, 
on  the  Philadelphia  &  Erie  Railroad ;  I  understand  it  owns 
and  operates  a  pipe  line  at  Pittsburgh,  and  the  one  which 
formerly  belonged  to  the  Conduit;  I  do  not  know  whether  that 
company  is  still  in  existence  or  not ;  I  think  the  Standard  op- 
erates it ;  I  do  not  know  this  of  my  own  knowledge ;  I  am 
simply  stating  what  I  understand  to  be  the  case. 

Q.  You  have  stated,  Mr.  Cassatt,  that  you  deemed  it  politic 
or  prudent  to  make  this  arrangement,  the  other  railroads  hav- 
ing made  similar  arrangements  ;  how  did  you  become  informed 
of  that  fact  that  the  other  railroads  had  made  such  arrange- 
ments ?  A.  I  was  shown  in  February,  1878,  I  think,  a  state- 
ment of  the  monthly  settlement  made  by  the  New  York  Cen- 
tral and  Erie  Roads  in  which  it  appeared  that  they  paid  an 
allowance  or  commission  larger  than  the  one]  that  we  paid  to 
the  American  Transfer  Company. 

Q.  Who  exhibited  to  you  those  statements  ;  do  you  remem- 
ber ?    A.  Mr.  O'Day,  I  think. 

Q.  You  say  he  showed  you  such  statements,  if  I  understand 
you  ?     A.  He  showed  me  the  monthly  statements  made. 

Q.  Did  he  state  to  you  how  long  those  contracts  had  been 
running  with  the  other  companies?  A.  He  stated  to  me  that 
they  had  been  receiving  that  allowance  since  the  previous 
fall 

Q.  Was  Mr.  O'Day  the  same  Mr.  O'Day  who  was  present  at 
the  interview  when  the  contract  of  October  17th,  1877,  was 
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agreed  upon  ?  A.  I  find,  upon  refreshing  my  memory  a  little 
upon  that,  that  I  can't  say  that  Mr.  O'Day  was  present  at  that 
meeting ;  I  read  over  the  testimony  which  I  have  given  here, 
and  in  which  Mr.  Acheson  asked  me  the  names  of  the  gentle- 
men who  were  there ;  I  think  I  named  one  or  two  who  were 
not  there  ;  I  think  I  made  a  mistake. 

Q.  Do  you  think  that  was  true  in  the  case  of  Mr.  O'Day  ? 
A.  I  don't  think  Mr.  O'Day  was  present,  and  I  don't  think 
Captain  Vandergrift  was  present  on  that  occasion ;  he  was 
probably  on  a  subsequent  occasion,  but  not  then  ;  as  I  stated 
at  the  time,  I  could  not  recollect  all  the  men  who  were  there. 

Q.  Was  there  anybody  there  at  that  time  who  purported  to 
represent  this  American  Transfer  Company  ?  A.  No,  sir  ;  the 
American  Transfer  Company  was  not  represented  at  that  time, 
and  I  did  not  know  of  its  existence  at  that  time  ;  I  don't  think 
I  did. 

Q.  Is  the  Pennsylvania  Eailroad  Company  still  operating 
under  the  arrangement  of  that  contract  with  the  Standard  Oil 
Company  as  of  that  date  ?     A.  Under  that  letter  ? 

Q.  Of  October  ?     A.  Yes,  sir. 

Q.  Do  you  pay  this  rebate  of  22^  cents  upon  all  oil  carried 
by  your  road  ?     A.  Upon  all  crude  oil  carried  by  our  road. 

Q.  Irrespective  of  the  points  from  which  it  is  shipped  in  the 
oil  country?     A.  Yes,  sir,  irrespective  of  that. 

Q.  To  what  point  is  this  money  remitted  and  paid  to  Mr. 
Girty  ;  where  are  his  headquarters  ?  A.  I  do  not  know,  sir  ; 
Mr.  Justice  informs  me  they  are  in  New  York. 

Q.  At  the  time  you  made  this  arrangement  with  the  Stand- 
ard Oil  Company  of  which  you  have  heretofore  spoken,  was  it 
a  feature  of  that  arrangement  that  the  American  Transfer 
Company  was  to  receive  a  rebate  or  allowance  of  22£  cents  for 
oil  carried  ?  A.  No,  sir ;  that  question  was  not  brought  before 
us  until  February,  1878. 

Q.  I  understand  you,  Mr.  Cassatt,  that  this  22J  cents  paid 
to  the  American  Transfer  Company  is  not  restricted  to  oil 
that  passed  through  their  lines  ?  A.  No,  sir  ;  it  is  paid  on  all 
oil  received  and  transported  by  us,  as  I  have  before  stated. 

Q.  What,  by  this  subsisting  arrangement  between  the  com- 
panies, is  the  rate  on  refined  oil  from  the  refineries  to  the  sea- 
board? A.  It  is  $1.90  per  barrel  to  New  York,  and  15  cents 
less  to  Philadelphia ;  $1.75  to  Philadelphia  and  Baltimore. 

61 
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Q.  Please  look  at  this  May  statement,  and  I  observe  here 
that  14,420  barrels  of  a  given  weight  of  refined  oil  is  entered  as 
having  been  carried  from  the  Allegheny  Valley  Railroad,  south 
of  the  junction,  to  Communipaw  ;  that  refined  oil  would  come, 
would  it  not,  sir,  from  refineries  along  the  Alleghany  Valley 
Railroad  between  the  junction  and  Pittsburgh?  A.  Yes,  sir  ■ 
mainly  in  and  about  Pittsburgh. 

Q.  Now,  I  notice  that  that  refined  oil,  that  particular  lot 
which  I  now  refer  to  by  way  of  sample,  is  carried  at  a  rate  of 
47.882  per  hundred  pounds  ;  how  much  would  that  make  a 
barrel?  A.  That  rate  per  hundred  pounds  is  got  at  by  divid- 
ing the  rate  per  barrel  by  the  assumed  weight  of  a  barrel. 

Q.  Which  was  how  many  pounds?  A.  It  is  340  pounds, 
which  would  make  1.62  aud  8  mills;  as  we  make  the  rate  per 
barrel,  it  makes  very  little  difference  whether  we  assume  the 
barrel  to  be  340  or  380  pounds,  because  it  works  both  ways. 

Q.  The  difference  between  the  Exhibit  which  would  show 
1.62  aud  8  mills  was  paid  to  the  Pennsylvania  Railroad  Com- 
pany for  the  carriage  of  this  particular  lot  of  oil,  and  the  figures 
which  you  have  given  as  to  the  total  rate,  $1.90,  is  paid  to  the 
Allegheny  Valley  Railroad  Company  ?  A.  I  believe  so ;  we 
pro-rate  from  the  Junction  then  on  the  other  roads  each. 

Q.  As  you  explained  before  about  the  crude  ?     A.  Yes,  sir. 

Q.  In  this  statement  already  referred  to  in  the  account  be- 
tween the  Pennsylvania  Railroad  Company  and  the  Philadel- 
phia &  Reading  Company,  of  the  month  of  May,  1878,  on  this 
particular  lot  of  14,421  barrels,  which  was  carried  to  Com- 
munipaw from  the  A.  V.  R.  R.  south  of  the  Junction,  we  notice 
that  there  is  an  allowance  or  deduction  made  heie  of  1^  per 
cent.;  what  is  that?  A.  That  is  decreasing  it  to  the  crude 
equivalent. 

Q.  I  notice  that  by  some  mode  of  calculation  the  barrels  are 
converted  into  some  corresponding  amount  of  crude  oil,  or 
supposed  to  be  for  the  purposes  of  carriage  ;  how  is  that  done? 
A.  This  rate  of  $1.90  on  refined  oil  is  made  from  the  mouth  of 
the  pipe  ;  we  agree  for  $1.90  to  transport  a  sufficient  quantity 
of  crude  oil  to  the  refinery  in  Pittsburgh  to  make  a  barrel  of 
refined,  and  to  transport  that  barrel  of  refined  thence  to  New 
York  ;  now,  it  takes  1T3T  barrels  of  crude  (or  we  assume  that 
that  is  the  quantity  which  it  takes)  to  make  a  barrel  of  refined 
oil,  and  the  refinery  having  paid  35  cents  to  the  A,  V-  R.  R, 
Co,  for  each  barrel  of  crude  carried—--™ 
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Q.  That  is,  carried  from  the  place  of  shipment  to  the  re^ 
finery  ?  A.  Yes,  sir  ;  and  it  requiring  1T3T  of  crude  to  make  a 
barrel  of  refined,  we  multiply  35  cents  by  l-ft,  and  we  pay  that 
back  to  the  shipper,  who  pay  us  $1.90  from  the  refinery  to 
New  York. 

Q.  That  35  cents  is  the  rebate  that  you  pay  the  shipper 
after  the  crude  which  has  been  converted  into  refined  has  been 
shipped  east  on  your  road  ?  A.  It  is  refunded  to  him  to  cover 
what  he  paid  to  get  the  crude  to  the  refinery,  and  that  is  done 
to  carry  out  our  agreement  with  him,  which  is  that  $1.90  shall 
cover  that  transportation. 

Q.  And  it  is  allowed  and  paid  him  upon  his  shipment  of  re- 
fined East  ?     A.  Upon  his  shipment  of  refined  East ;  yes,  sir. 

Q.  And  which  is  how  much  on  a  barrel  of  refined  ?  A.  Which 
is  $1.90. 

Q.  Then  how  much  does  the  rebate  of  35  cents  on  the  barrel 
of  crude  make  on  the  barrel  of  refined  ?  A.  It  amounts  to  45J 
cents  ;  that  is  simply  a  method  resorted  to  to  carry  out  our 
arrangement  by  which  $1.90  covered  the  transportation  of  the 
crude  to  the  refinery. 

Q.  Does  the  arrangement  whereby  that  rebate  is  allowed 
apply  to  all  the  other  railroad  companies,  too  ;  do  they  make 
the  same  allowances  ?  Q.  Yes',  sir ;  they  make  their  through 
rate  to  the  seaboard  on  refined  oil  cover  the  cost  of  transporta- 
tion to  the  refinery,  and  I  presume  that  they  have  the  same 
plan  which  we  have,  viz. :  we  allow  that  by  their  rate  on  the 
crude  and  then  refund  it  to  them  after  they  ship  their  refined. 

Q.  Is  the  rebate  or  allowance  the  same,  so  far  as  you  know  ? 
A.  I  presume  that  it  is  ;  I  do  not  know,  how — that  is,  they  pay 
back  whatever  it  costs  to. get  to  the  refineries  ;  it  may  not  be 
the  same,  because  the  rate  from  the  mouth  of  the  wells  to  the 
refineries,  in  Cleveland,  for  example,  may  be  more  or  less  than 
35  cents  a  barrel ;  whatever  it  is  they  pay  back. 

Q.  Now  we  will  refer  to  this  account  of  May,  1878,  and  this 
same  shipment  of  14,42  L  barrels  ;  we  observe  a  special  allow- 
ance with  respect  to  it  of  44^  cents ;  what  is  that  further 
allowance  ?  A.  It  is  an  additional  rebate  paid  to  the  receiver 
of  the  oil. 

Q.  To  the  receiver  of  the  oil  ?  A.  Or  shipper  of  the  oil — 
paid  to  the  shipper  ;  the  net  rate  to  New  York  at  that  time,  by 
agreement  with  the  other  lines,  was  made  $1  per  barrel,  and 
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this  44^  cents  -was  the  additional  rebate  paid  after  paying  45^ 
cents  crude,  equivalent  to  bring  the  rate  down  from  $1.90  to  $1. 

Q.  When  was  that  arrangement  made  by  which  it  was 
brought  down  from  $1.90  to  $1  ?  A.  What  is  the  date  of  that 
settlement  ? 

Q.  This  is  May,  1878,  this  allowance  was  made?  A.  I  can't 
recollect  exactly  when  it  was  made  ;  it  was  made,  whenever  it 
was  made,  to  take  effect  May  1st ;  made  sometime,  probably, 
during  the  early  part  of  May. 

Q.  You  think  it  was  made  to  take  effect  as  of  May  1,  1878  ? 
A.  Yes,  sir. 

Q.  We  observe  a  further  allowance  of  six  cents,  paid  for 
lighterage  ;  that  you  have  already  explained  ?  A.  That  is  not 
an  allowance. 

Q.  It  is  so-called  in  the  paper — special  allowance  for  light- 
erage ?  A.  It  is  the  amount  paid  out  for  doing  that  work  ;  the 
shipper  does  not  get  that. 

Q.  With  respect  to  getting  the  oil  to  the  ships  ?  A.  To  the 
different  ships  ;  yes.  sir. 

Q.  We  notice  here,  Mr.  Cassatt,  in  the  report  of  the  account 
between  the  Pennsylvania  Railroad  Company  and  the  Phila- 
delphia &  Reading  Railroad  Company,  as  of  the  month  of 
July,  that  the  further  allowance  is  made  as  of  the  month  of 
May  of  20  cents  a  barrel  on  this  same  May  shipment  of  14,000 
barrels  and  upwards  ;  what  allowance  was  that?  The  May  ac- 
count shows  no  other  shipment  from  south  of  the  junction,  ex- 
cept one  of  14,481  barrels,  there  appears  to  be  a  few  barrels 
more,  but  evidently  it  is  the  same  shipment?  A.  I  can't  ex- 
plain that  now,  sir  ;  I  don't  understand  it. 

Q.  The  July  voucher  will  show  that,  won't  it?  A.  This  is 
the  May  account,  as  I  understand  it. 

Q.  But  it  is  in  the  July  report,  and  goes  back  to  the  May 
shipment  and  will  appear  in  the  July  account  ?  A.  You  are 
figuring  on  the  July. 

Q.  No,  sir  ;  that  is  the  July  statement  you  have  before  you  ? 
A.  Mr.  Justice  explains  to  me  now  that  in  July,  at  Saratoga, 
by  an  agreement  among  the  trunk  lines,  the  rate  was  reduced 
to  New  York  to  80  cents  per  barrel  net,  clear  of  all  rebates ; 
we  learned  at  that  time  the  fact,  which  the  New  York  Central 
&  Erie  Road  admitted,  that  they  had  made  this  80  cent  rate 
from  May,  and,  under  our  arrangement  with  the  Standard  Oil 
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Company,  we  were  to  make  the  same  rates  that  the  other  lines 
did  ;  we  therefore  rebaterl  to  them  back  the  20  cents — refunded 
it  to  them. 

Q.  Was  that  shipment  of  14,000  and  odd  barrels  there  a 
Standard  Company  shipment  ?  A.  I  presume  it  was ;  yes, 
sir. 

Q.  Why  did  those  companies  put  down  the  rates  at  that 
time  to  80  cents?  A.  I  do  not  know  what  moved  them  to  do 
it  unless  the  trade  required  that  it  should  be  done  ;  that  is  to 
say,  the  trade  would  not  bear  a  higher  rate  ;  after  we  learned 
that  this  had  been  done,  we  made  an  arrangement  or  an  agree- 
ment with  them  that  hereafter  no  rate  should  be  made  except 
on  consultation  with  the  Fother  lines  interested;  no  reduction 
should  be  made. 

Q.  Was  that  feature  incorporated  in  your  arrangements  at 
this  Saratoga  conference?  A.  I  think  that  was  the  time  that 
we  had  an  understanding  with  the  other  roads  that  they  would 
not  make  nny  concession  to  any  of  their  shippers  without  con- 
sultation between  the  four  trunk  lines. 

Q.  In  order  to  save  time  I  will  put  the  question  this  way — 
wherever  in  these  accounts  there  is  a  similar  entry  of  20  cents 
allowed  on  back  shipments  that  have  been  already  reported  in 
these  accounts  between  the  Philadelphia  &  Reading  Railroad 
and  Pennsylvania  Railroad  Company,  it  is  explicable  in  the 
same  way  ?  A.  I  believe  it  would  be  ;  I  could  not  state  that, 
because  there  might  be  some  other  circumstances  affecting  it  ; 
I  think  I  could  slate  that  it  would  be  to  the  best  of  my  knowl- 
edge ;  I  have  not  gone  over  the  papers. 

Q.  Would  that  correction  tend  to  equalize,  in  view  of  what 
the  other  companies  had  done ;  did  that  go  back  to  the  first  of 
May  ?    A.  No,  sir. 

Q.  This  allowance  of  20  cents  was  paid  to  the  shippers?  A. 
Yes,  sir. 

Q.  And  in  the  case  of  these  shipmeuts  of  which  we  have  in- 
quired, that  was  a  Standard  shipment  from  their  refineries  near 
Pittsburgh?  A.  Well,  I  presume  that  it  was,  from  the  fact  of 
this  allowance  having  been  made. 

Q.  Why  would  you  infer  it,  from  the  fact  of  this  allowance 
having  been  made,  that  it  was  a  Standard  shipment?  A.  Be- 
cause that  particular  allowance  was  made  to  the  Standard  Oil 
Company  only  ;  when  I  state  the  Standard  Oil  Company,  you 
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will  understand  that  1  mean  the  Standard  Oil  Company,  or 
some  of  the  organizations  controlled  by  it — some  one  of  the 
parties  who  guaranteed  us  the  percentage  of  traffic  in  that 
agreement. 

'Q.  And  in  the  allowances  by  the  Pennsylvania  Kailroad 
Company  you  pay  them  to  the  Standard  Company,  and  they 
adjust  it  among  their  different  interests,  do  they  not,  sir?  A. 
I  think  not  in  all  cases. 

By  Mr.  MacVeagh  : 

Q.  Do  you  know  really?  A.  Well,  I  have  a  general  know- 
ledge of  how  it  is  done  ;  I  believe  they  have  a  variety  of  their 
organizations  under  their  general  organization,  sub- organiza- 
tions. 

Q.  Does  the  Pennsylvania  Railroad  Company  transact  with 
them,  or  with  the  Standard  Oil  Company?  A.  We  pay  the 
rebates  and  make  the  allowances  to  the  consignee  of  the  oil 
whever  that  maybe;  for  instance,  at  Philadelphia,  to  War- 
den, Frew  &  Co. ;  in  New  York  there  are  several  parties ; 
there,  nearly  all  the  oil  is  consigned  to  J.  A.  Bostivick  &  Co. ; 
generally  I  can  state  that  our  business  is  transacted  with  the 
party  to  whom  the  oil  is  consigned,  whoever  it  may  be  ;  that  is 
to  the  best  of  my  knowledge  ;  there  may  be  exceptions  to  that 
Mr.  Justice  corrects  me ;  he  says  that  on  all  shipments  to 
New  York  consigned  to  any  one  of  the  various  branches  of  the 
Standard  Oil  Company  we  settle  our  transactions  with  the 
Standard  Oil  Company  direct ;  on  shipments  to  Philadelphia 
we  settle  with  Warden,  Frew  and  Co. 

Q.  I  observe,  sir,  that  in  the  account  between  the  Philadel- 
phia &  Beading  and  the  Pennsylvania  Railroad  Company,  of 
the  month  of  July,  1878,  that  there  was  carried  over  the  Al- 
leghany Valley  Railroad,  North  of  the  junction  to  Communi- 
paw,  the  amount  of  61,358^  barrels  of  crude  oil,  and  that  on  a 
portion  of  that,  as  appears  in  the  account  rendered,  there  was 
an  allowance  of  37^  cents,  and  on  another  portion,  of  22J 
cents  ;  what  were  those?  A.  The  allowance  of  22|  cents  was 
made  to  the  American  Transfer  Company,  as  before  stated  ; 
the  37-5  celQfs  was  made  up,  first,  of  an  allowance  of  10  per 
cent,  to  the  Standard  Oil  Company  on  all  shipments  consigned 
to  it — on  all  its  own  shipments,  and  then  an  additional  allow, 
ance  of  15  cents  a  barrel,  which  sometime  in  July  was  agreed 
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to  with  the  other  lines  at  a  meeting  at  Saratoga.  The  allow- 
ance we  actually  made  them  was  this:  We  paid  22J  cents  on 
all  oil  to  the  American  Transfer  Company,  and  then  on  all 
which  the  Standard  Oil  Company  shipped  itself,  we  allowed 
them  10  per  cent,  and  15  cents  additional — 10  per  cent,  on  the 
rate.  Mr.  Justice  informs  me  that  by  some  error  that  addi- 
tional 15  cents  was  paid  to  the  American  Transfer  Company 
through  part  of  the  month  of  July,  but  when  the  error  was 
discovered  it  was  adjusted  between  the  Standard  Oil  Company 
and  the  American  Transfer  Company,  and  they  transferred  the 
amount  over. 

Q.  We  observe  that  some  is  charged  at  one  rate,  and  some 
at  another.  A.  That  was  an  error  iu  the  forepart  of  the 
month,  but  the  1-3  cents  on  that  particular  lot  was  not  charged 
together.  It  is  merely  a  grouping  of  two  items  showing  37^ 
cents  instead  of  one  of  22J  cents  and  the  other  of  15. 

Q.  You  paid  22J  cents  on  all  oil,  and  15  cents  on  part  more? 
A.  Yes,  sir,  you  won't  find  the  15  cents  on  that  oil  elsewhere, 
Q.  Was  this  arrangement  that  was  made  in  July,  1878,  to 
allow  the  Standard  a  further  reduction  of  15  cents  a  barrel 
entered  into  by  all  the  companies  ?  A.  It  was  agreed  to  by  all 
the  companies.  The  agreement  with  the  other  companies  was 
not  that  we  should  allow  it  to  the  Standard  only,  but  that  we 
should  allow  the  additional  15  cents  a  barrel  on  shipments 
until  further  agreement  was  entered  into.  In  point  of  fact  we 
did  allow  it  to  the  Standard  Oil  Company,  and  one  other 
shipper. 

Q.  Who  was  that?  A.  Malcolm  Lloyd,  of  Philadelphia.  I 
don't  know  whether  we  allowed  that  exact  amount,  but  we 
made  a  corresponding  concession  in  rates,  he  being  the  only 
shipper  other  than  the  Standard  Oil  Company  who  was  not 
engaged  in  carrying  oil  in  opposition  to  us  to  Buffalo  and 
thence  by  canal ;  that  was  the  cause  of  this  further  reduction 
in  July. 

Mr.  Mac  Veach — What  was  that  ?  A.  The  fact  that  an  op- 
position route  had  been  opened  to  New  York  by  rail  to  Buffalo, 
and  thence  by  canal  to  New  York,  enabled  shipments  to  be 
made  cheaper  than  by  our  line,  and  forced  us  to  reduce  rates  ; 
to  make  that  additional  concession  in  July  apply  to  all  ship- 
ments except  those  which  were  made  by  that  other  route 
in  opposition .  to  us ;  the  one  shipper  who  was  not  was  Mai* 
eplm  Lloyd, 
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Mr.  Shiras — If  I  understand  you  the  other  companies  agreed 
that  you  should  make  that  allowance?  A.  We  all  agreed 
among  ourselves  that  we  would  make  that  additional  allow- 
ance ;  it  was  not  specified  on  whose  particular  shipment  we 
would  make  it ;  we  might  make  it  on  all  shipments,  or  we 
might  make  it  on  part  of  our  shipments,  but  we  conld  not  go 
below  that;  that  was  the  agreement. 

Q.  In  this  same  lot  of  oil  we  notice  a  still  further  allowance 
of  14  cents  on  13,481  barrels  as  of  the  monthof  July;  what  is 
that  allowance?  A.  That  is  the  10  per  cent.  I  mentioned  a 
few  moments  ago;  10  per  cent  on  the  rate  of  $1.40. 

Q.  That  would  be  on  the  shipments  of  the  Standard  ?  A. 
Yes,  sir. 

Q.  And  that  is  in  addition  to  the  37|  cents  ?  A.  No,  sir;  by 
an  error  that  15  cents  is  included  in  this  case  ;  13  added  to  the 
22J  cents  paid  the  American  Transfer  Company  ;  that  was 
afterwards  corrected.  Of  that  37|  cents  15  should  have  been 
added  to  the  14. 

Q.  By  the  settlement  between  the  Pennsylvania  Railroad 
Company  and  the  Reading  Railroad  Company  as  of  the  month 
of  August,  1878,  we  observe  here  that  there  has  been  a  ship- 
ment carried  to  Com munipaw  from  the  Pittsburgh,  Titusville 
and  Buffalo.     A.  Pittsburgh,  Titusville,  and  Bnffalo. 

Q.  A  carriage  of  31,137  barrels,  and  an  allowance  made  to 
begin  with  of  32J  cents  ;  what  allowance  is  that?  A.  That  is 
refined  oil  ? 

Q.  Yes,  sir ;  what  was  it  carried  for  per  barrel  ?  A.  You 
mean  the  net  rate  or  manifest  rate  ? 

Q.  I  mean  the  tariff  rate  ?     A.  $1.90. 

Q.  What  was  the  actual  rate  ?  A.  If  shipped  to  the  Stand- 
ard Oil  Company  at  that  time  it  would  be  80  cents  a  barrel. 

Q.  It  is  billed  at  $1.51 ;  look  at  the  rebates  or  nllowances 
for  that  lot,  Mr.  Cassatt ;  the  first  one  was  32|  cents  ;  what 
was  that?  A.  That  is  the  crude  equivalent;  that  is  the  cost 
of  getting  the  crude  to  the  refinery  at  Oil  City,  where  this  oil 
was  refined,  the  rate  being  25  cents  a  barrel  and  l^j-  times 
25  would  be  32£. 

Q.  How  much  is  that  on  a  barrel  of  refined  ?     A.  32|cents. 

Q.  You  have  spoken  of  this  6  cents  lighterage  ;  then  there 
is  one  of  64^  cents  ?  A.  That  would  bring  it  down  to  80  cents 
a  barrel,  which  was  the  net  rate. 
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Q.  Then  a  final  one  of  13  cents ;  what  was  that  ?  A.  The 
two  together  were  necessary  to  bring  it  down  to  an  80  cent 
rate  ;  the  total  deductions  from  $1.90  being  the  rate  down  to 
80  cents. 

Q.  Now,  if  you  will  look  at  the  November  account,  Mr.  Cas- 
satt,  you  will  find  shipments  there  of  refined  oil  56,898  barrels  ; 
they  begin  again  with  an  allowance  of  32J  cents  ?  A.  It  is 
the  same. 

Q.  And  then  6  cents  lighterage  ?    A.  Yes,  sir. 

Q.  And  then  the  10  cents  for  terminal  charges  ?  A.  That  is 
paid  to  the  National  Storage  Company. 

Q.  Then  the  64£  and  the  13  together?  A.  Yes,  sir;  they 
are  to  reduce  it  to  the  80-cent  rate. 

Q.  Yes,  sir;  the  10  cents  are  not?  A.  The  64£  cents  goes 
to  the  Standard  Oil  Company  and  the  13  cents,  they  having 
paid  $1.90  ;  that  brings  it  down  to  80  cents  ;  then  there  is  a 
further  allowance  of  10  cents  to  the  Pittsburgh,  Titusville 
&  Buffalo  ;  at  this  time,  before  the  month  of  November,  we 
made  the  arrangement  with  the  Pittsburgh,  Titusville  & 
Buffalo  Road,  by  which  we  paid  them  a  specific  rate  per 
barrel  for  carrying  the  oil  to  Irvineton,  where  it  connects  with 
the  Philadelphia  &  Erie  Railroad  Company ;  that  amount 
was  deducted  before  prorating  with  the  other  road,  with  the 
Reading  Railroad,  as  shown  in  this  receipt. 

Q.  What  rate,  then,  per  barrel,  was  actually  recvived  or  re- 
tained by  the  Pennsylvania  Railroad  Company  on  this  ship- 
ment ?  A.  Eighty  cents  per  barrel ;  that  is  what  the  shipper 
paid  ;  we  had  to,  of  course,  divide  that  rate  with  our  connect- 
ing companies  ;  we  had  out  of  that  also  to  pay  any  terminal 
charges  in  New  York. 

Q.  That  80  cents  was  then  prorated  between  you  and  the 
other  shipping  railroad  companies  co-operating  in  the  trans- 
portation of  the  oil  ?  A.  Yes,  sir ;  26  comes  out  of  the  80  be- 
fore there  is  any  prorate ;  there  is  a  specific  charge  of  10  cents 
to  the  Pittsburgh  Titusville,  &  Buffalo  ;  6  cents  lighterage  and 
10  cents  terminal,   New  York  ;  we   prorate  then  only  from  • 

Irvineton  instead  of  prorating  from  the  point  of  shipment. 
#  *  *  *  *  *  # 

Q.  At  the  time  in  July,  1878,  Mr.  Cassatt,  when  this  reduc- 
tion was  made  on  refined  oil,  was  there  any  corresponding  or 
similar  reduction  made  in  respect  to  crude  ?  A.  There  was; 
yes,  sir  ;  it  was  crude  that  I  stated ;  I  think  I  stated,  the  re, 
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duction  on  crude  some  time  ago  ;  I  stated  that  we  paid  the 
American  Transfer  Company  22|  cents  per  barrel  on  every- 
thing, and  we  paid  the  Standard  Oil  Company  on  its  own  ship- 
ments and  15  cents  per  barrel  additional. 

Q.  You  were  speaking  of  crude  ?     A.  That  applied  to  crude. 

Q.  Then  what  were  the  rates  actually  left  with  respect  to 
crude  and  with  respect  to  refined  ?  A.  On  shipments  of  the 
Standard  Oil  Company,  do  you  mean  ? 

Q.  Yes,  sir.     A.  88^  cents  per  barrel. 

Q.  On  what  ?     A.  On  crude  oil. 

Q.  And  what  on  the  refined  ?  A.  I  have  just  stated  that  the 
refined  we  made  at  80  cents  clear  of  all  drawbacks  and  com- 
missions. 

Q.  How  was  that  reduction  made  from  $1.40  to  88J  cents? 
A.  It  was  made  by  an  allowance  of  22^  cents  to  the  American 
Transfer  Company,  and  by  an  allowance  of  10  per  cent,  to  the 
Standard  Oil  Company  according  to  that  letter,  and  by  an 
additional  allowance  of  15  cents,  making  15J  cents  reduction, 
which  leaves  a  net  rate  of  88£  cents. 

Q.  Was  that  allowance  on  crude  made  to  any  other  shipper 
than  the  Standard  Oil  Company  ?  A.  Not  an  allowance  of 
that  amount  exactly  ;  we  did  make  an  allowance  to  one  other 
shipper,  as  I  before  stated. 

Q.  That  is  to  Mr.  Lloyd  of  Philadelphia?  A.  Yes,  sir  ;  he 
being  the  only  other  shipper  of  crude  over  our  road  that  was 
not  running  oil  over  this  opposition  route  at  reduced  rates. 

Q.  Mr.  Cassatt,  do  you  Lombard  &  Bush,  who  they  are  ? 
A.  Yes,  sir;  I  do  ;  they  are  a  firm  of  refiners  in  New  York. 

Q.  They  are  what  are  spoken  of  here  in  the  testimony  as 
outside  refiners ;  that  is,  not  connected  with  the  Standard? 
A.  They  are  not  connected  with  the  Standard  Oil  Company, 
I  bdlieve. 

Q.  Who  represented  them  in  their  shipping  matters,  Mr. 
H.  C,  Ohlen  ?  A.  He  did  to  a  certain  extent ;  they  repre- 
sented themselves  very  often. 

Q.  When  you  bought  out  the  Empire  Line  in  the  way  you 
have  already  mentioned  were  these  not  outside  New  York 
refiners  holders  of  contracts  with  the  Empire  ?  A.  They 
were. 

Q.  Did  not  these  contracts  that  they  held  with  the  Empire 
,  stipulate  for  equal  rates  with  any  other  shippers  ?  A,  They 
-  did. 
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Q.  I  think  you  stated  that  their  contracts  expired  May  1st, 
1878?  A.  One  or  two  of  them  April  1st,  the  remainder  on 
the  1st  of  May. 

Q.  Did  or  did  not  the  Pennsylvania  Eailroad  Company  al- 
low them  and  the  Standard  equal  rebates  or  allowances  up 
until  the  expiration  of  the  contract?  A.  They  allowed  them 
both  equal  rebates,  10  per  cent,  on  their  shipments  of  refined 
and  crude.  ; 

Q.  After  the  1st  of  May  did  you  or  did  you  not  allow  the 
Standard  Company  and  the  Atlantic  Refining  Company,  and 
Warden,  Frew  &  Company,  and  the  American  Transfer  Com- 
pany, and  the  other  several  parties  that  are  known  as  the 
Standard  Oil  Company  or  combination,  a  rebate  for  the  busi- 
ness of  the  months  of  December,  January,  February,  March 
and  April,  which  was  not  given  to  the  New  York  parties  ? 
A.  We  did  not  allow  them  any  rebate  excepting  the  10  per 
cent,  on  their  shipments ;  as  I  stated  before,  we  allowed 
the  American  Company — a  company  owning  pipe  lines  in  the 
region — a  commission  of  22|  cents  a  barrel,  taking  effect 
February  1st ;  I  mention  that  now,  because  you  mentioned 
in  your    question  the  American  Transfer  Company. 

Q.  Yes;  I  confused  it  as  if  itself  were  a  shipper;  these' 
other  rebates  and  allowances  which  you  have  beep  ex- 
plaining, and  to  which  your  attention  has  been  called  in  these 
particular  accounts,  you  speak,  subject,  of  course,  to  your  ex- 
planations with  respect  to  them  when  you  say  that  you  allowed 
only  the  ten  per  cent.  ?  A.  We  made  them  no  allowances,  ex- 
cepting the  ten  per  cent,  during  the  months  you  named  ;  up 
to  the  1st  of  May  we  charged  the  Standard  Oil  Company  ex- 
actly what  we  charged  the  othe  parties  in  accordance  with 
the  contracts  the  Empire  Company  had  with  them,  and  which 
we  agreed  to  carry  out. 

Q.  Up  to  the  1st  of  May,  1878?  A.  Until  the  contracts  ex- 
pired . 

Q.  Mr.  Cassatt,  was  not,  and  is  not,  this  American  Transfer 
Company  identical  with  the  Standard  People  ?  Is  it  not  an 
instrument  of  theirs  ?  A.  I  have  no  knowledge  on  that  subject 
just  now- 

Q.  Isn't  this  allowance  of  22J  cents  to  the  American  Transfer. 
Company  in  effect  a  disregard  of  the  agreement  that  these 
other  shippers  were  to  have  equal  rates  under  thsse  contracts 
with  the  Empire  ?     A.  I  don't  think  that  it  is,  sir. 
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Q.  In  this  account  that  has  been  furnished  us  by  Mr.  Justice 
of  the  crude  oil  shipments  by  the  Green  Line  during  the 
months  of  February  and  March,  1^78,  to  New  York,  Philadel- 
phia and  Baltimore,  I  notice  an  entry  of  an  allowance  of  an 
aggregate  total  of  $68,758.50  as  paid  to  the  American  Transfer 
Company  through  Daniel  O'Day,  General  Manager ;  is  that  the 
payment  of  this  22-^  cents  of  which  you  have  already  spoken  ? 
A.  Yes,  sir  ;  that  is  ;  so  Mr.  Justice  tells  me. 

Q.  That  would  not  be  22^  cents — that  would  be  only  20 
cents?  A.  The  first  allowance  was  only  20  cents  ;  it  was  af- 
terwards increased  to  22|  cents. 

Q.  Then,  during  the  months  of  February  and  March,  which 
this  gives,  it  was  only  20  cents  ?  A.  I  do  not  know  when  it 
was  to  22^  cents,  but  sometime  in  the  spring  or  summer  of 
that  year. 

Q.  This  you  have  stated,  Mr.  Cassatt,  that  you  agreed  to 
and  did  pay  this  money  upon  being  informed  by  Mr.  O'Day 
that  similar  or  larger  sums  had  been  paid  by  the  other  rail- 
road companies  to  the  American  Transfer  Company  ?  A.  Af- 
ter seeing  the  papers  under  which  the  settlements  between 
those  companies  and  the  American  Transfer  Company  were 
made,  I  had  them  here  in  Philadelphia  ;  they  sent  them  here 
to  me  for  inspection  before  I  agreed  to  make  that  allowance. 

Q.  Mr.  O'Day  exhibited  them  to  you  ?  A.  He  sent  them  to 
me ;  Ihad  them  in  my  possession  for  several  days  and  sent 
them  back. 

Q.  Did  Mr.  O'Day  make  a  demand  for  the  equivalent  off 
your  road  ?  A.  He  asked  that  we  should  make  the  same  al- 
lowance by  letters  which  you  have  asked  me  to  produce,  and 
which  I  will  produce. 

Q.  In  the  account  with  the  Pennsylvania  Railroad  Company 
with  the  Lehigh  Valley  Railroad  Company  for  the  month  of 
August,  1878,  we  notice  a  shipment  from  Clean  to  Communipaw 
of  crude  oil  of  30,644,400  pounds  ?  A.  That  would  make  85 
cents  and  a  fraction  per  barrel. 

Q.  "Where  is  that  rate  from,  Mr.  Cassatt  ?  Is  that  the  Em- 
porium rate,  or  the  Olean  rate  ?  A.  There  is  no  Emporium 
rate ;  it  is  pro  rated  from  the  mouth  of  the  pipe. 

Q.  Am  I  to  understand  that  the  rate  you  give  there  is  the 
rate  from  Emporium  or  from  Olean  ?  A.  From  Emporium  ; 
but  it  would  appear  that  some  reduction  was  made  before  this 
rate  per  hundred  pounds  was  made. 


493 

Q.  Now  you  will  find  a  drawback  paid  of  $34,000,  $41,000  less 
the  $7,000,  the  Buffalo,  New  York  and  Philadelphia  proportion  ; 
conld  you  tell  me  who  that  drawback  was  paid  to  ?  A.  49 
cents  went  to  the  American  Transfer  and  the  Standard  Oil 
Company  under  the  arrangements  which  I  have  already  ex- 
plained. 

Q.  Could  you  give  us  the  net  rate  per  ton  per  mile  upon  that 
haul  ?  A.  It  amounts  to  about  a  cent  and  a  tenth  per  ton  per 
mile  on  the  net  rate,  and  for  November  it  is  about  the  same, 
being  49  cents  per  barrel  rebate  on  $1.15  rate  from  Olean. 

Q.  We  notice,  Mr.  Cassatt,  that  by  the  abstract  of  the  re- 
ports "between  the  Pennsylvania  Eailroad  Company  and  the 
Lehigh  Company  for  the  month  of  November,  1878,  there  was 
shipped  from  Olean  to  Communipaw,  128,21 1£  barrels  of  crude 
oil,  at  the  rate  of  $1.15  per  barrel,  and  which  earns,  according 
to  this  statement,  the  sum  of  $147,443.55,  and  that  the  deduc- 
tions are  placed  at  the  sum  of  $99,167.05  ;  how  much  after 
those  deductions  were  made  was  lett  to  be  pro-rated  upon  that 
lot  of  oil  between  the  carrying  companies  per  barrel  ?  A.  About 
38  cents  a  barrel. 

March  21,  1879. 
Examination  of  Mr.  Cassatt  continued  and  concluded. 

Q.  Mr.  Cassatt,,  have  you  found  the  letters  which  you  were 
to  furnish  this  morning?  A.  Tes,  sir;  (witness  hands  Mr. 
Shiras  copy  of  letter,  dated  February  15, 1878,  being  marked 
Exhibit  45,  and  a  copy  of  letter  dated,  May  15,  1878,  being 
Exhibit  No.  46.) 

Q.  Mr.  Cassatt,  in  your  testimony  yesterday,  you  stated — if 
I  understood  correctly — that  at  the  conference  between  the 
railrond  managers  that  took  place  in  July,  1878,  at  Saratoga, 
when  the  rates  were  cut  down  to  80  cents  per  barrel,  that  these 
rates  were  allowed  to  the  Standard  and  its  shippers,  and  not  to 
the  outside  shippers  ;  am  I  right?  A.  You  are  referring  now 
to  the  rate  of  refined  oil  ? 

Q.  Yes,  sir  ?  A.  I  am  not  aware  that  there  were  any  out- 
side shippers  of  refined  oil,  so  called ;  I  do  not  know  of  any  re- 
finers in  the  region  or  in  the  west  that  were  shipping  refined 
oil  by  our  road. 

Q.  Excepting  those  who  belonged  to  the  Standard?  A. 
Yes,  sir ;  the  reduction  on  crude  oil  rate,  however,  was  made 
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to  only  apply  to  the  Standard  Oil  Company  and  to  Malcolm 
Lloyd  of  Philadelphia. 

Q.  Then  did  I  apprehend  you  correctly  ;  what  was  that  re- 
duction of  the  crude  oil  to  the  Standard  ?  A.  It  was  an  addi- 
tional rebate  of  fifteen  cents  per  barrel. 

Q.  The  open  rate  at  that  time  to  all  shippers  was  how  much  ? 
A.  $1.15  and  $1.40  respectively. 

Q.  And  the  rate  to  the  Standard  was  then  how  much  ?  A. 
It  was  14  cents  off  the  $1.40  rate,  and  15  more,  making  29, 
and  11^  and  15,  making  26|  for  the  $1.15  rate. 

Q.  And  then  the  refined  was  80  cents  ?  A  Eighty  cents  net 
to  the  Standard. 

Q.  And  to  all  others  $1.90  ?     A.  $1.90  less  44J. 

Q.  I  understand  you  to  say,  Mr.  Cassatt,  that  the  nature  of 
this  American  Transfer  Company,  as  to  whether  it  is  a  Penn- 
sylvania or  New  York  corporation,  you  don't  know  ?  A.  I  do  not 
know,  sir. 

Q.  Do  you  remember  when  first  your  company  came  into 
contact  with  it  ?  A.  I  think  the  first  knowledge  I  had  of  there 
being  such  a  company  was,  when  Mr.  O'Day,  in  February 
asked  this  commission  to  be  paid  to  them,  and  explained  to 
me  what  pipe  lines  they  owned  and  controlled,  and  what  the 
other  roads  had  been  doing  for  them. 

Q.  It  was  in  February,  1878  ?  A.  I  think  so  ;  I  do  not  think 
I  had  any  knowledge  of  this  before  ;  up  to  that  time  I  sup- 
posed the  pipe  lines  which  were  controlled  and  owned  by  the 
American  Transfer  Company  were  controlled  by  the  united  lines. 

Q.  When  did  these  shipments  by  way  of  canal  that  were 
sent  to  Buffalo,  and  of  which  you  spoke  yesterday,  begin  ?  A. 
I  think  sometime  in  July. 

Q.  What  year  ?  A.  July,  1878,  or  possibly  earlier  than  that; 
I  can't  say  positively.  #  *  *  * 

From  July  to  November  there  was  a  net  rate  made  to  Philadel- 
phia of  66|  cents,  13i  cents  less  than  the  net  rate  to  New  York. 
*  *  *  *  *  *■  # 

Q.  Those  were  the  rebates  that  were  allowed  then  ?  A.  Yes, 
sir. 

Q.  There  was  no  such  rebate  allowed  others  ?  A.  There 
were  rebates  allowed  to  Malcolm  Lloyd,  who  was  the  only 
other  receiver  of  petroleum  in  Philadelphia. 

Q.  What  were  the  rebates  allowed   him  ?     A.  They  were 
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such  as  to  bring  his  net  rate  down  to  within  a  few  cents  of  the 
Standard  rate. 

Q.  With  respect  to  these  Standard  rebates  that  were  al- 
lowed on  their  shipments  to  Philadelphia  of  refined  and  crude, 
to   whom  were  they  paid  ?     A.  To   Warden,  Frew  &  Co.,  of 

Philadelphia. 

******* 

Q.  Now,  as  to  the  history  of  the  oil  transportation  ;  I  wish 
you  would  state  whether  or  not  this  oil  about  which  we  have 
been  inquiring  is,  or  is  not,  wholly  produced  in  the  State  of 
Pennsylvania  for  which  you  have  been  competing?  A.  It  is  not. 

Q.  What  proportion  of  it  is?  A.  A  part  of  it  is  produced 
in  the  State  of  New  York  ;  I  can't  state  the  exact  proportion, 
but  a  considerable  proportion. 

Q.  What  district  is  that  known  as  ?  A.  That  is  the  Brad- 
ford District. 

Q.  How  long  has  the  Bradford  District  been  producing  oil 
in  considerable  quantities  ?  A.  I  think  for  about  four  years  ;  I 
can't  be  positive  as  to  that ;  I  have  forgotten  when  ;  I  think 
.  the  date  of  this  contract,  if  I  am  allowed  to  refer  to  the  date  of 
the  contract  between  the  Empire  Line  and  the  Buffalo,  New 
York  and  Philadelphia  Road,  will  show  that  it  was  about  that 
time  that  they  first  commenced  to  produce  oil. 

Q.  When  was  your  attention  first  directed,  as  representing 
the  Pennsylvania  Railroad  Company  in  its  transportation  busi- 
ness, to  the  Standard  Oil  Company  as  a  customer  of  the  road  ? 
A.  My  first  connection  with  the  oil  business  of  the  Pennsyl- 
vania Railroad  Company  was  in  the  spring,  I  think,  of  1873  ; 
at  that  time  the  Standard  Oil  Company  was  not  shipping  over 
the  Pennsylvania  Railroad,  but  was  shipping  over  the  Erie  and 
New  York  Central  roads. 

Q.  Shipping  from  where  ?  A.  Shipping  mainly  from  Cleve- 
land. 

Q.  In  small  or  considerable  quantities  ?  A.  In  very  large 
quantities ;  they  were  the  largest  refiners  at  that  time  in  the 
country  ;  subsequently  to  that  they  consolidated  with  Warden, 
Frew  &  Co.  of  Philadelphia — bought  them  out  and  paid  them 
in  stock ;  Warden,  Frew  &  Co.  had  been  before  that  our 
largest  customers ;  all  other  of  our  largest  customers  had 
failed;  I  think  I  am  correct  in  stating  that  they  had  failed  at 
pr  about  that  time. 
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Q.  They  had  ceased  the  refining  business  at  any  rate,  had 
they  ?     A.  They  had,  I  believe. 

Q.  Failed  to  ship  in  considerable  quantities  by  your  line  ? 
A.  I  meant  failed  financially,  and  in  1875, 1  think  it  was,  we 
made  our  first  contract  with  the  Standard  Oil  Company  for  the 
reason  that  we  found  they  were  getting  very  strong,  and  they 
had  the  backing  of  the  other  roads,  and  if  we  wanted  t6  retain 
our  full  share  of  the  business  and  get  fair  rates  on  it  it  would 
be  necessary  to  make  arrangements  to  protect  ourselves. 

Q.  Up  to  that  time  had   any  arrangement,    so  far  as  you 

know,  been  made  with   the   Standard   Oil  Company  by  the 

Pennsylvania  Railroad  Company  ?     A.  None  had  been  made  ; 

no,  sir. 

******* 

Q.  State  whether  or  not  there  was  anything  in  the  situation 
of  the  refining  works,  or  in  its  conduct  of  its  business  in  the 
oil  regions,  which  gave  the  Pennsylvania  Railroad  Company 
any  decided  advantage  in  competing  for  that  traffic,  over  other 
trunk  lines,  or  whether  the  Standard  could,  if  it  chose,  ship 
over  the  other  trunk  lines,  to  the  exclusion  of  the  Pennsyl- 
vania ?  A.  It  could  do  so,  and  in  fact  did  so  ;  from  the  spring 
of  1877  until  October  17th  they  did  not  ship  a  barrel  over  our 
road. 

Q.  Can  you  state  any  reason  why  the  Standard  should  be 
willing  to  pay  you  a  higher  price  for  shipping  its  oil  than  it 
could  secure  its  shipment  for  over  the  lines  of  your  rivals  or 
your  competitors  ?  A.  I  know  of  no  reason  why  they  should 
do  so. 

Q.  Have  you,  to  the  best  of  your  knowledge  and  belief,  ever 
shipped  a  barrel  of  oil  for  the  Standard  at  less  price  than 
could  secure  a  shipment  of  the  same  over  the  lines  of  your 
rivals  ?  A.  To  the  best  of  my  knowledge  and  belief,  we  have 
never  carried  a  barrel  of  the  Standard  oil  at  a  lower  rate  than 
the  rates  of  the  other  roads ;  I  know  of  certain  occasions 
when  we  got  a  little  better  rate. 

By  Mr.  Shieas  : 

Q.  That  is,  than  the  rates  of  the  other  roads  to  the  Stand- 
ard?   A.  Yes,  sir. 

By  Mr.  MacVeagh  : 

Q.  What,  in  your  judgment,  was  the  occasion  of  the  notice 
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from  the  Standard  to  your  company  in  the  spring  of  1877  that 
it  would  cease  to  ship  oil  over  your  lines  ?  A.  Thoy  stated 
there  reasons  not,  perhaps,  in  the  formal  notice,  but  in  many 
interviews  between  us,  to  be  that  they  objected  to  the  Empire 
Transportation  Company,  which  was  the  organization  having 
charge  of  the  i,i\  traffic  of  the  Pennsylvania  Railroad  and  its 
connecting  lines,  being  in  the  oil  refining  business  as  a  com- 
petitor of  theirs;  they  claimed  that  in  many  ways  this  gave  the 
Empire  Transportation  Company  the  advantage,  if  they  chose 
to  take  the  benefit  of  it,  and  believed  that  they  did  take  advan- 
tage of  them  in  the  distribution  of  cars  and  in  many  ways. 

Q.  At  that  time  were  any  of  your  competitors  for  the  busi- 
ness of  the  Standard  Oil  Company  engaged,  or  likely  to  en- 
gage, in  the  refining  business  as  a  competitor  of  the  Standard? 
A.  No,  sir;  they  were  not;  on  the  contrary,  they  protested 
strongly  against  our  having  any  direct  or  indirect  interest  in, 
or  control  over  the  refining  business ;  they  claimed  that  the 
Empire  Transportation  Company  controlled  a  refining  busi- 
ness gave  us  indirectly  a  control  of  the  refining  interest,  and 
that  that  gave  us  an  advantage  over  them  they  would  not  sub- 
mit to. 

Q.  In  other  words,  was  or  was  not  the  complaint  that  you 
were  annexing  to  the  business  of  transportation  by  the  indi- 
rect mode  of  using  the  Empire  Transportation  Company  as  a 
refiner,  the  business  of  a  manufacturer  also  ?  A,  They  claimed 
that. 

Q.  And  were  thus  at  the  same  time  assuming  an  unfair  rela- 
tion to  the  other  transporting  companies,  and  to  the  Standard 
as  a  refining  company  ?     A.  That  was  their  statement. 

Q.  Was  or  was  not  the  effort  to  compel  you  to  adopt  that 
view  the  real  cause  of  the  struggle  in  the  oil  traffic  in  the  sum- 
mer of  1877  ?     A.  It  was. 

Q.  Did  or  did  not  the  Pennsylvania  Railroad  Company  en- 
deavor for  a  number  of  months  to  maintain  the  right  of  the 
Empire  Transportation  Company  to  engage  in  the  business  of 
refining?  A.  It  did  from  the  spring  of  1677  until  October  the 
17th  ;  it  carried  on  a  contest  with  the  other  roads,  the  object  on 
the  pari;  of  the  other  roads  being  to  compel  us  to  take  the 
Empire  Transportation  Company  out  of  the  refining  business. 

Q.  And  did  or  did   not  the  Standard  join  heartily  in  the 
effort?    A.  It  did. 
63 
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Q.  So  far  as  your  knowledge  extends,  was  there  any  division 
of  counsels  whatever  on  that  subject  between  the  other  three 
trunk  lines  and  the  Standard  Company ;  or  were  they  all 
heartily  in  accord  in  the  effort  to  compel  you  to  cease  from  being 
a  manufacturer  by  means  of  the  Empire  Transportation  Com- 
pany? A.  They  were,  Ibelieve,  entirely  in  accord  on  that  subject. 

Q.  You  stated  before,  substantially  that,  and  you  also  stated, 

as  I  recollect  your  testimony,  that  you  supposed  the  United 

Pipe  Line  was  a  party  to  that  arrangement ;  have  you  any 

knowledge  on  that  subject,  or  is  there  any  correction  of  your 

testimony  in  that  regard  that  you  desire  to  make  ?    A.  I  really 

have   no   knowledge   of  the  fact  that   the  United  Pipe  Lines 

united  with  the  other  roads  and  the  Standard  Oil  Company  to 

make  this  warfare  upon  us. 

******* 

Q.  Have  there  been  instances  of  the  result  of  such  continued 
strife  within  your  knowlege  as  engaged  in  the  business  of 
transportation  ?  A.  Yes,  sir ;  I  could  give  you  an  instance  to- 
day, for  example. 

Q.  What?  A.  To-day  we  are  carrying  grain  from  Chicago 
to  New  York  for  15  cents,  out  of  which  we  are  paying  3^  light- 
erage in  New  York,  making  11J  cents  for  transportation  includ- 
ing car  service  ;  if  you  take  off  the  30  per  cent.,  as  these  gen- 
tlemen did  yesterday,  for  car  service,  it  leaves  something  less 
than  two  mills  per  ton  per  mile  that  we  are  getting. 

Q.  What  is  the  cause  of  that  rate  in  your  judgment  ?  A. 
Simply  caused  by  competition  with  the  other  roads. 

Q.  Is  that  a  paying  rate?    A.  I  don't  think  it  a  very  paying 

rate  ;  I  don't  think  any  railroad  company  could  pay  expenses 

on  that  rate. 

******* 

Q.  Now,  Mr.  Cassatt,  while  this  contest  was  going  on 
between  the  Pennsylvania  Railroad  Company  on  behalf  of  the 
Empire  Transportation  Company,  and  the  three  other  trunk ' 
lines  on  behalf  of  the  Standard  Oil  Company,  state  who  con- 
tinued to  ship  over  your  lines  ?  A.  The  refiners,  known  and 
spoken  of  here  as  the  outside  refiners — the  refiners  other  than 
the  Standard  Company. 

Q.  On  what  terms  were  those  shipments  made ;  that  is, 
were  they  on  terms  which  shared  with  you  the  loss  of  that 
struggle?  A.  I  don't  think  that  made  any  loss  to  the  refiners ; 
the  business  was  done  in  this  way  :  the  oil  was  bought  in  the 
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oil  regions  by  the  Empire  Transportation  Company  ;  that  is, 
the  crude  oil,  and  was  sold  in  New  York  to  the  refiners  at 
whatever  price  they  could  get  for  it ;  that  is,  the  Empire 
Transportation  Company  ;  I  presume  the  refiners  did  not  pay 
them  more  for  their  oil  than  they  could  afford  to  pay  and  make 
a  margin  ;  in  fact,  whatever  was  left  as  the  difference  in  the 
selling  price  and  the  buying  price  was  our  freight ;  I  believe 
the  refiners,  as  a  whole,  made  money ;  in  fact,  several  of  them 
have  told  me  that  they  did  during  that  struggle  make  money ; 
how  much  I  do  not  know,  but  they  certainly  didn't  make  any 
loss  ;  we  stood  what  loss  there  was. 

Q.  And  during  that  time,  the  Empire  Transportation  Com- 
pany was  buying  and  selling  oil  and  settling  with  you  for  the 
differences  as  the  freight?  A.  The  Empire  Transportation 
Company  was  buying  oil  in  the  region,  selling  it  in  New  York, 
and  settling  with  us  for  the  difference ;  I  should  state  that  the 
Empire  Transportation  Company,  through  its  control  of  the 
Union  Pipe  Line,  had  been  for  some  time  buying  oil ;  all  the 
pipe  lines  in  the  region  had  been  in  the  habit  of  buying  oil  in 
order  to  get  .transportation  ;  they  bought  the  oil  at  the  wells 
and  sold  it  at  the  mouth  of  the  pipe. 

Q.  Had  the  tendency  of  this  buying  been  to  increase  or 
diminish,  during  the  six  months  it  lasted,  your  rates  for  carry- 
ing oil  ?  A.  At  the  outset  we  got  very  nearly  the  rates  we  had 
been  getting  before  the  abrogation  of  the  contract ;  each  month, 
I  think  I  am  correct  in  stating,  the  rates  were  less  than  the 
previous  one,  and  it  was  drifting  very  rapidly  into  a  condition 
of  affairs  where  we  probably  would  have  got  no  rates  at  all  as 
far  as  we  could  judge  from  experience  in  other  competitive 
business. 

Q.  As  an  executive  officer  of  the  Pennsylvania  Railroad 
Company,  do  you  believe  that  company  could  have  continued 
that  contest  without  serious  injury  to  its  business  ?  A.  I  don't 
think  we  could ;  I  think  in  a  very  short  time  we  would  have 
been  carrying  oil  as  low  as  oil  is  being  carried  to  competitive 
points,  and  as  low  possible  as  we  are  carrying  grain  to-day ; 
the  peculiarity  of  all  these  contests  is  that  they  never  get  any 
better — they  get  worse  as  you  go  along  ;  each  road  is  trying 
to  undercut  the  other  constantly,  and  that  results  in  a  settling 
down  process,  which  cuts  the  rates  down  to  a  very  low  figure 
very  soon. 
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Q.  You  have  spoken  of  the  three  trunk  lines  which  compete 
with  you  for  this  traffic ;  have  you  any  knowledge  of  the  rates 
allowed  to  the  Standard  during  the  continuance  of  the  struggle 
by  those  lines  ?     A.  I  have  not. 

Q.  Have  you  any  judgmeut  from  the  character  of  the  busi- 
ness and  the  market  price  of  oil  at  the  time  ?  A.  I  know  that 
they  carried  it  at  exceeding  low  rates  ;  I  am  inclined  to  think 

that  they  carried  at  lower  rates  than  we  carried. 

******* 

Q.  "What  about  the  New  York  canal?  A.  Oil  was  trans- 
ported during  the  summer  of  1878  by  that  method. 

Q.  And  not  before  that,  to  your  knowledge':1  A.  Yes;  in 
previous  years  it  has  been  carried  from  Cleveland  to  Buffalo 
by  water,  and  thence  by  canal  to  New  York. 

Q.  In  1877  ?  A.  Prior  to  1877  ;  I  don't  think  it  was  done  in 
1877  ;  it  was  not  done  in  1877,  because  the  Standard  Oil  Com- 
pany controlled  all  the  refineries  in  Cleveland  at  that  time,  and 
under  their  contract  with  the  different  trunk  lines  I  believe 
they  were  compelled  to  ship  all  their  oil  by  rail. 

Q.  That  is  what  I  wanted  to  get  at  ?  A.  That  is  a  route  that 
has  alwaj'S  been  open  for  transportation. 

Q.  Then,  in  addition  to  the  three  trunk  lines  you  have  men- 
tioned as  your  competitors,  there  is  a  line  down  the  Ohio  river 
and  via  the  Chesapeake  &  Ohio  Railroad  to  Richmond  and 
thence  to  Europe  ?     A.  Yes,  sir. 

Q.  There  is  also  a  line  by  the  Welland  Canal  to  Montreal, 
and  thence  to  Europe,  and  there  is  also  a  line  by  lake  to  Buf- 
falo and  the  Erie  Canal  to  New  York  ?     A.  Yes,  sir. 

Q.  You  have  already  stated,  as  I  understand  it,  that  you  be- 
lieve during  the  continuance  of  this  fight,  the  Standard  Oil 
Company,  controlling  all  the  refineries  of  Cleveland,  shipped 
all  its  refined  oil,  by  virtue  of  its  contract  with  the  other  trunk 
lines,  by  rail?     A.  Yes,  sir. 

Q.  Now  this  settlement  of  this  fight  was  made  in  October, 
1877?    A.  October  17th,  1877. 

Q.  Did  the  water  communication  remain  open  much  longer 
after  that,  if  you  know,  for  that  season  ?  A.  The  lakes  usually 
close,  I  think,  about  the  middle  of  November. 

Q.  Do  you  know  whether,  as  a  matter'  of  fact,  after  the  set- 
tlement there  was  any  oil  shipped  except  by  rail  ?  A.  There 
was  not ;  no,  sir. 

Q.  During  that  season  ?     A.  There  was  not. 


501 

Q.  By  the  contract  you  put  in  evidence,  which  speaks  for 
itself,  however,  there  was  to  be  a  deduction  of  ten  per  cent,  on 
the  oil  shipped  by  the  Standard?  A.  Yes,  sir  ;  that  is,  not  less 
than  ten  per  cent. 

Q.  Now  how  long  did  that  arrangement  of  a  deduction  o* 
ten  per  cent,  only  continue  ?     A.  Up  to  the  1st  of  May,  1878. 

Q.  What  new  factors  entered  into  the  matter  at  that  time, 
which  made  any  change  desirable,  if  any  ?  Wbat  new  elements 
came  into  the  question?  A.  So  far  as  we  were  concerned  we 
followed  the  lead  of  the  New  York  Central  and  Erie  Eailroads  in 
making  concessions  after  the  first  of  May ;  they  were  con- 
vinced by  the  Standard  Oil  Company  that  deductions  were 
necessary  iu  order  to  keep  the  trade  moving ;  they  made  the 
deductions ;  we  followed. 

Q.  Do  you  know  on  what  grounds  they  were  induced  to  do 
that  ?  What  the  representations  were,  of  your  own  knowledge? 
A.  Not  of  my  own  knowledge,  I  do  not  know. 

Q.  Your  agreement  was  with  the  Standard,  that  you  would 
give  them  rates  as  low  as  long  as  they  sent  their  oil  over  your 
lines,  as  they  received  from  your  competitors  ?  A.  Yes,  sir ; 
the  understaiiding  was  that  our  rates  shouldbe  as  low  as  those 
of  our  competitors. 

Q.  I  will  repeat  the  question,  and  put  it  in  another  form- 
Was  there  any  obligation  whatever  on  the  Standard  to  pay  you 
higher  rates  at  any  time  it  could  transport  its  oil  for  over  the 
other  roads  ?  A.  I  would  like  to  refer  to  that  letter ;  the 
understanding  was,  of  course,  that  we  would  make  rates  in  con- 
nection with  the  other  trunk  lines  as  low  as  the  other  trunk 
lines  made  them  ;  the  letter  specifically  provides  that  the  rates 
shall  be  fixed  by  the  trunk  lines,  and  that  those  rates  shall  be 
«'  so  fixed  as  to  place  them  on  a  pyrity  as  to  cost  of  transpor- 
tation to  shippers  by  competing  lines.  i 

Q.  When  did  you  first  know  that  a  reduction  was  to  be 
made  by  the  other  Trunk  lines  in  favor  of  the  Standard ;  at 
the  first  of  May?  A.  It  was  subsequent  to  the  1st  of  May;  I 
can't  fix  the  exact  date. 

Q.  Sometime  during  that  month,  probably  ?  A.  Yes,  sir ; 
sometime  during  that  month  I  think ;  it  was  first  brought  to 
our  attention  by  the  Standard  Oil  Company  stating  that  the 
New  York  Central  and  Erie  had  assented  to  this  reduction  for 
reasons  that  they  had  urged  upon  them   at  the  time,  and  we 
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made  the  same  redaction  ;  as  I  stated  before  it  has  since  been 
understood  among  the  trunk  lines  that  those  reductions  and 
changes  in  rates,  whether  advances  or  reductions,  shall  be 
made  only  on  consultation  in  which  the  four  trunk  lines  shall 
be  represented ;  at  that  time  that  was  not  strictly  adhered  to. 

Q.  You  learned  that  the  two  had  made  it  and  you  assented  ? 
A.  Yes,  sir ;  we  assented. 

Q.  And  do  you  know  whether  the  Baltimore  &  Ohio  as- 
sented ?    A.  They  assented  subsequently  also. 

Q.  Now  as  to  your  conference  at  Saratoga  of  which  you 
have  spoken,  what  was  its  character,  and  what  were  the  rea- 
sons which  operated  on  the  representatives  of  the  Trunk  lines 
at  that  time  in  making  the  reduction  ?  A.  The  cause  of  the 
reduction  made  at  Saratoga  was,  that  the  route  for  oil  by  rail 
to  Buffalo  and  thence  by  canal  had  been  opened  up  at  rates 
which  we  nere  convinced  were  much  lower  than  we  were  then 
charging  the  Standard  Oil  Company,  and  we  made  the  reduc- 
tion to  meet  that  rate ;  that  reduction  was  made  on  a  very 
careful  consideration  of  the  subject  by  the  Presidents  of  the 
three  northern  trunk  lines,  and  after  they  had  been  convinced 
that  the  reduction  was  necessary  to  meet  the  reduced  rates  by 
the  canal. 

Q.  Was  that  reduction  also  assented  to  by  the  other  Trunk 
lines  ?  A.  It  was  assented  to  by  the  Baltimore  &  Ohio  Bail- 
road  ;  it  was  not  represented  at  the  meeting  for  the  reason 
that  Mr.  King,  who  was  to  represent  that  company,  did  not 
get  there  in  time;  the  meeting  took  place  in  the  morning,  and 
he  arrived  in  the  afternoon  after  the  meeting  had  adjourned, 
but  he  assented  to  the  reduction  in  rates. 

Q.  Who  were  the  active  parties,  to  the  best  of  your  knowl- 
edge and  belief,  in  opening  the  additional  competing  line  by 
Buffalo  and  the  canal?  A.  I  could  not  name  them  all ;  I  be- 
lieve that  nearly  all  of  the  so-called  outside  refiners  in  New 
York  were  in  the  movement,  and  the  Equitable  Pipe  Line 
also. 

Q.  You  can  state  whether  in  your  judgment  it  was  the  move- 
ment of  the  outside  refiners?     A.  Yes,  sir  ;  in  New  York. 

Q.  Was  there  any  outside  refiner  in  Pennsylvania  engaged 
in  it  ?     A.  No,  sir  ;  not  to  my  knowledge. 

Q.  What  outside  refiner  is  there  that  is  a  customer  of  your 
lines  in  Pennsylvania?     A.  Malcolm  Lloyd  is  the  only  one,  I 
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believe,  that  I  now  recollect ;  there  are  one  or  more  small 
refineries  at  or  near  Pittsburgh,  but  I  don't  recall  them  now  ; 
I  don't  think  they  ship  to  the  seaboard  at  all. 

Q.  How  long  did  that  reduction  continue  which  was  made 
at  Saratoga  in  consequence  of  the  opening  up  of  this  com- 
peting line?  A.  Till  the  8th  of  December  of  that  year,  which 
was  about  the  time  of  the  closing  of  the  canal. 

Q.  "What  change  took  place  then  ?  A.  Then  we  went  back 
to  the  rates  that  were  in  existence  prior  to  July  of  that  year, 
and  we  are  now  charging  those  rates. 

Q.  Tou  went  back  because  the  competing  line  via  Buffalo 
and  the  canal,  which  the  outside  refiners  had  opened,  and 
thereby  reduced  the  rates,  was  closed  by  the  season  ?  A.  Was 
closed  for  the  time  being. 

Q.  You  say  those  are  the  rates  you  are  operating  under 
now  ?     A.  Yes,  sir. 

Q.  You  have  given  in  evidence  a  copy  of  a  letter  from  Mr. 
O'Day,  as  representing  the  American  Transfer  Company ;  I 
wish  you  would  state  whether  or  not  you  then  regarded  that 
company  as  having  power  to  control  shipments  of  oil,  either 
over  your  lines  or  away  from  them  ?  A.  The  American  Trans- 
fer Company  undoubtedly  had  it  in  its  power  to  control  ship- 
ments, so  as  to  divert  them  from  the  line  of  the  Pennsylvania 
Eailroad. 

Q.  What  were  your  reasons  for  making  the  arrangement 
which  Mr.  O'Day  demanded  ?  A.  We  made  that  because  we 
thought  it  to  the  interest  of  our  company  to  make  as  favoiv 
able  an  arrangement  with  the  American  Transfer  Company  as 
we  could,  at  least  as  favorable  as  had  been  made  by  the  other 
lines. 

Q.  You  made  them  because  you  thought  it  to  the  interest 
of  your  company  to  make  as  favorable  arrangements  with  the 
American  Transfer  Company  as  had  been  made  by  the  other 
competing  lines?     A.  Yes,  sir. 

Q.  Why  did  you  think  it  to  the  interest  of  your  company  to 
make  it  as  favorable  as  your  competitors  were  making  it  ? 
A.  The  American  Transfer  Company  had  it  in  its  power  to 
divert  trariic  from  our  lines  if  we  did  not. 

Q.  Do  you  know  of  any  reason  why  they  should  continue  to 
divert  oil  in  their  control  to  your  lines  at  higher  prices  than 
they  were  paying  the  other  competing  lines  for  the  same 
business  ?    A,  I  d»  not- 
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Q.  Mr.  Cassatt,  I  find  I  omitted  to  ask  you  one  question  in  its 
order.  While  the  Standard  Oil  Company  was  extending  its  busi- 
ness, and  enlarging  its  power  and  control  of  the  oil  traffic,  was 
there,  to  your  knowledge,  any  effort  made  on  the  part  of  the 
Pennsylvania  Railroad  Company  to  induce  the  other  trunk 
lines  to  combine  as  against  the  Standard?  A.  There  was  no 
effort  made  to  combine  us  against  the  Standard,  but  there  were 
repeated  efforts  made  to  induce  the  other  trunk  lines  to  join  in 
some  arrangement  by  which  the  oil  traffic  might  be  secured  at 
paying  rates  to  the  four  trunk  lines,  and  divided  between  those 
lines  in  proportions  to  be  agreed  upon,  and  by  which  equal 
rates  should  be  charged  to  all  shippers  ;  we  proposed  various 
methods  to  accomplish  this  object;  we  suggested  among  other 
things  that  after  we  had  agreed  upon  percentages,  we  might 
have  a  joint  agent  in  the  oil  regions,  and  issue  bills  of  lading 
which  would  give  ns  the  right  to  ship  oil  over  any  one  of  the 
lines,  but  that  joint  agent  should,  in  making  the  shipments, 
divide  the  business  between  the  four  trunk  lines  on  percentages 
that  might  be  agreed  upon;  we  thought  that  was  a  feasible 
scheme,  but  the  other  roads  differed  with  us  in  that  respect ; 
they  thought  that  the  Standard  Oil  Company,  with  its  lai'ge 
control  of  the  refining  interests,  could  seek  other  outlets,  and 
might,  find  probably  would,  cause  us  to  reduce  our  rates  for 
transportation  far  below  what  we  ought  to  get  for  the  business. 

Q.  What  I  meant  in  my  question  would  be  better  expressed 
in  a  changed  form  ;  did  the  officers  representing  the  Pennsyl- 
vania Eailroad,  to  your  knowledge,  endeavor  more  than  once 
to  secure  the  co-operation  of  your  competitors  in  some  plan 
which  would  enable  the  railroads  to  control  a  division  of  the 
oil  traffic,  and  to  prevent  the  Standard  from  controlling  it? 
A.  The  Standard  does  not  now,  and  never  did  control  the  divi- 
sions ;  they  never  attempted  to,  but  we  have  made  numerous 
efforts,  and  I  suppose  that  is  what  you  mean  by  the  question, 
to  induce  the  other  trunk  lines  to  adopt  s-ome  means  of  carry- 
ing out  the  divisions  agreed  among  themselves  without  assistance 
or  aid  of  the  Standard  Oil  Company,  in  which  we  were  not 
successful. 

Mr.  Shieas — You  have  not  located  those  efforts  in  any  point 
of  time  ;  you  mean,  before  the  making  of  the  contract  ?  A.  Yes, 
sir;  before  the  making  of  the  contract,  during  the  continuance 
of  this  contract. 
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Mr.  Mao  Veagh — Were,  or  were  not,  those  efforts  made  re- 
peatedly during  the  continuance  of  the  contracts  of  which  you 
have  already  spoken?  A.  Yes,  sir;  I  ought  to  state  the 
reasons  given  by  the  other  lines,  and  I  did  partially,  lor  not 
adopting  our  suggestions ;  they  believed  it  would  not  be  feas- 
ible, that  the  Standard  Oil  Company  would  be  able  to  break  up 
any  arrangement  of  that  kind  we  might  make. 

Q.  Have  you  any  knowledge  of  any  power  possessed  by  any 
one  of  the  trunk  lines,  or  all  of  them  together,  to  compel  the 
Standard  to  ship  its  oil  except  by  what  route  it  might  choose 
to  do  ?  A.  There  was  no  such  power ;  none  of  the  lines  had 
any  such  power. 

Q.  From  your  knowledge  of  the  business  of  transportation 
can  you  suggest  any  method  by  which  any  such  result  could 
be  reached?  A.  I  know  of  no  such  method,  except  by  agree- 
ment with  them. 

Mr.  Shieas — Excepting  by  agreement  with  the  Standard  ? 
A.  The  question  was,  how  we  could  force  the  Standard  to  ship 
its  oil  by  our  lines,  and  I  said  we  could  not,  except  by  agree- 
ment with  them. 

Mr.  MacVeagh — Had  the  percentage  of  the  transportation 
which  they  controlled  increased  or  diminished  from  the  time 
you  speak  of,  when  it  was  over  one-half,  up  to  the  time 
when  the  contract  wiis  made  with  them  in  October, 
1877  ?  A.  My  recollection  is  that  during  that  contest  we  got 
not  much  more  than  30  per  cent,  of  the  entire  traffic,  and  as 
the  other  lines  carried  for  the  Standard  Oil  Company  only, 
they  must  have,  duiing  that  time,  got  70  per  cent,  of  the  re- 
fining business  ;  that  is,  that  which  goes  to  the  seaboard. 

Q.  During  that  contest  what  was  the  effect  of  the  compe- 
tition between  the  Pennsylvania  Railroad  and  the  Empire  Line 
on  the  one  side,  and  the  other  trunk  lines  and  the  Standard  on 
the  other,  upon  the  market  at  the  wells,  as  compared  with  its 
effect  upon  the  market  at  the  seaboard,  if  you  know  ?  A.  I 
do  not,  sir. 

Q.  How  was  the  allotment  that  was  actually  made  of  the 
percentage  by  the  arrangement  that  was  madfe  in  October, 
1877,  reached ;  who  made  those  percentages,  and  how  were 
they  made?  A.  By  agreement  between  the  four  trunk  lines  ; 
after  several  interviews  on  that  subject  and  failures  to  agree, 
upon  percentages,  we  finally  did  agree. 
64 
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Q:  Had  these  efforts  to  secure  the  agreement  of  the  other 
trunk  lines  in  the-appointment  of  a  joiDt  agent,  and  the  other 
efforts  you  made  in  the  direction  you  have  indicated,  all  pre- 
ceded the  making  of  that  arrangement  with  the  Standard?  A. 
They  had  ;  yes,  sir. 

Q.  State  whether  or  not,  since  that  arrangement  has  been 
made  with  the  Standard,  there  has  been  any  voluntary  reduc- 
tion of  rates  to  it  by  the  Pennsylvania  Eailroad  Company,  or 
any  reduction  not  required  by  the  reduction  of  your  compet- 
itors for  this  traffic  ?  A.  There  has  been  no  reduction  made 
that  we  didn't  think  it  was  necessary  to  make,  and  that  was 
not  made  by  the  other  lines  at  the   same  time,  or  before   we 

did. 

*  *  *  -::-  *  *  * 

Redirect-  examined  ion  : 

Q.  Mr.  Cassatt,  you  have  stated  that  this  allowance  of  22^ 
cents,  which  you  made  the  American  Transfer  Company,  was 
made  because  you  learned  that  the  same,  or  even  greater,  al- 
lowance had  been  made  in  favor  of  that  company  for  sometime 
before,  by  the  other  trunk  lines,  and  you  have  stated  that  the 
reductions  upon  the  rates  had  been  fixed  at  the  time  of  the 
making  of  this  contract  in  October,  1877,  with  the  Standard 
Oil  Company  ;  when  these  reductions  were  made  were  they 
made  at  the  same  time,  or  subsequent  to,  reductions  allowed 
that  company  by  the  other  trunk  lines  ;  are  we  to  understand 
that  the  policy  of  the  Pennsylvania  Railroad  Company,  with 
respect  to  the  allowance  to  the  Transfer  Company,  and  with 
respect  to  the  allowances  to  the  Standard  Oil  Company,  was 
dictated  and  controlled  by  the  other  trunk  lines?  A.  No,  sir; 
I  do  not  know ;  we  have  an  equal  voice  with  the  other  trunk 
lines  in  fixing  these  rates,  aud  in  the  particular  instance  I  speak 
of  the  concession  was  made  first  by  the  two  Northern  tiunk 
lines  and  we  followed  ;  subsequent  to  that  time  we  had  an  un- 
derstanding, which  now  exists,  that  no  arrangements  or  rates 
would  be  made  with  the  Standard  Oil  Company  for  the  trans- 
portation of  oil,  excepting  at  a  meeting  at  which  the  four  trunk 
lines  would  be  represented,  in  order  that  their  action  might  be 
simultaneous,  and  that  each  line  might  have  a  full  voice  in  the 
matter. 

Q.  Is  that  understanding,  as  it  now  exists,  reduced  to 
writing  ?     A.  No,  sir ;   simply  an  understanding  amongst  us 
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that  we  will  not  deal  separately  with  the  Standard  Oil  Com- 
pany ;  we  will  meet  them  always  as  a  body. 

Q.  State  about  when  that  understanding  was  arrived  at? 
A.  It  was  in  consequence  of  these  reductions  having  been 
made  without  consultation  with  us. 

Q.  Did  you  regard  the  fact  that  these  allowances  had  been 
made  by  the  other  trunk  lines,  without  consultation  with  you, 
for  a  considerable  period,  as  creat'ng  an  obligation  on  the  part 
of  the  Pennsylvania  Eailroad  Company  to  make  these  allow- 
ances for  freight  already  carried?  A.  It  was  an  obligation! 
not  perhaps,  in  the  light  of  an  absolute  obligation,  but  we 
thought  it  best  to  make  as  favorable  rates  with  the  Standard 
Oil  Company  as  the  other  lines  had  done. 

Q.  Was  the  allowing  of  those  rates  or  reductions  to  the 
Transfer  Company,  and  to  the  Standard  Oil  Company,  by  these 
two  northern  trunk  lines,  without  consulting  with  your  com- 
pany, regarded  by  your  company  as  a  violation  of  the  agree- 
ment of  October,  1877,  between  the  Standard  Oil  Company  and 
the  other  trunk  lines?  A.  Well,  hardly  as  a  violation  of  the 
agreement,  because  the  agreement  mainly  consisted  in  the  divi- 
sion of  the  tonnage  ;  they  did  not  gain  any  additional  tonnage 
by  that,  possibly,  but  we  thought  it  was  not  a  proper  way  to 
make  those  concessions ;  I  should  state,  however,  and  I  call 
your  attention  to  the  fact,  that  you  speak  of  our  paying  these 
rebates,  or  this  commission  rather,  to  the  American  Transfer 
Company  on  business  already  carried ;  the  conversation  which 
I  had  with  Mr.  O'Day,  and  this  letter  which  I  received  from 
him,  was  in  the  early  part  of  January  ;  this  letter  that  I  re- 
ceived from  him  was  dated  February  15  ;  he,  therefore,  made 
a  request  that  we  should  pay  this  commission  in  the  early  part 
of  February ;  we  held  the  matter  in  abuyance  for  some  time, 
and  did  not  agree  finally  to  it  until  the  15th  of  May ;  that 
was  the  reason  why,  in  this  case,  we  paid  rebates  on  business 

that  had  been  carried  two  months  previously. 

*  ****** 

Q.  Mr.  Cassatt,  you  have  stated  that  one  reason  why,  in  the 
consultation  at  Saratoga,  in  July,  1878,  you  were  driven 
to  putting  down  the  rates  was  that  a  new  route  had  been  ar- 
ranged by  outside  refiners  by  way  of  Buffalo  and  the  canal ; 
what  was  it  that  drove  those  outside  refiners  to  the  construct- 
ing and  arranging  of  that  route  ;  was  it  not  the  fact  that  they 
could  not  get  the  same  rates  over  the  trunk  lines  that  were 
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offered  by  them  to  the  Standard  Oil  Company?  A.  I  believe 
that  it  was  ;  we  stated  frankly  ;  I  did  to  the  outside  refiners,  and 
also  did  Mr.  Scott,  the  President  of  our  company,  that  unless 
they  would  guarantee  us  the  same  quantity  of  oil,  guarantee  to 
ship  over  our  line  the  same  quantity  of  oil  that  the  Standard 
Oil  Company  had  guaranteed  to  ship,  we  could  not  make  them 
the  same  rates;  wewouldmake  lower  net  rates  to  the  Standard 
than  they  got ;  I  stated  to  them  at  the  same  time,  however, 
that  I  didn't  think  the  concession  we  would  make  the  Standard 
would  be  one  that  would  drive  them  out  of  the  business  ;  we 
did  not  intend  them  to  do  so,  and  in  the  distribution  of  cars 
and  facilities  for  transportation  they  would  be  placed  on  a 
strict  equality  with  the  Standard  Company;  they  expressed 
themselves  as  dissatisfied  with  that ;  they  said  they  would  never 
agree  to  any  arrangement  by  which  they  did  not  get  the  same 
rates  as  the  Standard,  and  from  that  time  forward  they  com- 
menced to  arrange  in  some  way  to  get  some  other  route  to  the 
seaboard. 

Q.  At  the  same  time,  did  they  not,  Mr.  Cassatt,  make  the 
request  ov  demand  that  they  should  be  permitted  to  put  cars 
of  their  own  on  your  road?  A.  They  did  at  a  subsequent 
interview  with  Mr.  Scott  and  myself  at  the  office  of  the  com- 
pany in  Philadelphia  ;  we  declined  to  allow  them  to  put  cars 
of  their  own  on  the  road,  for  the  reason  that  we  had  cars 
enough  to  do  the  business  that  we  had  just  bought  from  the 
Empire  Line  ;  we  declined  to  allow  them  to  put  cars  on  ex- 
cepting at  the  legal  rates. 

Q.  By  the  legal  rates  you  mean  chartered  rates?  A.  I  mean 
we  were  compelled  to  carry  the  cars  of  certain  individuals  at 
certain  rates  prescribed  by  law,  and  we  would  carry  their  cars 
at  those  rates. 

Q.  With  respect  to  that  portion  of  the  oil  traffic  which  you 
have  described  as  seeking  the  seaboard  down  the  Ohio  river, 
and  by  means  of  the  Chesapeake  and  Ohio  Railroad  to  Rich- 
mond, that  is  a  much  longer  route  from  the  oil  country  to  the 
seaboard,  than  that  presented  by  the  Trunk  Lines,  is  it  not? 
A.  Yes,  sir ;  it  is  a  long  route. 

Q.  What  was  it  that  drove  the  shippers  who  sent  their  oil 
by  that  way,  to  use  that  roundabout  and  long  route?  Was  it 
not  their  inability  to  procure  the  carriage  of  their  oil  upon  the 
s:ime  terms  for  which  the  Standard  Company's  oil  was  carried? 
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A.  I  don't  know  what  their  object  was;  I  suppose  their  reason 
for  shipping  by  that  route  was  that  they  were  offered  low 
rates ;  the  Chesapeake  and  Ohio  Railroad  had  no  oil  business 
and  offered  them  very  low  terms  to  carry  the  oil. 

Q.  Lower  rates  than  those  they  could  procure  from  the 
Trunk  Lines  ?     A.  Lower  rates  than  we  were  carrying  for. 

Q.  Do  yon  know  what  rates  they  procured  by  that  route  ? 

A.  I  don't  know  ;  we  knew  at  the  time ;  we  thought  we  knew  ; 

it  is  sometimes  very  difficult  to  ascertain  what  rates  are. 
*  #  *  #  *  *  # 

Q.  You  have  spoken,  Mr.  Cassatt,  of  your  opinion  ot  the 
power  of  the  American  Transfer  Company  to  control  traffic  ; 
had  they,  to  your  knowledge,  any  other  source  of  power  iu  that 
respect  than  the  possession  of  the  Limited  Pipe  Lines,  which 
you  have  spoken  of  as  their  property?  A.  I  don't  know  of 
any  other. 

Q.  The  influence  then,  that  you  advert  to  as  being  possessed 
by  them  arises  out  of  their  ownership  of  certain  pipe  lines? 
A.  Yes,  sir ;  they  could  have  opened  those  pipe  lines  to  ship- 
ments at  very  low  rate  by  water,  and  to  rival  roads,  and  could 
have  diverted  a  large  quantity  of  oil  from  our  lines  if  they  had 
chosen  to  do  so. 

Q.  What  route  by  way  of  water  would  their  pipe  lines  have 
taken  the  oil  ?  A.  By  the  Ohio  river  ;  if  they  had  very  large 
inducements  they  could  have  got  a  large  quantity  of  oil  carried 
that  way,  and  which  would  not  only  have  affected  us  in  the 
quantity  of  oil — the  carriage,  of  which  we  would  have  lost — but 
would  probably  have  forced  us  to  put  our  rates  down  to  meet . 
the  competition  of  that  route  on  all  our  other  oil. 

Q.  You  have  stated,  Mr.  Cassatt,  I  think  once  or  twice — T 
think  I  put  the  question  to  you,  about  its  being,  as  you  sup- 
posed, a  corporation,  but  you  did  not  know  of  what  State ; 
have  you  any  information  that  you  can  give  us  with  respect  to 
the  organization  of  the  American  Transfer  Company,  who  its 
principal  officers  are,  or  its  leading  stockholders  ?  A.  I  do'n't 
know  of  my  own  knowledge  anything  about  it,  excepting  Mr. 
O'Day  is  the  Manager,  and  Mr.  Girty,  I  was  told  yesterday,  is 
the  Cashier. 

Q.  Yon  say  that  there  would  be  no  objection  on  the  part'  of 
the  Pennsylvania  Railroad  Company  to  have  open  rates,  and 
equal  rates  to  all,  if  the  rival  roads  maintained  the  same,  and 
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did  not  cut  them  ;  what  better  method  do  you  have  now  to 
maintain  the  equality  of  the  rates  as  between  you  and  the  rival 
roads,  than  you  would  have  under  the  circumstances  that  you 
speak  of,  or  under  any  circumstances? 

Mr.  MacVeagh — In  other  words — how  do  the  Pennsylvania 
Eailroad  Company's  arrangements  tend  to  maintain  the  ar- 
rangements agreed  upon  ? 

Mr.  Shiras — How  do  you  get  rateslmaintained  in  equality 
better  now  under  your  arrangements  with  the  Standard  ?  A. 
Simply  this  ;  that  all  incentives  to  cut  the  rates— reduce  the 
rates — is  removed  by  the  pool,  or  by  the  agreed  division  of 
the  business  between  the  lines  ;  if  a  line  has  agreed  to  a  cer- 
tain percentage  of  the  business,  it  gains  nothing  to  exceed  that 
percentage — it  gains  nothing  by  reducing  the  rates  in  compe- 
tition with  other  roads. 

Q.  Then,  I  understand  that  it  is  with  respect  to  the  agree- 
ment to  share  the  traffic  in  extent  that  the  agreement  between 
the  railroad  companies  is  effective  ?  A.  Simpry  that  is  it ;  yes,  sir. 

Q.  But  how  do  you  enforce  the  agreement  thai  the  rates  are 
to  be  the  same  ;  what  means  have  you  to  enforce  that  parti- 
cular portion  of  the  agreement,  as  to  the  eqnality  of  the  rates, 
which  you  would  not  have  under  any  circumstances  ?  A.  As 
I  endeavored  to  explain  before,  the  fact  that  each  road  has 
agreed  to  take  a  certain  percentage  of  the  business,  and  be 
satisfied  with  that,  not  wishing  any  more,  removes  all  incen- 
tives on  their  part  to  cut  the  rates  ;  if  there  were  no  division 
of  the  business  then  each  road  would  try  to  get  as  large  a 
share  of  the  traffic  as  possible,  and  resort  to  the  general 
method  of  cutting  rates  to  get  it. 

Q.  But  my  question  is  this,  in  another  form :  What,  if  these 
railroad  companies  equally  abide  now,  by  verbal  arrangements, 
to  divide  this  traffic  in  accordance  with  a  certain  plan  of  divi- 
sion, why  would  they  not  equally  abide  by  any  other  arrange- 
ment as  to  the  equality  of  rates?  A.  Because  in  the  one  case 
the  contract  is  one  that  can  be  enforced — that  is  the  division 
of  the  business  can  be  enforced. 

Q.  How  can  you  enforce  that  ?  A.  Because  it  cannot  be  de- 
parted from  without  all  the  other  roads  knowing  it,  and  break- 
ing up  the  arrangement ;  if  there  were  no  agreement  to  divide 
the  business  aud  maintain  rates,  any  one  of  the  roads  might 
endeavor  to  obtain  by  secret  rebates  or  commissions  a  larger 
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share  than  the  other  roads  would  think  it  was  entitled  to,  and 
it  is  the  making  of  secret  rates  that  is  the  real  question  to  meet. 

Q.  Then  the  serious  difficulty  in  regulating  traffic  which  is 
reached  by  railroads  is  not  in  the  making  a  just  agreement 
with  respect  to  rates,  but  in  what  you  call  making  secret  con- 
tracts ?  A.  The  difficulty  is  not  in  the  making  of  the  agree- 
ment, but  in  the  maintaining  or  enforcing  of  it. 

Q.  But  the  difficulty  is  one  that  can  be  departed  from  by 
secret  arrangements  with  respect  to  traffic  ?  A.  Yes,  sir ;  that 
is  it ;  if  all  the  roads  in  the  United  States  were  compelled  by 
law  to  publish  their  taviff,  and  if  it  were  made  a  misdemeanor 
upon  the  part  of  an  officer,  punishable  by  law,  to  make  any 
secret  concessions  from  them,  and  such  a  law  could  be  en- 
forced, there  would  be  very  little  difficulty  in  maintaining 
rates. 

Q.  Mr.  Cassatt,  why  could  not  an  agreement  be  made  be- 
tween these  trunk  lines  as  to  a  division  of  the  traffic  without  pay- 
ing the  rebates  to  the  Standard,  and  the  American  Transfer 
Company  ;  why  could  it  not  be  made  and  enforced  between 
them  just  as  well?  A.  It  could  be,  if  they  would  agree  to  it ; 
we,  as  I  said  before,  during  the  contest  with  the  Standard  Oil 
Company,  and  the  other  trunk  lines,  made  repeated  efforts  to 
get  them  to  agree  to  some  arrangement  by  which  the  oil  could 
be  divided  iu  quantity,  and  by  which  rates  could  be  main- 
tained ;  we  suggested  several  plans  which  were  entirely  feas- 
ible, I  think  ;  they  objected  to  go  into  any  arrangement  for 
the  reason  that  they  thought  the  power  of  the  Standard  was 
such  that  they  would  seek  other  outlets  than  the  trunk  lines. 

Mr.  MacVeagh. — Was  not  the  practical  difficulty  as  stated 
by  them  this :  that  the  Standard  Oil  Company,  controlling  70 
per  cent,  of  the  gross  traffic,  would  be  more  likely  to  make  a 
route  of  its  own  to  the  sea-board,  utilizing  such  links  by  water 
and  land  as  were  necessary,  than  to  submit  to  the  terms  im- 
posed by  the  railroad  companies  ?  A.  That  was  generally  the 
idea;  that  the  Standard  Oil  Company  would  have  it  in  its 
power,  through  arrangements  for  the  transportation  of  its  oil, 
to  take  this  business  off  the  tiunk  lines  in  a  body,  and  there 
was  a  good  deal  of  force  in  what  they  said. 


512 

(Copy  of  Exhibit  No.  45.) 

Office  of  the  Amebican  Tkansfer  Company,  ) 
Oil  City,  Pa.,  February  15,  1878.         [ 

A.  J.  Cassatt,  Esq., 

3d    Vice-President,  Pliiladilphia : 

Dear  Sir, — Referring  to  the  conversation  I  had  with  you  in 
January,  I  wish  to  submit  the  following  facts  :  That  our  com- 
pany has,  at  large  expense  (involving  the  payment  of  several 
hundred  thousand  dollars),  purchased  and  created  certain 
pipe  lines  to  Pittsburg,  through  which  we  are  able,  not  only  to 
protect  the  Allegheny  Valley  Eoad  in  a  paying  rate  of  freight 
for  the  oil  it  carries,  but  also  to  secure  to  that  company  (by 
agreement  with  it)  its  full  proportion  of  the  oil  traffic  going  to 
Pittsburgh.  You  are  acquainted  with  the  efforts  we  have  pat 
forth  in  other  directions  during  the  last  months,  in  which  we 
have  acted  in  thorough  accord  with  the  Trunk  Line  interests ; 
and  I  believe  I  may  say,  without  egotism,  we  have,  to  the  ex- 
tent of  our  ability,  effectually  protected  their  interest  in  such 
action.  I  here  repeat  what  I  once  btated  to  you,  and  which  I 
asked  you  to  receive  and  treat  as  strictly  confidential,  that  we 
have  been  for  many  months  receiving  from  the  New  York  Cen- 
tral and  Erie  Railroads  certain  sums  of  money,  in  no  instance 
less  than  W  cents  per  barrel  on  every  barrel  of  crude  oil  carried 
by  each  of  those  roads. 

Co-operating,  as  we  are  doing,  with  the  Standard  Oil  Com- 
pany and  the  trunk  lines  in  every  effort  to  secure  for  the  rail- 
roads paying  rates  of  freight  on  the  oil  they  carry,  I  am  con- 
strained to  say  to  you,  that  in  justice  to  the  interest  I  represent, 
we  should  receive  from  your  compauy  at  least  20  cents  on  each 
barrel  of  crude  oil  you  transport. 

The  fruit  of  the  co-operation  referred  to  has  been  fully 
evidenced  in  the  fact  that  since  last  fall  your  company  has  re- 
ceived fifty  to  sixty  cents  per  barrel  more  freight  than  was 
obtained  by  it  prior  to  our  co-operation.  In  submitting  this 
proposition  I  feel  I  should  ask  you  to  let  this  date  from  the 
1st  of  November,  1877,  but  I  am  willing  to  accept  as  a  compro- 
mise (which  is  to  be  regarded  as  strictly  a  private  one  between 
your  company  and  ours)  the  payment  by  you  of  20  cents  per 
barrel  on  all  crude  oil  shipments  commencing  with  February 
1st,  1878. 
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I  make  this  propositidn  with  the  full  expectation  that  it  will 
be  acceptable  to  your  company,  but  with  the  understanding  on 
my  part  that  in  so  doing  lam  not  asking  as  much  of  the  Penn- 
sylvania Boad  and  its  connections  as  I  have  been  and  am  re- 
ceiving (rota  other  trunk  lines. 

You  are  doubtless  aware  that  during  the  last  two  years  a 
large  amount  of  oil  has  been  shipped  to  Richmond  via  the 
Chesapeake  &  Ohio  Eoad,  and  that  since  the  purchase  of  the 
Pittsburgh  lines  by  us  not  one  barrel  has  been  permitted  to  go 
in  that  direction. 

During  the  season  of  1877,  and  so  long  as  the  Columbia  Con- 
duit Company  afforded  the  Baltimore  &  Ohio  Road  access  to 
the  oil  regions,  that  company,  I  understood,  refused  to  accept 
from  the  other  trunk  lines  (for  its  proportion  of  the  oil  traffic) 
less  than  20  per  cent.,  but  after  the  purchase  by  us  of  the 
Columbia  Conduit  you  succeeded  in  arranging  with  the  Balti- 
more &  Ohio  for  about  half  as  much  as  they  previously 
claimed. 

I  may  add  that   the   Baltimore  &  Ohio  Road   are  wholly 
dependent  upon  us  for  any  oil  they  may  carry. 
Yours  truly, 

(Signed)        DAN'L  O'DAY, 

General  Manager. 


[Copy  of  Exhibit  No.  47.] 

Philad'a,  May  15, 1878. 
R.  W.  Downing,  Esq., 

Comptroller : 

Dear  Sir, — I  enclose  herewith  copy  of  letter  from  Mr. 
Daniel  O'Day,  General  Manager  of  the  American  Transfer 
Company,  whic,h  refers  to  a  conversation  I  had  with  him  in 
January  last  in  reference  to  allowing  the  American  Transfer 
Company  a  commission  of  20  cents  per  barrel  on  all  erude  oil 
transported  over  this  company's  lines  to  New  York,  Philadel- 
phia and  Baltimore. 

I  agreed  to  allow  this  commission  from  and  after  February  1st 
until  further  notice,  after  having  seen  receipted  bills  showing 
that  the  New  York  Central  Railroad  allowed  them  a  commission 
of  35  cents  per  barrel,  and  that  the  Erie  Railway  allowed  them 
a  commission  of  20  cents  per  barrel  on  Bradford  oil,  and 
-    65 
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30  cents  -per  barrel  on  all  other  oil,  and  that  they  had  been 
doing  so  continuously  since  the  17th  of  October  last.  Of 
this,  however,  you  saw  the  evidence  yourself  in  the  bills 
which  I  submitted  to  you  J.ast  week.  Please,  therefore,  pre- 
pare vouchers  in  favor  of  the  American  Transfer  Com- 
pany, per  Daniel  O'Day,  for  this  comfnission  of  20  cents  on 
shipments  during  February,  March  and  April,  and  hereafter 
make  settlements  with  that  company  monthly. 

Yours  truly, 
(Signed)        A.  J.  CASSATT, 

3d  Vice-President. 

Philad'a,  May  15,  1878. 
Daniel  O'Day,  Esq., 

American  Transfer  Company, 

Oil  City,  Pa. : 
Dear  Sir — ,Your  favor  of  February  15th  has  been  received, 
and  directions  have  been  given  to  allow  you  from  and  after 
February  1st,  1878,  the  commission  thereon  asked  for,  until 
further  notice. 

Yours  truly, 
(Signed)        A.  J.  CASSATT, 

3d  Vice-President. 


Exhibit  No.  13.— Sept.  1, 1879. 
No.  5,814.  S.  L.  M.  Barlow. 

Aug.  27, 1874.  $75,000. 

Countersigned,  P.  H.  WATSON, 

President. 

No.  5,814.  New  York,  Aug.  27, 1874. 

Fourth  National  Bank. 
Pay  S.  L.  M.  Barlow  or  order  seventy-five  thousand  dollars 
in  current  funds. 

For  the  Erie  Eailway  Company, 
(Signed)  W.  P.  SHEAEMAN, 

Treasurer. 


V.  S.  Inter. 
Rev.    Stamp. 

Two  Cents. 

20. 

Aug.  21, 1874. 


Endorsed — 

For  deposit  in  National  Bank  of  the  State  of  New  York,  to 

the  credit  of 

(Signed)  SAMUEL  L.  M.  BAELOW. 
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No.  6,086.  S.  L.  M.  Baelow. 

Oct.  1,  '74.  $15,000. 

Countersigned,  H.  J.  JEWETT, 

President. 

No.  6,086.  New  Yobk,  Oct.  1st,  1874. 

Foueth  National  Bane. 
Pay  to  S.  L.  M.  Barlow  or  order,  fifteen  thousand  dollars  in 
current  funds. 

Foe  the  Eeie  Bailway  Company. 
(Signed^  B.  W.  SPENCEE, 

$15,000.  Ass't  Treasurer. 

Endorsed — 

For  deposit  in  the  National  Bank  of  the  State  of  New  York 
to  the  credit  of 

(Signed)  SAMUEL  L.  M.  BABLOW. 


No.  6,097:  S.  L.  M.  Baelow.  Oct.  3d,  1874. 

$20,000. 

Countersigned,  H.  J.  JEWETT, 

President. 

No.  6,094.  New  Yobk,  Oct.  3, 1874. 

Foueth  National  Bank. 

Pay  S.  L.  M.  Barlow  or  order,  twenty  thousand  dollars  in 
current  funds. 

Foe  the  Eeie  Bailway  Company. 

W.  P.  SHEAEMAN, 
Treasurer. 
$20,000. 


;   U.  S.  Inter.  : 

:  Rev 

Stamp.  : 

;    Two  Cents.   ; 

20         : 

:  Oct. 

3,  1874.  ■ 

Endorsed — 

For  deposit  in  National  Bank  State  of  New  York,  to  the 
credit  of 

(Signed)  SAMUEL  L.  M.  BAELOW. 
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No.  6,-261.         S.  L.  M.  Barlow,  attorney  for  James  McHenry. 
$571,095.77.  Loan  Oct.  23,  '74. 

Countersigned,  H.  J.  JEWETT, 

President. 

(Signed)  BALDWIN. 

Good  through  Clearing  House. 
Oct.  2d.  Teller  4.  N't'l  Bank. 

No.  6,261.  New  York,  Oct.  23d,  1874. 

Foueth  National  Bank. 

Pay  S.  L.  M.  Barlow,  attorney  for  James  McHenry  or  order, 
five  hundred  and  seventy-one  thousand  and  ninety-five  TVtr 
dollars  in  current  funds. 

For  the  Erie  Kailway  Company. 

(Signed;  W.  P.  SHE&KMAN, 

$571,095.77.  Treasurer. 

' tf.  s" inter." 

Rev.  Stamp. 

Five  Cents. 

8 

:  Oct.  20, 1874. : 

Endorsed — 

(Signed)  Samuel  L.  M.  Barlow, 

Altyfor  James  McHenry. 

For  deposit  in  National  Bank  of  the  State  of  New  York,  to 
the  credit  of 

(Signed)  S.  L.  M.  BAELOW. 


No.  6,263.  S.  L.  M.  Barlow,  Attorney. 

James  McHenry. 

P.  H.  WATSON, 

President. 
Oct.  23d,  1874. 
$110,000. 

Countersigned,  H.  J.  JEWETT. 
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New  Yobk,  Oct.  23d,  1874. 
Fourth  National  Bank. 
Pay  S.   L.  M.  Barlow,  attorney  for  James   McHenry,   or 
order,  one  hundred  and  ten  thousand  dollars  in  current  funds. 

Foe  the  Eeie  Railway  Company. 
(Signed)  W.  P.  SHEARMAN, 

Treasurer. 


U.  S.  Inter. 

Rev.  Stamp. 

Two  Cents. 

20 

Oct.  23,  1874. 


Endorsed — 

(Signed)  Samuel  L.  M.  Baelow, 

Attyfor  James  McHenry. 

For  deposit  in  National  Bank  of  the  State  of  New  York,  to 
the  credit  of 

(Signed)  SAMUEL  L.  M.  BARLOW. 


Exhibit  No.  14.— September  1st,  1879. 

Extbacts  from  joint  letter  to  Hon.  H.  J.  Jewett,  Receiver  Erie 
Railway  Company,  in  answer  to  allegations  made  in  the 
complaint  of  Charles  Potter  and  others  iu  the  Supreme 
Court  of  the  State  of  New  York  : 


First. — "  That  the  property  was  in  good  condition  May  26th, 
1875." 

Compared  with  its  condition  when  you  became  President,  it 
had  been  but  little  improved  at  that  date,  as  less  than  a  year 
had  elapsed,  during  which  it  was  impossible,  with  the  compli- 
cations forced  upon  you  by  the  proposed  lease  of  the  Atlantic 
&  Great  Western  Railway,  and  other  intricate  matters,  to  learn 
the  needs  and  efficiently  reorganize  the  service  of  so  extended 
and  complicated  an  estate. 

We  regret  to  assert  that  its  condition  was  not  good  in  the 
following  leading  particulars : 
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A.  Its  power  and  cars  were  insufficient  in  number  and  de- 
fective in  condition,  because  usual  depreciation  had  not  been 
made  good  by  repairs  or  construction,  and  condemned  locomo- 
tives and  cars  destroyed  had  not  been  replaced,  thus  requiring 
unusual  outlays  for  repairs  and  renewals. 

B.  The  various  ages,  patterns  and  sizes  of  locomotives  and 
cars  were  serious  drawbacks  in  attaining  or  maintaining  the 
perfection  in  their  condition  upon  this  line  which  the  ample 
equipments,  uniform  standards  and  thorough  maintenance  of 
the  rolling  stock  of  our  rivals  had  enabled  them  to  secure  and 
preserve. 

C.  The  wear  and  tear  of  locomotives  and  cars  was  greater 
upon  this  line,  because  it  was  laid  mostly  with  iron  rails,  much 
of  which  required  renewal ;  upon  a  roadway  largely  of  single 
track ;  and  with  higher  grades  and  sharper  curvature,  in  com- 
parison with  the  smooth  double  steel  tracks,  more  favorable 
grades  and  straighter  lines  of  its  competitors. 

D.  Our  engines  could  not  be  maintained  in  the  condition  of 
those  of  other  lines,  because  our  round  houses  were  inadequate 
to  accommodate  them,  entailing  the  two-fold  expense  of  ex- 
posure to  the  elements  and  keeping  up  fires  in  the  locomotives 
in  cold  weather  to  prevent  them  from  freezing. 

E.  These  drawbacks  were  intensified  by  lack  of  equipments, 
and  by  a  growing  tonnage,  which,  acting  jointly,  necessitated 
constant  use  of  power  and  cars,  and,  therefore,  limited  the 
opportunities  for  their  proper  care. 

When  repairs  could  no  longer  be  deferred  they  were  ex- 
pensively made,  as  the  shops  were  inadequate  in  size  and  num- 
ber, and  lacked  the  improved  machinery  and  economical 
appliances  for  utilizing  material  and  labor  which  our  rivals 
possessed. 

F.  Our  passenger  and  freight  buildings  were  inadequate  in 
number,  convenience,  capacity  and  condition.  The  same  was 
true  as  to  the  docks,  wharves  and  other  terminal  and  transfer 
facilities,  barges,  floats  and  tugs,  stock  yards,  etc. 

0.  The  larger  proportion  of  the  bridges,  trestles  and  culverts 
were  of  wood,  older  than  those  of  rival  trunk  lines,  and  had 
not  been  replaced  by  iron  and  stone  structures,  as  on  those 
lines. 

H.  The  roadway  was  not  in  good  condition.  The  embank- 
ments had  been  washed,  and  not  repaired ;  the  ballasting  was 
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deficient;  the  ditches  had  not  been  kept  deep  for  proper 
drainage ;  the  cross-ties  were,  therefore,  more  exposed  to 
decay;  increased  expense  was  needful  to  replace  rails  much 
worn ;  the  sidings  and  yards  were  inadequate  and  poorly 
arranged  ;  the  line  trestles  for  coal  deliveries  were  insufficient; 
and  the  facilities  at  intersecting  points,  and  on  branch  lines, 
were  imperfect. 

In  brief,  the  rapid  increase  in  the  traffic  of  the  line  prior  to 
1874,  far  exceeded  the  increase  in  its  equipment,  facilities  and 
conveniences. 


Exhibit  Wo.  15.— September  1, 1879. 
EEIE  KAILWAY  COMPANY.*— SEPTEMBEE  30,  1877. 


Funded  and  Floating  Debt  as  shown  by  the  Books  of  the 
Company  and  of. the  Eeceiver. 


Bonds. 

First  Mortgage c  $2,483,000  00 

Second      "       c  2,174,000  00 

Third         "       c  4,852,000  00 

Fourth      "       c  2,937,000  00 

Fifth         "       ' c  709,500  00 

Consolidated  Mortgage    . . .  c  12,076  000  00 
Second  Consolidated   Mort- 
gage   c  14,400,000  00 

Sterling  Mortgage c  4,580,000  00 

Buffalo  Branch  Bonds c  182,600  00 

Eeal  Estate  Bonds c  500  00 

Convertible  Bonds c  10,000,000  00 


$54,394,600  00 


Interest  Coupon  Account. 
Consolidated  Mort'ge  Bonds  c  1,694,175  00 
Second  Consolidated   Mort- 
gage Bonds c  2,520,105  00 

Sterling  Mortgage  Bonds. . .  c  618,900  00 

Convertible  Bonds c  1,753,281  25 
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First  Mortgage  Bonds c  $1,855  01 

Second       "            '*      c  17,815  00 

Third         "            "      c  3a,375  00 

Fourth        "            "       c  107,765  00 

Fifth           "            "        . . .  .  c  4,025  00 

Buffalo  Branch  Bonds  . . .    .  c  742  00 
Coupon    of    Sept.    1,   1876, 

Gonsol.  Mortgage , c  71,505  00 


$6,822,543  26 


Accrued  Interest. 
Consolidated  Mort'ge  Bonds  c  $70,-143  34 

Second   Consolidated   Mort- 


336,000  00 

Sterling  Mortgage  Bonds ...  c 

26,716  66 

First  Mortgage  Bonds.  ....   c 

72,494  79 

Second       "              "       ....  c 

12,681  67 

Third         "               "        ....   c 

28,303  34 

Fifth          "              "       . . . .  c 

16,55,5  00 

Buffalo  Branch        "       . . . .  c 

3,195  50 

Boston,    Hartford     &     Erie 

42,338  71 

Weehawken  Docks  Mortgage,  r 

10,742  20 

619,471  21 

Mortgages  Real  Estate  . . . .  c 

1,087,762  00 

Boston,     Hartford    &     Erie 

400,000  00 

Floating  Debt. 

Accrued   Interest  B.,   H.  & 

253,411  29 

Accrued  Interest  Long  Dock 

70,000  00 

Interest     Coupon     Account 

2,065  00 

13,957  39 

1,315  73 

"                <■                        j. 

6,223  47 

1,410  00 

«                 <i                          r 

280  00 

368  28 

u         it 

644  20 
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Bills  audited c  $23,602  77 

Vouchers  audited c  21,348  04 

r  1,018,019  99 

Bills  payable r  729,149  66 

c  7,066  45 

Loans     "          r  1,151,000  00 

Unpaid  dividends   Common 

Stock c  11,501  20 

Unpaid  dividends  Preferred 

Stock c  19,405  £0 

Conducting     Transportation 

Pay  Roll r  233,142  30 

Motive  Power  Pay  Roll  . . . .  r  182,825  29 
Maintenance"  of    Way   Pay 

Roll    r  88,637  03 

General  Expense  Pay  Roll.,  r  17,952  3L 

Construction            "      "    ..  r  397  50 

Foreign  roads  Car  service  . .  r  114,050  17 

"       Passenger...  r  168,561  71 

"       Freight r  142,945  84 

Paterson  &  Hudson    R.  R. 

rent r  12,100  00 

Paterson  &   Ramapo  rent. . .  r  7,500  00 
Hoboken  Land  &  Imp.  Co. 

rent r  1,125  00 

Newburg  &  N.  Y.  R.R.  rent. .  r  4,900  00 

Buffalo,  N.  Y.  &  Erie       "     .  r  85,070  49 

Delaware,  L.  &  Western  "     .  r  5,333  33 

Montgomery  &  Erie         "     .  r  5,250  00 

Goshen  &  Deckerton       "     .  r  4,375  00 

Hawley  Branch                "     .  r  8,750  00 

Honesdale    "                    "     .  r  5,250  00 

Jefferson       "                    "     .  r  35,210  00 
Rochester  &  Genesee  Valley 

rent r  10,099  00 

Erie  &  Genesee  rent r  ,    18,970  00 

Buffalo,   Brad.    &   Pittsburg 

rent r  10,360  00 

Paterson  &  Newark  rent r  26,425  00 

Susp.  Br.  &  Erie  June.  rent. .  r  55,370  00 

Lehigh  Valley  3d  rail      "     .  r  264,  250  00 
66 
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United   States  Express  Co. 

rent r  $7,851  23 

Pullman  Palace  Car  Co.  rent,  r  12,677  20 

H.  L.  Taylor  &  Co.            "    .  r  20  00 

A.  Driesbach  &  Co.          "    .  r  466  49 


$4,861,533  86 


Total $68,185,910  33 

From  State  Engineer's  Eeport,  "Total  amount 

now  of  funded  and  floating  debt,"  1877 56,159,030  11 
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Exhibit  STo.   1.— September  2,  1870. 

Agreement  made  this  eighteenth  day  of  December,  in  the 
year  one  thousand  eight  hundred  and  seventy-two,  be- 
tween the  Erie  Kailway  Company,  party  of  the  first  part, 
and  Jay  Gould,  party  of  the  second  part. 

Wherensthe  said  company  has  large  claims  against  the  said 
Jay  Gould,  some  of  which  are  now  in  suit,  and  some  of  which 
have  been  presented  to  him,  but  which  are  not  in  suit. 

And  ^whereas  it  is  proposed  that  a  full  settlement  and  com- 
promise shall  be  made  of  all  said  claims. 

Now,  therefore,  it  has  been  and  is  hereby  mutually  cove- 
nanted and  agreed,  by  and  between  the  said  parties,  in  consid- 
eration of  the  premises  and  of  the  sum  of  one  dollar  by  each 
of  said  parties  to  the  other  duly  paid,  as  follows  : 

First. — The  complaint  in  the  main  suit  against  said  Gould 
sha'l  be  amended  so  as  to  cover  all  the  various  items  of  claim 
of  every  nature  to  this  date,  alleged  to  be  due  to  the  Erie 
Company  from  said  Gould  as  well  as  all  existing  claims  for 
property  or  stocks,  and  for  all  items  appearing  to  be  due  to 
said  company  by  said  Gould  or  his  copartners  hereinafter 
mentioned  other  than  James  Fisk,  junior,  on  the  books  of  the 
Erie  Company,  or  on  those  of  Smith,  Gould,  Martin  &  Co., 
or  of  the  other  firms  in  which  said  Gould  was  or  is  a 
partner,  all  of  which  last  mentioned  books  are  now  freely  open 
to  the  examination  of  said  company,  and  such  complaint  shall 
be  so  fraimed  as  to  embrace  all  other  accounts,  claims,  causes 
of  action  and  demands  of  every  nature  against  said  Jay  Gould 
or  his  said  copartners  other  than  the  said  James  Fisk,  junior, 
whether  the  same  be  or  not  specifically  set  forth,  the  intention 
of  the  parties  being  to  compromise  everything  to  this  date, 
and  said  Gould,  in  malung  this  present  agreement,  being  in- 
duced thereto  by  the  agreement  that  he  shall  be  released  from 
all  such  specific  claims,  many  of  which  he  does  not  admit  to 
be  just,  and  that  he  shall  also  be  released  from  other  large 
claims,  which  the  said  company  alleges  may  exist  and  may  be 
lawfully  due  by  him  to  said  company,  and  are  not  known  in 
detail,  but  which  by  this  compromise  are 'released  and  aban- 
doned by  said  company.* 

*  See  memoranda  attached  "  First"  (in  red  ink  on  margin). 
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Second. — Now,  therefore,  the  said  Erie  Railway  Company  in 
execution  of  this  agreement  and  for  the  considerations  herein- 
after mentioned  and  of  the  sum  of  one  dollar  to  it  in  hand 
paid  by  the  said  Gould,  and  for  other  good  and  valuable  con- 
siderations, doth  hereby  release  and  forever  discharge  the  said 
Jay  Gould  and  all  his  copartners  in  the  various  firms  of  Smith, 
Gould;  Martin  &  Co.,  Willard,  Martin  &  Bach,  Joslyn,  Bach 
&  Co.,  and  Osborn  &  Chapin,  other  than  the  said  James 
Fisk,  junior,  from  all  accounts,  claims,  causes  of  action  and 
demands  of  every  nature,  by  reason  of  any  matter,  cause  or 
thing  to  the  day  of  the  date  hereof,  excepting,  nevertheless, 
from  the  operation  of  this  release  the  covenants  and  agree- 
ments on  the  part  of  said  Gould  to  be  kept  and  performed  as 
the  same  is  hereinafter  set  forth. 

Third. — And  the  said  Gould,  in  consideration  as  aforesaid, 
covenants  and  agrees  for  himself  and  his  heirs,  executors  and 
administrators,  to  and  with  the  said  the  Erie  Railway  Com- 
pany, that  he  will  pay,  assign,  transfer  and  set  over  to  the  said 
company,  to  be  held  by  it,  as  its  own  absolute  property,  on  the 
execution  hereof,  the  following  securities  and  property,  viz.  : 

Shares  in  the  Brooks  locomotive  works  of  the 

par  value  of $99,000  00 

Shares  of  the  Erie  Emigrant  Company  of  the 

par  value  of $65,000  00 

Shares  of  the  National  Stock  Yard  Company 

of  the  par  value  of.; $186,000  00 

Shares  of  the  Jefferson  R.  B.  Company  of  the 

par  value  of $1,950,000  00 

Shares  of  the  Blue  Stone  Company  of  the  par 

value  of $86,000  00 

Blue  Stone  Company  Bonds $12,000  00 

Shares   Glenwood  Coal  Company  of  the  par 

value  of ' $1,000,000  00 

Glenwood  Coal  Co.  First  Mortgage  Bonds $124,000  00 

Glenwood  Coal  Co.  Second  Mortgage  Bonds. .  $500,000  00 
Shares  Suspension  Bridge  Company  of  the  par 

value  of     $80,000  00 

Shares  Lackawanna  &  Susquehanna  Co.  of  the 

par  value  of $40,000  00 

Shares  Allegharjy  Transportation   Co.  of  the 

parvalueof $450,000  00 
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Shares  New  York  &  Hackensack  R.  R.  Co.  of 

the  par  value  of $179,000  00 

Shares  Hackensack  Extension  R.  R.  Co.  of  the 

par  value  of $50,000  00 

Shares  Nyack  &  Northern  R.  R.  Co.  of  the  par 

value  of  '. $16,000  00 

Shares  Northern  Railroad  Company  of  the  par 

value  of $900  00 

Shares  Erie  Rrailroad  preferred  stock  scrip. . .  $34,000  00 

Shares  Jefferson  Car  Company $178,000  00 

Fourth, — And  the  said  Jay  Gould,  in  like  manner  covenants 
and  agrees  to  and  with  said  company  that  he  will  convey  and 
cause  to  be  conveyed  to  the  said  company,  simultaneously 
with  the  delivery  hereof  by  good  and  absolute  conveyances 
in  fee  simple  absolute,  or  by  assignment  of  leases  where  the 
title  is  leasehold,  with  proper  releases  of  dower,  and  with 
full  covenants  of  warranty  against  all  heirs  and  incumbrances 
except  as  below,  the  consideration  for  such  conveyances  to  be 
the  sum  of  one  million  five  hundred  thousand  dollars  to  be  credit- 
ed on  such  claims  against  said  Gould,  all  the  following  property 
in  the  city  of  Neiv  York,  viz  :  the  Opera  House  and  its  appur- 
tenances at  the  corner  of  Eighth  Avenue  and  Twenty-third 
Street  in  said  City,  and  all  the  houses  and  lots  on  Twenty-third 
and  Twenty-fourth  Streets  adjoining  or  near  to  the  same, 
being  all  the  properties  and  real  estate  standing  in  the  name 
of  said  Gould,  or  of  said  Gould  and  James  Fisk,  Junior,  at 
the  time  of  his  decease  and  including  certain  lots  and  their  ap- 
purtenances near  to'  the  Hudson  river  or  said  Twenty-third 
Street,  and  including  the  properties  in  which  said  Gould  has 
any  right,  title  or  interest  by  way  of  lease,  contract  or  other- 
wise :  All  of  said  estates  and  property  which  were  purchased 
from    one  Pike,    are  to    be   conveyed    free   and 

cleared  from  mortgages,  liens  and  incumbrances.  Such  of 
said  properties  as  are  leasehold  to  be  transferred,  free  from 
all  claims  and  liens  including  mortgages,  if  the  same  were 
originally  purchased  from  said  Pike,  but  any  other  of 

said  properties  to  be  transferred,  or  the  contracts  therefor  to 
be  assigned  and  transferred  subject  'Ho  the  mortgages  existing 
thereon  at  the  time  when  said  Gould  or  said  Gould  and  Fisk 
acquired  title  thereto  or  to  such  portion  of  the  originahpur- 
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chase  money  as  has  [not  been  paid,   but  to  no  other  liens, 
charges  or  incumbrances. 

Fifth. — And  the  said  Gould,  in  like  manner  for  himself,  his 
heirs,  executors,  and  administrators,  further  covenants  and 
agrees  with  the  said  the  Erie  Railway  Company  that  he  and  they 
will  also  forthwith  execute  and  deliver  in  further  consideration 
of  said  release,  full  and  absolute  conveyances  ;  in  which  con- 
veyances his  wife  will  join  releasing  her  dower,  if  any,  to  the 
said  Company  for  all  and  singular  his  right,  title  and  interest 
in  and  to  the  various  properties  for  which  a  suit  is  now  pend- 
ing against  him,  in  the  name  and  on  behalf  of  the  Brie  Rail- 
way. Company,  or  which  he  owns  or  which  stand  in  his  name 
in  the  States  of  New  York,  Pennsylvania  and  Ohio  or  on  or 
near  the  line  of  the  Erie  Railway  or  its  branches  in  the  State 
of  New  Jersey  all  such  properties  rights  or  interests  to  be  con- 
veyed or  transferred  from  time  to  time  on  demand  on  the  pre- 
sentation of  proper  transfers  and  conveyance  to  him  for  execu- 
tion, taxes  and  assessments  on  the  properties,  not  in  the  City  of 
New  York,  not  to  be  paid  by  the  said  Gould  excepton  the  Glenw- 
ood  properties  which  he  agrees  to  discharge ;  Provided,  how- 
ever, that  this  covenant  to  convey  shall  not  embrace  the  house 
and  its  appurtenances  on  the  Fifth  avenue  now  occupied  by 
said  Gould,  nor  the  stable  also  occupied  by  him. 

Sixth.— The  interest  of  said  Gould  in  the  New  Lisbon  Coal 
Company  and  in  the  Ohio  Coal  and  Mining  Company  if  the 
same  was  paid  for  out  of  the  moneys  of  the  Erie  Railway,  is 
hereby  transferred  to  it,  but  if  the  same  was  paid  for  out  of 
said  Gould's  individual  property  then  the  same  shall  be  held 
by  Samuel  L.  M.  Barlow  to  whom  the  same  was  transferred 
conditionally,  a  few  months  ago,  the  said  Gould  being  at  this 
time  unable  to  determine  whether  the  same  is  his  own  pro- 
perty or  is  held  by  him  in  trust  for  the  Erie  Company. 

Seventh. — And  the  said  Gould  in  like  manner  covenants  to  and 
with  the  Erie  Railway  Company  that  he  will  as  soon  as  prac- 
ticable cause  or  procure  all  pending  suits  or  proceedings  in 
bankruptcy  against  the  Glenwood  Coal  Company  to  be  dis- 
continued and  that  he  will  pay  and  cancel  all  the  existing 
floating  debt  of  the  said  Company,  or  will  otherwise  procure 
or  perfect  title  to  the  Erie  Railway  of  all  its  property,  real 
and  personal  free  from  all  liens  or  claims  other  than  those  of 
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said  Erie  Railway  Company,  and  will  convey  and  transfer  to 
said  Glenwood  Coal  Company  all  the  real  estate,  personal  pro- 
perty and  leases  purchused  for,  belonging  to  or  connected 
with  said  Glenwood  Goal  Company,  free  from  all  liens  and 
claims,  except  as  aforesaid.  And  the  said  Erie  Company  will 
consent  to  the  discontinuance  of  the  said  Bankruptcy  pro- 
ceedings. 

Eighth. — The  existing  lease  of  the  Opera  House  to  the  Erie 
Railway,  the  said  Gould  agrees  to  cancel  and  procure  to  be  can- 
celled and  all  other  leases  of  the  New  York  property  herein 
mentioned  he  likewise  agree  to  transfer  and  to  procure  to  be 
transferred  as  of  this  date  to  Erie  Railway  Co. 

Ninth. — And  the  said  Gould  further  covenants  and  agrees 
in  consideration  as  aforesaid,  with  the  Erie  Railway  Com- 
pany in  further  consideration  of  said  release,  that  he  will 
deliver  and  cause  to  be  transferred  to  the  said  company  or 
its  assigns  one  million  of  dollars  in  capital  stock  of  the  United 
Stales  Express  Company,  at  its  par  value,  and  this  transfer 
and  delivery  of  said  stock  the  said  Gould  agrees  to  complete 
as  speedily  as  may  be  practicable,  and  in  any  case  within  six 
months  from  the  date  hereof.*  And  said  Gould  having  made 
a  contract  by  which  said  express  company  agreed  to  deliver 
to  him  an  equal  amount  of  said  stock,  the  said  Erie  Railway 
Company  agrees  to  render  any  proper  assistance  when  and  as 
requested,  intended  to  facilitate  the  said  Gould  in  obtaining 
the  same,  and  hereafter  to  do  no  act  that  will  prevent  him 
from  obtaining  the  same,  and  also  agrees  that  the  said  Gould 
may,  if  an  action  for  the  same  becomes  necessary,  sue  the  said 
express  company  to  recover  the  said  stock  in  his  own  namG 
arid  at  his  own  cost  and  charge,  or  may  use  the  name  of  the 
Erie  Railway,  also  at  his  own  cost  for  that  purpose,  if  he  be  so 
sdvised. 

Tenth. — And  the  said  Gould  hereby,  in  like  manner,  sells, 
assigns  and  tranfers  to  the  said  Erie  Railway  Company  all  of 
his  interest  in  the  United  States  Towboat  Company,  and 
agrees  forthwith  to  deliver  the  evidence  of  such  interest  to  the 
said  company. 

Eleventh:— -The  said  Gould,  by  a  certain  contract  with  the 
Erie  Railway  Company,  for  the  sale  to  it  of  three  million  dollars 

*  See  memoranda  attached  (in  red  ink  on  margin.) 
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of  its  consolidated  bonds,  was  to  receive  a  credit  of  the  actual 
profit  realized  by  the  Erie  Railwaj7  Company  on  the  resale  of 
the  said  bonds,  which  profit  now  amounts  to  the  sum  of  six 
hundred  and  fifty  thousand  dollars  or  thereabouts  ;  now,  it  is 
hereby  agreed  that  such  profits,  whatever  they  may  be,  shall 
be  retained  by  the  said  Erie  Railway  Company  as  its  own,  and 
without  accountability  therefor  to  said  Gould,  whose  claims 
thereto,  or  under  said  contract,  are  hereby  released. 

Twelfth— -And.  the  said  Gould  hereby  releases  the  said  Erie 
Railway  Company  from  the  obligation  to  repay  certain  expen- 
ditures by  him  heretofore  made  for  account  of  said  company, 
and  from  all  other  claims,  demands  and  causes  of  action 
against  the  said  company  of  every  nature  to  this  date,  and 
hereby  absolves  and  releases  the  said  company  from  all  obliga- 
tions, if  any,  to  pay  any  other  or  further  sums  to  him. 

Thirteenth. — The  said  Gould  hereby  agrees  to  pay,  on  the 
execution  hereof,  the  reasonable  costs  and  counsel  fees  of  the 
plaintiff's  attorneys,  Messrs.  Barlow,  Larocque  &  MacFarland, 
connected  with  this  settlement,  or  growing  out  of  pending 
suits. 

Fourteenth. — The  said  Gould  hereby  agrees  to  pay,  on  the 
execution  hereof,  the  claims  against,  the  Narragansett  Steam 
Company,  now  in  suit,  hereby  compromised  at  the  sum  of  fifty 
thousand  dollars ;  and  all  claims  by  either  of  said  companies 
against  the  other,  or  growing  out  of  the  occupation  of  a  pier 
by  the  Narragansett  Company,  or  otherwise,  arising  to  this 
date,  are  hereby  released. 

Fifteenth. — The  aforesaid  payments  by  the  said  Gould  of  the 
moneys  and  transfers  of  the  real  and  personal  property  above 
mentioned  made,  and  to  be  made,  to  the  Erie  Railway  Com- 
pany, in  accordance  with  the  covenants  and  agreements  herein 
above  set  forth,  and  in  consideration  of  which  the  Erie  Rail- 
way Company  executes  the  foregoing  release,  are  intended  to 
be  in  compromise  of  its  claims  against  said  Gould,  as  recited 
in  the  previous  portion  of  this  agreement,  but  in  thus 
compromising  and  settling  with  said  company  it  is  understood 
and  agreed  that  nothing  herein  contained  shall  be  construed 
as  an  admission  by  said  Gould  of  any  wrong  to  the  said  com- 
pany by  him  done  or  suffered  ;  but  on  the  contrary,  he  claims 
that  he  has  always  been  prepared  an4  willing  to  make  convey. 
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ances  to  the  said  company  of  the  principal  part  of  the  prop- 
erties herein  agreed  to  be  conveyed,  whenever  the  necessary 
discharges  to  him  were  properly  executed.  And  it  is  under- 
stood that  the  remainder  of  said  payments  he  now  makes  for 
the  sake  of  peace,  and  to  terminate  annoying  litigation  ;  and  it 
is  admitted  by  said  company  that  the  said  Gould  has  offered 
to  make  conveyances  to  it  of  a  considerable  part  of  the 
premises  now  agreed  to  be  coneyved. 

In  witness  whereof,  the  said  the  Erie  Railway  Company  has 
caused  its  corporate  seal  to  be  hereto  affixed,  and  the  same  to 
be  attested  by  its  President  by  order  of  its  Board  of  Directors, 
and  the  said  Jay  Gould  has  hereunto  set  his  hand  and  seal  the 
day  and  year  first  abovewritten. 

Brie  Railway  Company, 
.  •  ■  geal  of-  ■ .      Attest :  By  P.  H.  WATSON, 

;  Erie  R'y  Co. :  H.  N.  Otis,  President. 

Secy. 


JAY  GOULD,     [l.  s.] 


State  of  New  Yobk,         \ 
■k,  \ 


City  and  County  of  New  York 

On  this  twentieth  day  of  Deceml  er,  A.  D.  1873,  before  me 
personally  came  Peter  H.  Watson,  known  to  me  to  be  the  Presi- 
dent of  the  Erie  Railway  Company,  and  acknowledged  to  me 
that  he  executed  and  sealed  the  foregoing  instrument  as  the 
President  of  and  for  and  on  behalf  of  the  said  Erie  Railway 
Company,  under  and  by  virtue  of  an  order  of  the  Board  of 
Directors  of  said  company,  for  such  purpose  duly  passed  by 
them,  and  on  the  same  day  also  personally  appeared  Jay 
Gould,  known  to  me,  aud  known  to  me  to  be  one  of  the  parties 
described  in,  and  who  executed,  the  foregoing  instrument,  and 
acknowledged  to  me  that  he  executed  the  same. 

S.  D.  THOMAS, 

Notary  Public, 

iNoUnai:  ,      .     ,         Kings  County, 

:    Sual.    :  Authorized  to  take  the  acknowl- 

ment  of  Deeds  in  the  City 
and  County  of  New  York. 
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Memoranda.  'i' 

Gould  was  hoisted  out  of  the  Erie  Railway  in  March,  1872. 
Suit  was  commenced  against  him  during  this  Dix  administra- 
tion (about  June,  Ib72)  for  certain  acts  of  malfesance  in  office, 
and  for  misappropriations  (stealings) ;  and  for  an  indefinite 
large  amount,  proceeds  of  the  sale  of  stock,  which  they  were 
unable  to  state,  owing  to  the  manner  in  which  the  accounts 
were  kept — the  Auditor,  Morosini,  neglecting  to  make  up  the 
statement  as  directed,  soon  after  left  and  entered  the  personal 
service  of  Gould.  Of  course,  the  accounts  were  in  such  condi- 
tion no  one  could  make  anything  of  them  in  this  regard. 

In  the  fall  of  1872,  the  corner  in  Northwest  stock,  engineered 
by  Gould  and  the  late  Horace  F.  Clark,  culminated  and  resulted 
in  taking  many  hundred  thousand  dollars,  from  Henry  N.  Smith 
(Gould's  old  partner),  who,  in  revenge,  handed  the  books  of 
the  firm  of  Smith,  Gould  &  Martin  over  to  Sam.  Barlow. 
Accountants  from  the  Erie  office  were  set  at  work  on  them  at 
Barlow's  house,  and  an  account  against  Gould  made  outj 
showing  mere  than  nine  millions  of  dollars  of  Erie  money — 
from  the  sale  of  stock — taken  by  Gould  for  his  individual  ac- 
count. Gould  was  immediately  arrested  and  placed  under 
bonds  of  several  million  dollars. 

Horace  F.  Clark,  who  was  instrumental  in  making  Watson 
President  of  the  Erie  Company — in  fact  Watson  really  owed 
his  position  to  Clark — commenced  to  work  an  accommodation 
between  the  parties.  They  all  went  in  for  a  big  stock  specu- 
lation, and  this  settlement  (?)  was  agreed  to. 

The  following  letters  between  Gould  and  Watson  was  all 
the  information  given  to  the  public,  except  that  Gould  had 
restituted  more  than  $10,000,0l'0. 

New  York,  Dec.  17,  1872. 

Dear  Sir, — Referring  to  my  recent  conversation  with  you  on 
the  subject   of  the  claims  of  the  Erie  Railway  upon  me,  I  as- 
sume that  ihere  is  no  longer  any  sufficient  reason  why  an  ad- 
justment of  all  open  questions,  satisfactory  and  honorable  to 
both  parties  should  not  now  be  made. 

I  have  at  all  times,  since  my  resignation  as  President  of  the 
Erie  Company,  been  prepared  to  make  conveyances  to  it  of 
property  belonging  to  the  company  to  which  I  never  made 
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any  claim.  In  addition  to  these  I  have  held,  in  my  name, 
both  real  and  personal  properties,  which  I  intended  for  the 
use  of  the  Erie  Company,  some  of  which  were  forced  upon  me 
to  meet  real  exigencies  in  the  affairs  of  the  Erie  Company 
during  my  administration  ;  and  others  of  which  I  purchased 
rather  with  the  expectation  of  benefiting  the  company 
through  business  to  accrue  to  the  road  than  from  any  other 
motive.  Upon  your  construction  of  my  accounts  with  the 
company  I  am  charged  with  all  the  moneys  there  espened,  and 
the  properties  in  question  therefore  belong  to  me.  My  idea  is 
rather  that  they  should  go  to  the  company  or  their  servants 
or  agents,  and  that  I  should  be  credited  with  their  value. 

Another  question,  of  even  more  importance,  grows  out  of 
the  state  in  which  I  was  compelled  to  Jeave  my  accounts  with 
the  company  at  the  time  of  my  withdrawal  from  the  presidency. 
I  could  then  have  explained  many  matters  which  are  now 
involved  in  doubt.  One  account  book  belonging  to  the  com- 
pany has  been  mislaid  since  I  left  the  presidency.  Through 
entries  in  it,  I  could  readily  account  for  all  discrepancies  which 
you  have  pointed  out  to  me.  It  was  kept  for  that  pupose,  and 
its  loss  is  a  serious  embarrRssment ;  but  I  am  willing  and  pre- 
fer to  meet  you  in  a  spirit  that  shall  leave  no  question  as  to 
my  motives  or  intentions. 

Take  your  own  statement,  and  you  claim  $9,080,000.  The 
various  pieces  of  real  estate  in  New  York,  New  Jersey,  Penn- 
sylvania and  Ohio,  and  the  stocks  and  bonds  which  I  men- 
tioned in  my  last  conversation  with  you,  I  believe  you  will 
consider  worth  more  to  the  Erie  Company  than  the  total  sum 
claimed.  Some  of  these  properties  were  purchased  with  my 
own  means,  and  the  company  has-  no  claim  upon  them,  but 
they  are  necessary  for  its  use.  I  now  propose  to  convey  all 
these  properties  previously  mentioned  ;  and  I  will,  in  addition, 
convey  the  Grand  Opera  House  and  all  adjacent  properties 
owned  by  Mr.  Fisk  and  myself,  the  same  to  be  freed  by  me 
from  all  mortgages  to  you  on  receiving  a  lull  discharge  from 
the  company.  I  do  this  for  the  sake  of  peace,  because  any 
litigation  of  such  questions  is  more  annoying  to  me  than  the 
loss  of  the  money  involved,  and  because  I  am  sincerely  anxious 
for  the  success  of  the  Erie  Company,  in  which  I  have  a.  large 
pecuniary  interest. 
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Please  let  me  know  as  speedily  as  possible  whether  this 
proposition  is  favorably  entertained  by  you. 

Yours,  truly, 
(Signed)        JAY  GOULD. 
Peter  H.  Watsou,  Esq., 

Prest.  Erie  B'y  Co. 

Office  Erie  Railway  Co.,  ) 
New  York,  Dec'r  17,  1872.  j 
Jay  Gould,  Esq. : 

Dear  Sir,  —I  have  your  favor  of  this  date,  the  substance  of 
which  I  will  at  once  submit  to  the  Special  Committee  of  our 
Board  having  the  claims  against  you  in  charge.  I  cannot  say 
what  their  action  will  be,  but  I  am  satisfied  with  your  explana- 
tion, and  will  cheerfully  recommend  a  settlement  on  the  gen- 
eral terms  suggested  by  you,  as  I  believe  the  best  interests 
of  the  Erie  Co.  will  be  thereby  served,  and  that  the  properties 
in  question  are  fully  equivalent  in  value  to  the  company  to 
its  claims  against  you  of  every  character.  I  will  call  our  com- 
mittee together  to-morrow  and  will  communicate  their  action 
to  you,  not  doubting  that  they  will  consider  your  offer,  as  I 
do,  a  fair  one,  under  the  circumstances,  and  which,  from  a 
business  point  of  view,  should  be  accepted  in  the  interests  of 
the  stockholders  of  the  Erie  Co. 

Very  respectfully, 
(Signed)        PETER  H.  WATSON, 

President. 

In  regard  to  the  details  of  the  contract  of  settlement : 
"  First"  section — The  clause  noted  by  the  red  ink  line  is 
evidently  intended  to  cover  such  frauds  as  the  Chemung  Rail- 
road steal,  when  brought  to  light. 

In  a  few  words,  the  Chemung  Railroad  steal  is  simply  this  : 
The  Chemung  Railroad  extends  from  a  point  on  the  Erie  Rail- 
way, about  four  miles  west  of  Elmira,  to  Watkins,  17j  miles. 
The.  Elmira  &  Canandaigua  Railroad  extends  from  Watkins  to 
Canandaigua  46|  miles — a  total  distance  of  64  miles. 

Capital  stock  Chemung  Railroad $380,000 

Capital  stock  Elmira  &  Canandaigua  Railroad 500,000 

Total $880,000 
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The  Erie  acquired  lease  of  both  roads,  under  date  of  Janu- 
ary 1,  1859,  at  a  rental  of  $30,000  per  year  for  the  Chemung 
Koad,  and  $25,000  per  'ye.ir  for  the  Elmira  &  Canandaigua 
Eoad:  and  it  was  stipulated  in  the  contract  for  each  road  that, 
in  case  of  failure  to  pay  the  rent  of  either,  as  provided,  then 
the  lease  of  both  should  be  forfeited.  The  object  being  to 
enable  both  of  the  small  roads  to  keep  together,  and  work  as 
a  through  line. 

February  27th,  1863,  the  Erie  Company  leased  the  Buffalo, 
New  York  &  Erie  Eailroad,  and  transferred  an  interest  in  the 
lease  to  the  Northern  Central  Railway  Company,  April  15, 
1863. 

This  partnership  business  in  the  operations  of  the  Buffalo, 
New  York  &  Erie  Eailroad  not  working  to  the  satisfaction  of 
either,  it  was  dissolved  January  19,  1S66,  when  the  Erie  as- 
signed the  lease  of  the  Elmira  &  Canandaigua  Road  to  the 
Northern  Central  Railway,  and  contracted  to  allow  their  trains 
to  run  over  the  Chemung  Railroad.  These  contracts  and. 
lenses  were  all  very  profitable  to  the  Erie  Railway  Com- 
pany. In  1871,  Gould,  then  President  of  the  Erie,  saw 
how  the  matter  stood,  purchased  the  control  of  the  capital 
stock  of  the  Chemung  &  Canandaigua  Companies,  put  in  his 
own  Board  of  Directors/and  then  caused  the  Erie  to  default  in 
the  rent  of  the  Chemung  Road.  This,  of  course,  forfeited  the 
lease  of  both  roads,  and  placed  the  Northern  Central  Railway 
at  the  mercy  of  Gould  for  a  connection  as  an  outlet  for  their 
western  business.  Gould  then  sold  them  the  capital  stock  of 
both  roads  for  $3,000,000.  The  Erie  Company  lost  control  of 
those  two  roads,  lost  their  business,  and  of  course  suffered 
large  pecuniary  loss,  while  Gould  individually  made  more  than 
$2,000,000  by  the  transaction. 

Gould  purcased  the  control  of  the  Chemung  Road  from  the 
estate  of  John  Magee  of  Watkins,  and  represented  that  he 
was  purchasing  for  the  Erie  Company. 

Gould  received  his  pay  from  the  Northern  Central  in  bonds; 
and  it  will  be  well  to  have  this  transaction  in  mind  when  re- 
ferring to  the  settlement  with  Gould  made  by  Jewett,  as  Re- 
ceiver, and  approved  by  Judge  Donohue,  in  February  or 
March,  1876. 

"  Third,"  As  regards  the  cost  and  value  of  the  securities 
transferred  by  Gould  : 

Brooks  Locomotive  Works,   $99,000 
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In  December,  1869,  Horatio  G.  Brooks  leased  from]the  Erie 
Company  the  repair  shops  at  Dunkirk,  and  purchased  all  the 
tools  and  machinery  in  them — the  tools  and  machinery  to  be 
paid  for  by  credits  on  bills  for  engines — the  Erie  Company 
agreeing  to  purchase  from  him  twenty-five  new  locomotive, 
per  annum.  Brooks  then  formed  a  joint  stock  company  to 
which  he  sold  and  transferred  his  contracts  and  leases  with 
tne  Erie  Company,  and  received  pay  in  the  capital  stock  of  his 
company — the  Brooks  Locomotive  Works.  Thus  his  com- 
pany was  floated  without  any  cash  basis— no  money  having 
been  paid  in.  Brooks  divided  the  capital  stock  around,  ac- 
cording to  previous  understanding.  And  the  $99,100  was 
simply  Gould's  portion  of  the  "  plumb." 

Erie  Emigrant  Company :  .   $65,000 

The  Erie  Land  and  Improvement  Company  was  a  joint  stock 
company,  formed  to  act  as  emigrant  agent  for  the  Erie  Rail- 
way Company.  Its  capital  stock  was  issued  in  payment  for  a 
contract  between  the  Erie  Company  and  a  third  party  ;  under 
which  the  Erie  Company  paid  large  commissions  for  all  emi- 
grant passengers.  This  $65,000  represented  Gould's  interest 
when  they  divided  up  the  money  taken  from  the  Erie  treasury. 
It  cost  nothings  alld  had  no  cash  basis. 

National  Stock  Yard  Company, $186,000 

The  National  Stock  Yard  Company  is  a  New  Jersey  corpo- 
ration. Gould  purchased  the  laud  for  the  Stock  Yard  at  Wee- 
hawk  en  (the  farm  formerly  owned  by  Dudley  S.  Gregory),  and 
paid  for  it  with  Erie  funds  ;  the  Erie  Company  made  the  im- 
provements in  the  shape  of  barns  and  pens,  and  then  the  whole 
was  transfeired  to  the  Stock  Yard  Company  at  cost.  The  Erie 
,  Company  was  repaid  in  bonds  of  the  Stock  Yard  Company.  The 
capital  stock  of  $1,000,^.00,  on  which  no  payments  whatever 
was  made,  was  divided  around,  and  this  $i86,000  was  Gould's 
portion. 

Jefferson  R,  B.  Company $1,950,000 

The  Jefferson  R.  R.  Co.,  a  Pennsylvania  corporation,  was 
organized  in  the  interest  of  the  Erie  Boad,  to  construct  a 
branch  railroad  from  Lanesboro  to  Carbondale.  Henry  A. 
Fonda  &  Co.  contracted  to  build  the  road  for  $2,000,000  mort- 
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gage  bonds  and  $2,000,000  capital  stock,  the  Erie  Co.  guaran- 
teeing interest  on  the  bonds.  During  the  progress  ol  the  work 
(when  the  road  was  about  half  completed),  the  contractors 
having  some  difficulty  in  procuring  funds,  Gould,  acting  for  the 
Erie  Co.,  proposed  to  take  from  the  contractors  the  remainder 
of  their  Jefferson  bonds  at  80  per  cent.,  and  the  contractors  to 
transfer  back  the  capital  stock  (it  was  understood  from  the 
start  that  the  stock  had  no  real  value).  The  money  for  the 
contractors  was  procured  by  the  sale  of  Boston,  Hartford  and 
Erie  bonds  to  the  Delaware  and  Hudson  Canal  Co.  The  stock 
was  transferred  to  Justin  D.  "White,  and  by  him  handed  over 
to  Gould  and  Fisk.  The  road  was  constructed  on  the  proceeds 
of  the  sale  of  the  $2,000,000  bonds,  and  the  contractors  got 
rich  at  that.     No  money  was  ever  paid  on  the  stock. 

Stock  Blue  Stone  Company $86,000. 

Bonds  Blue  Stone  Company 12,000. 

This  Blue  Stone  Company  was  organized  without  any  cash 
capital.  Its  stock  was  issued  in  payment  for  contracts  for 
privilege  of  quarrying  stone  in  Pike  Co.,  Pennsylvania.  Fifty 
cents  per  share  was  borroived  from  the  stockholders  on  the 
Co.'s  notes  for  money  to  start  with,  and  just  prior  to  maturity 
of  the  notes  the  bonds  were  issued  at  12  per  cent,  of  their  par 
value.     Gould  therefore  paid  but  $1,440  for  his  $98,000. 

At  the  time  of  this  transfer  the  Blue  Stone  Co.  was  practi- 
cally insolvent,  if  not  already  in  the  hands  of  a  Beceiver. 

Wm.  M.  Tweed  and  Hugh  Smith  were  each  given  $.00,000 
of  the  capital  stock,  but  the  City  did  not  purchase  any  of  their 
stone.  The  Department  of  Public  Works  wanted  too  large  a 
slice  from  the  bills  of  purchase,  which  the  Bine  Stone  Co. 
would  not  agree  to,  considering  Tweed  and  Smith  would  get 
enough  in  dividends  on  their  stock. 

Shares  Glenwood  Coal  Co $1,000,000 

Bonds  Glenwood  Coal  Co •    C24,0  0 

This  company  was  organized  in  the  same  way  all  the  others 
were.  Gould  bought  the  coal  lands  with  Erie  funds,  then 
organized  the  company,  to  whom  he  transferred  the  lands, 
receiving  in  payment  the  capital  stock.  The  Erie  treasury 
was  re-imbursed  with  Glenwood  Coal  bonds,  so  that  no  money 
was  ever  paid  for  the  stock.  The  $624,000  in  bonds  which 
Gould  turned  over  at  this  time  were  bonds  which  Gould  ha4 
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in  his  possession  as  an  officer  of  the  Coal  Co. — they  were  not 
in  his  individual  possession,  as  they  had  never  bee"  issued 
the  Coal  Co. 

Suspension  Bridge  Co $80,000 

The  Suspension  Bridge  and  Erie  Junction  Railroad  Com- 
pany was  organized  to  construct  a  road  between  the  points  in- 
dicated by  its  title.  Mortimer  Smith,  contracted  to  build  the 
road  for  $1,000,000. in  bonds,  and  $500,000  in  stock.  Smith 
was  merely  the  agent  of  a  ring  of  Erie  officials,  who  purchased 
the  bonds  at  65  per  cent,  of  par  value,  and  who  divided  the 
stock  around  pro  rata — the  road  was  built  on  the  proceeds  of 
the  bonds.  Gould  undoubtedly  sold  his  bonds,  which  were 
guaranteed  by  the  Erie  Company,  at  a  large  advance. 

Lackawanna  and  Susquehanna  Company $40,000 

On  investigation  this  will  prove  to  be  no  better  than  any  of 
the  others. 

Alleghany  Transportation  Company $450,000 

This  is  a  pipe  line  company  in  the  Pennsylvania  oil  regions. 
Henry  Harley  first  sold  Gould  an  interest  in  his  pipe  line  in 
1868,  for  $10i.',000.  On  the  purchase  of  another  line,  Gould 
paid  as  his  share  $12,500,  and  then  he  afterwards  purchased 
the  interest  of  General  Robert  B.  Potter,  Receiver  of  the 
Atlantic  and  Great  Western  Railway,  in  the  same  lines  for 
$40,000— total  payment  by  Gould  $152,500. 

On  the  formation  of  the  Alleghany  Transportation,  which 
was  the  corporate  life  of  Halrey's  pipe  lines,  with  a  capital 
stock  of  $1,700,000,  Gould  got  $450,000  stock  as  his  share. 

From  the  contracts  with  the  Atlantic  and  Great  Western 
Railroad  Company  and  the  Erie  Company,  the  Alleghany 
Transportation  Company  was  enabled  to  make  large  and  fre- 
quent dividends,  so  that  Gould  was  re-imbursed  his  outlay 
many  times  over.  At. the  time  of  this  transfer  to  the  Erie  Com- 
pany, the  stock  was  worth  absolutely  nothing,  and  the  com- 
pany is  now  in  the  hands  of  a  Receiver.  If  Gould  paid  the 
$152,500  out  of  the  Erie  funds,  then  the  dividends  belonged 
to  the  Erie  Company. 

New  York  and  Hackensack  Railroad  Company.  $179,4Q0 
Gould  bought  this  stock  through  Robert  Rannie,  of  Lodi, 
New  Jersey,  from  a  man  named  Zing  Zum  of  Hackensack. 
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After  this  purchase,  the  Erie  Company  purchased  all  the  rol- 
ling stock  and  tools  of  the  Hackensack  Company,  paying 
$93,000,  and  Gould's  dividend  from  it  paid  for  this  stock.  The 
Erie  Company  then  leased  the  Hackensack  road  and  furnished 
the  rolling  stock. 

Hackensack  Extension  Eailroad  Company . ..   $50,000 
This  railroad  was  built  on  the  proceeds  of  the  sale  of  bonds 

and  then  leased  to  the  Erie  Company. 

The  stock  was  issued  without  any  cash  payments,  and  this 

$50,000  was  given  to  Gould  at  the  time  of  the  execution  of  the 

lease. 

Nyack  and  Northern  Eailroad $16,000 

This  road  is  an  extension  of  the  Northern  Eailroad  of  New 
Jersey  from  Piermont  to  Nyack,  and  leased  to  the  Erie,  it  was 
built  on  proceeds  of  sale  of  bonds  and  the  stock  was  a 
gratuity,  and  this  much  was  Gould's  share. 

Northern  Eailroad  Company $900 

The  Northern  Eailroad  Company  of  New  Jersey,  in  1868, 
had  an  issue  of  capital  stock  of  $250,000  and  mortgage  bonds 
of  $350,000.  At  this  time  Gould  and  Fisk  purchased  a  one- 
fourth  interest  in  the  road,  and  General  'Diven  purchased  a 
one-sixteenth  interest. 

Up  to  this  time  the  road  had  never  paid  a  dividend. 

The  authorized  issue  of  stock  was  $1,000,000,  and  the  mort- 
gage under  which  the  bonds  were  issued  was  for  $500,000. 
After  Gould,  Fisk  and  Diven  acquired  their  interest,  the  Erie 
Company  purchased  all  the  rolling  stock  and  machinery  and 
tools  of  every  kind  from  the  Northern  Eailroad  Company,  and 
paid  something  like  $230,000  in  cash.  The  dividends  from 
this,  paid  for  the  capital  stock  purchased  by  these  men.  They 
then  divided  up  the  $150,000  of  mortgage  bonds  and  $750,000 
of  capital  stock,  and  made  a  contract  for  the  Erie  to  furnish 
the  rolling  stock  and  operate  the  road,  under  this  contract 
they  have  been  able  ever  since  to  pay  interest  on  the  whole 
$500,000  of  ^bonds,  and  a  dividend  of  from  three  to  five  per 
cent,  on  the  whole  $1,000,000  of  capital  stock. 

This  paltry  $900  of  stock  turned  over  by  Gould  must  have 
been  intended  as  a  blind,  or  it  slipped  in  by  mistake — he  never 
intended  to  turn  over  anything  of  value. 
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Erie  Railway  preferred  scrip $34,000 

This  scrip  was  Gould's  "  gleanings"  from  the  scrip  dividend 
declared  in  the  winter  1869-70. 

Jefferson  Car  Company $178,000 

Alexander  C.  Eadcliffe,  contracted  with  the  Erie  Railway 
Company,  to  furnish  cars  for  the  transportation  of  coal  for  the 
Delaware  and  Hudson  Canal  Company  from  Carbondale  to 
Buffalo  and  Rochester. 

The  Jefferson  Car  Company  was  organized  with  a  capital  of 
one  million  dollars — $200,000  of  the  stock  to  be  issued  for 
cash,  and  $600,000  for  the  purchase  of  the  Radcliffe  contract. 
A  subscriber  to  the  cash  stock  was  to  receive  for  each  share 
of  stock  paid  for  at  par,  two  shares  of  the  contract  stock  ad- 
ditional— so  that  he  paid  really  but  33^-  per  cent,  for  his  stock 
thus  $600,000  was  disposed  of.  $100,000  of  the  contract  stock 
was  originally  given  to  Gould  as  "plunder,"  he  afterwards 
purchased  five  hundred  shares  ($50,000)  from  one  of  the  cash 
subscribers  at  the  original  cost  of  $16,667,  and  subsequently 
they  gave  him  $28,000  more  stock  on  the  execution  of  another 
contract.  By  referring  to  the  settlement  with  Receiver  Jewett, 
it  will  be  seen  that  he  turned  over  to  the  Erie  Company  only 
the  $128,000  of  stock  which  he  acquired  as  plunder — the  $50,- 
000,  which  he  paid  for  he  disposed  in  some  other  way. 

"  Fourth."  —The  Opera  House  and  adjoining  properties  were 
purchased  with  Erie  funds,  but  not  from  these  funds  traced  to 
Gould  through  Smith,  Gould  &  Martin's  books. 

"  Fifth." — No  transfer  of  property  was  made  under  this 
clause,  except  such  property  as  the  Erie  Company  was  in 
possession  of.  The  deeds  were  taken  in  the  name  of.  Jay 
Gould,  but  he  had  executed  trust  deeds  in  each  case,  which 
has  been  deposited  in  the  Erie  safe. 

"  Sixth." — There  is  no  doubt  this  interest  was  purchased 
with  Erie  moneys,  but  it  would  be  a  natural  inquiry  now  to 
ascertain  whether  the  Erie  Company  or  Barlow  has  it. 

"  Seventh." — The  bankruptcy  proceedings  were  started  in  the 
interest  of  Gould  for  the  purpose  of  getting  a  firm  hold  on  all 
he  could  of  that  property  after  he  had  been  kicked  out  of  the 
Erie. 

"Eighth," — Of  course  Gould  was  willing  to  cancel  the  lease 
of  the  Opera  House  after  the  title  in  the  property  had  been 
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transferred  to  the  Erie  Company,  but  he  did  not  refund  any 
rents  which  the  Erie  had  paid. 

"  Ninth." — This  one  million  dollars  of  United  States  Express 
stock  never  has  been  transferred  or  delivered  to  the  Erie  Com- 
pany, although  the  clause  embraced  in  the  red  ink  bracket  is 
positive  and  unconditional,  and  nothing  following  modifies  that 
agreement. 

"  Tenth."— Gould  had  $7,500  of  the  stock  of  the  Towboat 
Company  given  to  him  by  O.  H.  P.  Archer.  This  company 
was  for  the  purpose  of  towing  the  freight  barges  between  New 
York  and  Long  Dock. 

"  Eleventh." — Gould  and  his  associates,  Tweed,  Palmer  and 
others,  took  these  $^,000,000  bonds  from  the  Erie  Company  at 
60  per  cent.  On  May  2,  1872,  Barlow  telegraphed  McHenry, 
asking  if  he  should  purchase  those  bonds  back  again  at  75,  so 
as  to  have  them  included  in  a  negotiation  for  the  sale  of  others 
then  going  on  in  London.  On  June  4,  he  wrote  to  Homan, 
Green  &  Cryder  that  they  had  bought  the  bonds.  Now  why 
should  they  repurchase  these  bonds  at  a  profit  to  Gould  of  15 
per  cent,  and  agree  to  do  all  the  work  and  take  all  the  risk  and 
give  him  all  the  profits  on  a  resale  ?  Investigation  will  un- 
doubtedly show  there  never  was  any  such  agreement,  but  that 
the  bonds  were  bought  outright  at  75,  and  this  clause  was  put 
in  here  to  apparently  swell  up  the  credits  to  Gould's  account. 
It  cannot  be  shown  that  he  divided  this  $650,000  with  Palmer, 
Tweed  or  other  members  of  the  syndicate  who  held  the  bonds, 
as  he  would  have  done  had  there  been  any  such  agreement. 

"  Twelfth." — He  never  paid  any  money  for  the  Erie  Com- 
pany.    On  the  contrary,  he  was  continually  stealing  from  it 
"  Thirteenth."—? 

"  Fourteenth. — The  Narragansett  Steamship  Company  owed 
the  Erie  Company  a  large  amount  of  money — at  this  time 
Gould  is  President  and  principal  owner  of  the  Narragansett 
Company — he  agrees  to  pay  the  claim  which  is  compromised. 
Of  course  the  amount  paid  is  credited  to  the  Harragansett 
Company  to  balance  the  account;  now,  why  should  the  same 
amount  be  again  credited  to  Gould's  individual  account,  ex- 
cept to  throw  dust  in  the  eyes  of  stupid  directors  and  make  the 
alleged  amount  recovered  from  Gould  appear  so  much  larger? 
The   whole   Narragansett   Steamship  stock  held  by  Gould  at 
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that  time  really  in  law  and  equity  belonged  to  the  Erie  Com- 
pany. 

Gould  did  not  carry  out  this  agreement  of  settlement;  so,  for 
a  continuation  of  the  interesting  subject,  reference  is  made  to 
the  settlement  made  with  Gould  by  Receiver  Jewett  in  Febru- 
ary or  March,  1876. 

It  can  he  proved  that  during  the  negotiation  for  this  settle- 
ment in  December,  1872,  Gould  sent  for  one  of  the  old  Erie 
directors,  and  talking  with  him  about  tbe  claim  of  the  Erie 
Company ;  this  gentleman  told  Gould  there  was  only  one  way 
for  a  settlement  which  would  hold,  as  any  subsequent  Board 
of  Directors  could  upset  any  thing  the  Watson  Board  might 
do.  Gould  inquired  how,  and  the  gentleman  said  :  "Bank- 
ruptcy and  a  Receivership  for  the  Erie  Company."  While  he 
was  saying  this  Gould  appeared  startled  and  told  the  gentle- 
man to  hush  as  Watson  was  in  the  next  room. 
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The    Faemebs'    Loan  &   Trust 
Company  (Trustee), 

agst. 

The     Erie    Railway     Company/ 
and  others. 


J.  C.  Bancroft  Davis,  Trustee, 

j  agst. 

The    Erie     Railway    Company 
and  others. 
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To  the  Honorable  the  Supreme  Court  of  the  State  of  New  York: 

Tour  petitioner,   Hugh  J.  Jewett,   Receiver  in  the   above 

entitled  causes,  respectfully  represents  that  heretofore,  to  wit, 
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on  the  9th  day  of  November,  1874,  the  said' Erie  Railway  Com- 
pany commenced  an  action  against  Jay  Gould,  of  the  City  of 
New  York,  upon  sundry  causes  of  action,  more  particularly  set 
forth  in  the  complaint  in  the  said  action,  whereof  a  copy  is 
hereunto  annexed,  and  which  your  petitioner  prays  may  be  taken 
as  a  part  of  this  petition.  Upon  careful  inquiry  your  petitioner 
believes  that  the  amount  which  the  Erie  Eailway  Company 
is  entitled  to  recover  against  the  defendant  in  the  aforesaid 
action,  in  money,  in  respect  of  the  several  causes  of  action 
therein  mentioned,  is  about  the  sum  of  four  hundred  and 
twenty  thousand  dollars. 

That  said  defendant  has  proposed  to  settle  with  your  peti- 
tioner all  the  matters  embraced  in  the  said  action  upon  the 
following  terms,  that  is  to  say: 

To  procure  an  assignment  to  your  petitioner  or  remove  cer- 
tain mortgages,  liens  upon  the  real  estate  of  the  said  company 
heretofore  conveyed  to  the  company  by  the  said  defendant, 
amounting  to  about  the  sum  of  one  hundred  and  three  thousand 
dollars  (being  the  only  mortgage  liens  of  which  your  petitioner 
is  advised,  with  the  exception  of  one  outstanding  mortgage, 
the  principal  sum  due  upon  which  is  $34,000),  to  deliver  to 
your  petitioner  $350,000  in  the  mortgage  bonds  of  the  Northern 
Central  R.  R.  of  Pennsylvania,  which  bonds  your  petitioner 
upon  careful  inquiry  believes  to  be  good  securities  and  worth 
the  par  value  thereof,  though  not  saleable  at  above  seventy- 
five  or  eighty  cents  on  their  par  value,  at  which  first  mentioned 
rate  your  petitioner  estimates  them  for  the  purposes  of  the 
proposed  compromise,  and  $50,000  in  the  stock  of  the  Suspen- 
sion Bridge  and  Erie  Junction  Rail  Road  Company,  a  railroad 
heretofore  leased  to  the  Erie  Railway  Company,  and  on  the 
stock  of  which,  as  a  part  of  the  terms  of  the  lease,  the  said 
Erie  Railway  Company  guaranteed  annual  interest  or  dividends 
at  the  rate  of  seven  per  cent,  per  annum.  The  principal 
value  of  this  stock,  however,  consists  in  the  guaranty  afore- 
said, and  its  market  value  is  fluctuating  and  uncertain,  not 
being  at  present,  as  your  petitioner  believes,  more  than  twenty 
cents  on  the  dollar.  Owing,  however,  to  the  relation  which 
the  road  of  the  Erie  Railway  Company  sustains  to  the  branch 
road  the  value  of  the  stock  to  the  Erie  Company  is,  perhaps, 
considerably  greater  than  is  indicated  by  the  market  value 
thereof. 
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Your  petitioner,  having  carefully  considered  the  whole  mat- 
ter and  having  taken  the  advice  of  counsel,  is  of  the  opinion 
that  it  will  be  judicious  to  accept  the  defendant's  proposition 
for  a  settlement. 

It  is  desirable  that  the  liens  before  referred  to  upon  the 
real  estate  of  the  company  should  be  speedily  removed,  to  the 
end  that  your  petitioner  maybe  able  to  make  an  advantageous 
disposition  thereof  at  an  early  day,  which  he  cannot  do  while 
these  liens  remain  outstanding. 

It  would  be  embarrassing  to  his  trust  to  be  compelled  to 
discharge  all  the  aforesaid  liens  from  the  general  funds  of  the 
receivership,  and  lay  out  of  the  money  so  advanced  for  an  in 
definite  time  during  which  the  litigation  might  continue.  But 
for  the  proposed  settlement  the  litigation  may  be  very  pro- 
tracted and  expensive,  which  would  also  be  a  source  of  incon- 
venience and  embarrassment  to  your  petitioner  in  the  dis- 
charge of  his  duties. 

Your  petitioner  believes  that  he  can  readily  avail  of  the 
Northern  Central  bonds  in  a  manner  beneficial  to  his  trust. 

For  these  several  reasons  your  petitioner  prays  for  the  neces- 
sary authority  to  accept  the  defendant's  proposition  for  a 
settlement,  and  to  settle  the  said  action  upon  the  basis  thereof, 
giving  a  release  accordingly. 

H.  J.  JEWETT, 

Receiver. 

Affidavit  of  Beceiver  annexed,  dated  Feb.  1,  1876. 

Notice  of  motion  prefixed,  dated  Jan.  31,  1876. 


Exhibit  STo.  3.— September  2,  1879. 

From   notes  from  book   of    minutes  of   Erie   Eailway  Com- 
pany, October  19th,  1874. 

The  President  presented  for  the  consideration  of  the  Board, 
a  contract  with  [the  attorney  of  Mr.  McHenry,  8.  L.  N.  Bar- 
low, Esquire,  by  which  the  company  agrees  to  pay  to  parties 
in  New  York  the  advances  made  by  them  upon  11,477  shares 
of  Cleveland,  Columbus,  Cincinnati,  and  Indianapolis  B.  B. 
Co.  stock,  the  claims  against  McHenry  being  assigned  to  the 
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company,  and  the  stock  so  held  as  collateral  thereto  being  de- 
livered to  the  company,  which  contract  was  approved  and  con- 
firmed by  the  Board. 

Present  at  this  meeting  : 

The  President  and  Messrs.  Baltzer,  Barlow,  Grant,- John- 
ston, Meyer,  Morgan,  Ramsdell,  Robinson,  Schuchardt  and 
Stebbins. 


Exhibit  IVo.  4.— September  2,  1879. 

From  notes  from  book  of  minutes  of  Erie  Railway  Company, 
January  14,  1875.  , 

On  motion  of  Mr.  Barlow,  authority  was  given  to  the  Presi- 
dent, in  his  discretion,  to  deliver  to  Mr.  H.  B.  Hurlburt  1,000 
shares  belonging  to  said  Hurlburt  of  the  11,477  shares  of  the 
C.  C.  C.  &  I.  R.  R.  stock  held  for  this  company  under  its  con- 
tract with  Mr.  McHenry,  and  also  to  permit  the  payment  to 
Mr.  Hurlburt  of  the  dividend  on  said  1,000  shares. 


Exhibit  No.  5.— September  2,  1879. 

From  notes  from  book  of  minutes  of   Erie  Railway  Company, 
March  11th,  1875. 

Report  of  Committee  on  Accounts  against  London  Banking, 
Association  and  James  McHenry,  adopted. 

President's  correspondence  on  the  same  subject,  approved. 


Exhibit  KTo.   6.- September  2,  1879. 

From  notes  from  book  of  minutes  of  Erie  Railway  Company 
June  10,  1875. 

Regular  Meeting. 

The  President  stated  to  the  Board  that  a  settlement  with 
Mr.  Barlow  had  been  made  as  authorized  at  its  meeting  of 
May  13th. 
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Exhibit  No.  7.— September  .2, 1879. 

From  notes  from  Book  of  minutes  of  Erie  Bailway  Company, 
June  20,  1876. 

Directors'  Meeting. 

The  President  requested  to  visit  London  for  consultation 
with  the  London  Committees. 

Statement,  by  the  president,  of  the  controversy  with  the 
N.  Y.  Central,  relating  to  freight  rates.  Chief  difficulty  thought 
to  be  the  fast  freight  lines.  Proposition  of  Mr.  Jewett  to  dis- 
band them  declined  by  other  trunk  lines.  Another  propo- 
sition to  put  either,  or  both,  freight  and  passenger  earnings 
with  the  N.  Y.  C,  declined  by  latter. 

A  third  proposition  for  a  general  agency  in  New  York  also 
declined.  This  state  of  things  continued  until  the  three  Chi- 
cago trunk  lines,  viz. :  Fort  Wayne,  Lake  Shore  <fe  Michigan 
Central  (the  first  controlled  by  the  Pennsylvania,  and  the  sec- 
ond by  the  N.  Y.  C.,)  established  a  part,  or  leading  portion,  of 
what  was,  that  those  three  lines  should  determine  the  through 
freight  rates  and  classification  ^of  freights  from  all  western 
points  to  all  the  Atlantic  points,  advancing  or  reducing  rates 
at  five  days'  notice. 

The  contract  of  March  2d,  1876,  was  then  entered  in- 
to between  the  Erie,  New  York  Central,  Pennsylvania,  and 
Baltimore  &  Ohio,  binding  them  to  euforce  the  rates  to  be  im- 
posed by  the  three  Chicago  trunk  lines  at  all  through  western 
points.  The  New  York  Central  wiibdraws  and  appeals  to  the 
public,  although  it  took  a  prominent  part  in  the  formation  of 
the  contract.  The  ten  days'  notice,  provided  by  the  contract, 
was  not  given  by  New  York  Central.  The  New  York  Cen- 
tral, under  plea  of  competing  with  the  Grand  Trunk  for  the 
Boston  trade,  issued  private  circulars  to  the  western  roads, 
offering  to  pro-rate  for  Boston  traffic,  but  wanting  full  rates 
for  New  York,  thus  directing  business  to  Boston.  Mr.  Jewett 
and  Mr.  Vanderbilt  join  in  a  letter  of  instruction  to  their 
general  freight  agents,  forbidding  all  with  each  others' 

patrons.      Mr.    V.    denies    to  a  reporter   of    the    Times,   on 
16th  June,  that  he  had  received  Mr.  Jewett's  telegram  of  27th 
of  May,  although  the  telegraph  department  say  that  it  was  de-> 
livered  to  him  at  2:28  p.  m.  of  that  day. 
69 
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Course  of  the  president  approved  by  resolution. 

All  claims  of  the  Erie  Railway  Company  against  the  firm  of 
Bischoffschein  &  Goldschmidt,  of  London,  England,  assigned 
to  the  Receiver  for  prosecution. 


Exhibit  No.  8.— September  2,  1879. 

Statement  of  freight  earnings  of  the  New  York  Central  and 
Hudson  River  Rail  Road  for  fiscal  year  ending  Septem- 
ber 30,  1878,  divided  as  follows  : 

Through    between   New    York 
■     stations    and    East    Buffalo, 

Buffalo,    Black    Rock     and 

Bridge $10,145,197  39 

Less  overcharges   1,603,S03  97 

$8,541,393  42 

Local  and  expresses $11,012,228  85 

Less  overcharges     ....  507,792  5U 

10,504,436  29 

Net  total....' $19,045,829  71 

Gross  receipts $21,157,426  24 

Total  overcharges 2,111,59b"  53 

— $19,045,829  71 
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Exhibit  STo.  9.— September  2,  1879. 

Statements   of  payments   made  by  Wagner  Drawing  Room 
and  Sleeping  Car  Co.  to  N.  Y.  C.  &  H.  R.  R.R.  Co.,  from ' 
1874  to  date,  under  contract : 

1874. 

Drawing  Room  Car.     Sleeping  Oar. 

January $2,665  22  $3,062  93 

February 2,753  94  2,430  71. 

March , 2,703  22  3,039  40 

April 2,968  75  3,596  85 

May ' 3,074  41.  3,542  93 

June 3,986  72  3,920  64 

July 5,818  41  4,874  71 

August ." 5,464  54  6,S94  31 

September 5,292  62  5,328  50 

October 4,615  58  4,138  20 

•November 2,559  31  3,474  64 

December 2,309  27  3,027  00 

$44,211  99      $46,830  82 
1875. 

January $2,283  55  $2,944  42 

February 2,013  22  1,156  33 

March 2,201  56  2,948  36 

April 3,540  05  2,568  73 

May 2,802  40  3,795  22 

June    3,539  15  3,79158 

July 5,223  30  4,713  18 

August 5,796  53  5:387  32 

September 5,06129  5,156  75 

October : 3,812  36  3,093  63 

November 2,401  37  3,056  83 

December 2,104  73  2,525  83 

$10,779  51      $41,138  18  , 

1876. 

January $2,128  88  $1,164  63 

February 1,958  35  2,060  31 

•March 2,123  98  8,887  34 
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Drawing  Room  Car.  Sleeping  Car. 

April $2,350  85  $5,646  65 

May 2,354  03  3,450  25 

June 3,344  92  2,887  10 

July 4,097  10  2,866  98 

August .           5,16118  1,648  39 

September 4,559  61  1,749  06 

October 3,928  37  2,425  88 

November    2,319  50  2,207  52 

December 1,697  25  3,005  27 


$36,024  02  $37,999  38 
1877. 

January $1,649  16  $3,297  88 

February 1,654  09  3,700  52 

March   L911  67  2,997  92 

April 1,973  46  3,814  11 

May 2,274  77  4,281  23 

June 2,959  75  3,842  50 

July 3,408  93  1,825  73 

August 4,469  33  2,676  66 

September  .    3,863  46  3,283  13 

October 3,061  16  2,882  34 

November 2,102  93  3,232  83 

December 1,938  13  3,769  20 


$31,266  84  $39,604  05 
1878. 

January $2,050  63  $2,609  52 

February 1,816  41  2,15158 

March 1,991  70  4,036  54 

April 2,071  86  2,466  86 

May 2,186  77  3,706  88 

June 2,483  22  2,718  60 

July 3,294  00  3,101  41 

August 4,475  27  1,869  91 

September 3,725  71  1,928  71 

October 2,645  77  4,15195 

November .....   1,944  55  2,894  21 

December 1,700  84  3,026  69 


$30,386  73      $34,662  86 
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Exhibit  ST©.  10.— September  2,^1879. 

New  York  Central  &  Hudson  Riyer  Railroad  Company. 

Statement  in  regard  to  cost  of  land  and  improvements  leased 
to  Union  Stock  Yards  and  Market  Company,  between 
Fifty-ninth  and  Sixty-fifth  streets,  in  the  City  of  New 
York. 

No.  of  lots,  245-^,  of  which  there  were  169-^  upland,  and 
28-j-Vu-  under  water." 

The  cost  of  said  lots  was  $700,303.52.  Filling,  preparation, 
payJDg,  fencing,  and  other  expenses  incurred  in  and  about  the 
acquisition  of  the  land,  and  the  preparation  of  the  same  for 
occupancy,  and  the  erection  of  buildings,  was  $178,360.58, 
making  the  total  cost  $884,664,10. 
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Exhibit  No    1.— October  13,  1879. 

Union  Steamboat  Company. 

Whereas,  it  is  necessary  that  the  Erie  Railway  Company 
should  possess  facilities  such  as  are  afforded  by  the  following 
agreement,  with  respect  to  the  transportation  of  such  freights, 
lading  and  passengers  as  are  referred  to  in  said  agreement, 
therefore,  for  the  purpose  of  affording  it  such  facilities  and 
providing  a  proper  compensation  therefor. 

These  articles  of  agreement,  made  aud  entered  into  this 
twenty-seventh  day  of  March,  in  the  year  one  thousand  eight 
hundred  and  sixty-nine,  by  and  between  the  Union  Steamboat 
Company,  a  corporation  existing  under  the  laws  of  the  State  of 
New  York,  party  of  the  first  part,  and  the  Erie  Railway  Com- 
pany, party  of  the  second  part ;  in  consideration  of  the  mutual 
agreements  of  the  parties  herein  contained,  and  for  good  and 
valuable  considerations  moving  from  each  party  to  the  other, 
witness  as  follows : 

1.  The  said  party  of  the  first  part  agrees  to  furnish  and  run 
in  line  as  herein  provided,  in  and  during  the  season  of  Lake 
navigation  on  the  Great  "Western  Lakes  (which  season  shall, 
for  the  purposes  of  this  contract,  terminate  on  the  30th  day  of 
November  in  each  year),  during  the  term  herein  specified,  not 
less  than  eighteen  steam  propellers,  suitable  for  the  business 
herein  contemplated  to  be  done,  and  to  run  the  same  in  con- 
nection with  the  railway  of  the  said  party  of  the  second  part, 
and  its  business  between  the  ports  of  Buffalo  and  Cleveland, 
Toledo,  Detroit,  Milwaukee,  Eacine  and  Chicago  ;  and  between 
Buffalo  or  Cleveland  and  such  ports  on  Lake  Superior  as 
may  be  mutually  agreed  upon  by  the  parties  hereto. 

2.  The  said  party  of  the  first  part  agrees  that  the  said  pro- 
pellers shall  (without  limiting  their  ability  to  do  so  by  taking 
other  property)  take  and  transport  with  reasonable  prompt- 
ness and  despatch  all  freight,  lading  and  passengers  that  shall 
be  furnished  or  procured  by  the  said  party  of  the  second  part, 
or  any  of  its  agents,  or  shall  by  any  person  be  offered  for 
for  transportation  by  said  propellers,  and  coming  fromorgoing 
to  the  railway  of  the  party  of  the  second  part,  within  the  capa- 
city of  said  propellers,  upon  the  conditions  and  divisions  of 
revenue  hereinafter  mentioned,  and  shall  receive  and  discharge 
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such  freights  at  their  gangways  at  the  docks  of  the  party 
of  the  second  part  at  the  ports  aforesaid,  where  suitable  docks 
are  provided  for  the  purpose. 

3.  The  said  party  of  the  first  part  agrees  to  employ  agents 
at  the  City  of  New  York,  and  at  such  of  the  Lake  ports  as  may 
from  time  to  time  be  mutually  agreed  upon  by  the  parties 
hereto,  which  said  agents  shall  use  their  influence  and  all  rea- 
sonable effort  to  procure  freight,  lading  and  passengers  to  be 
transported  on  the  railway  ot  the  party  of  the  second  part  to 
and  from  the  propellers  aforesaid. 

i.  The  said  party  of  the  second  part  agrees,  during  said 
term,  to  furnish  and  deliver  for  transportation  by  the  propellers 
aforesaid,  at  the  gangways  of  the  said  propellers  respectively, 
at  their  places  of  lading  respectively,  each  and  all  the  freight, 
lading  and  passengers,  the  transportation  of  which  between 
the  ports  between  which  said  lines  shall  run  respectively,  shall 
be  either  directly  or  indirectly  within  the  control  of  the  party 
of  the  second  part,  and  which  shall  not  be  directed  by  the 
origiual  shippers  or  consignors  to  be  shipped  by  all  rail  or  some 
other  route  than  said  lines,  between  such  ports. 

5.  The  said  party  of  the  second  part  agrees,  that  the  said 
party  of  the  first  part  shall  have  the  right  to  use  for  the  pur- 
pose of  loading,  unloading  and  discharging  the  cargoes  of  said 
propellers,  and  for  any  business  herein  contemplated  to  be 
done  by  any  of  said  propellers,  any  and  all  docks,  piers  and 
wharves,  the  said  party  of  the  second  part  may  own,  control  or 
have  lease  of  at  the  time,  at  any  of  said  ports  and  places  ;  and 
to  use  the  same  free  of  expense,  and  in  preference  over  any  other 
party  or  parties  desiring  to  use  the  same,  and  that  when  said 
party  of  the  second  part  owns  and  controls  a  proper  dock,  pier 
or  wharf  at  any  place,  which  can  be  used  for  the  receipt  and 
discharge  of  any  part  of  any  such  cargoes  at  said  place  to  be 
discharged,  the  said  party  of  the  second  part  shall  not  desig- 
nate any  other  dock  or  place  for  the  receipt  and  discharge  .of 
such  part  or  parts  of  any  of  said  cargoes,  whereby  the  said  party 
of  the  first  part  may  be  subjected  to  any  expense  or  delay. 

6.  The  said  party  of  the  second  part  agrees,  that  during  said 
term,  each  and  all  its  agents,  at  any  and  all  points,  shall 
without  compensation  from  the  said  party  of  the  first  part,  act 
as  agents  of,  but  upon  the  responsibility  of  the  said  party  of 
the  first  part,   with  such  powers  only  as  the  latter  may  from 
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time  to  time  specifically  delegate  to  them  respectively;  and 
each  and  all  such  agents  shall,  during  said  term,  use  their  in- 
fluence and  best  efforts  respectively  to  promote  the  interests  of 
the  said  party  of  the  first  parts  and  the  aforesaid  propellers, 
and  to  promote  and  increase  the  amount  of  freight,  lading  and 
passengers  to  be  carried  by  said  propellers. 

7.  The  said  party  of  the  second  part  agrees  that  it  will  not 
in  said  term,  provided  the  party  of  the  first  part  fully  keeps 
and  performs  this  contract  on  its  part,  build,  purchase,  charter, 
employ,  run  or  patronize  any  propeller  or  propellers,  steam- 
boat or  steamboats,  for  or  upon  any  of  the  routes,  or  between 
any  of  the  places  herein  indicated  or  .mentioned,  other  than 
those  agreed  to  be  furnished  and  run  by  said  party  of  the  first 
part,  except  as  herein  specially  provided  ;  but  it  is  especially 
provided  that  if  it  shall  be  found  alter  the  commencement  of 
the  season  of  navigation  in  any  year  of  said  term  said  propell- 
ers so  as  aforesaid  to  be  furnished  and  run,  or  actually  run  by 
said  party  of  the  first  part,  shall  be  insufficient  with  reasonable 
despatch  to  transport  all  the  freight,  lading  and  passengers 
which  the  said  party  of  the  second  part  in  that  year  has,  or 
are  offered  for  transportation,  on,  or  over  said  routes,  the  said 
party  of  the  second  part  may,  after  giving  the  said  party  of  the 
first  part  thirty  clays'  notice  in  writing,  specifying  what  in- 
crease of  propellers  said  party  of  the  second  part  shall  desire 
in  that  season,  and  on  what  lines  they  desire  such  increase 
shall  be,  iu  that  season,  procure  all  freight,  lading  and  passen- 
gers which  can  uot  be  carried  in  those  of  said  propellers  fur- 
nished by  said  party  of  the  first  part,  to  be  canied  by  other 
means,  unless  such  party  of  the  first  part  shall,  within  said 
thirty  days,  furnish  a  sufficient  increase  of  said  propellers  to 
carry  said  freight,  lading  and  passengers  which  said  party  of 
the  second  part  has  for  transportation. 

8.  The  said  party  of  the  second  part  hereby  agrees  to  pay 
to  the  party  of  the  first  part  for  procuring  freight  to  be  trans- 
ported on  the  railway  of  the  said  party  of  the  second  part  the 
following  commissions,  viz.: 

On  all  freights  from  the  Lake  ports  hereinafter  mentioned, 
delivered  by  the  party  of  the  first  part  to  the  Erie  Railway  at 
Buffalo,  to  be  transported  to  New  York,  Boston,  or  any  other 
point  to  which  any  competing  railway  route  then  exists,  forty 
(40)  cents  per  net  ton  of  all  ton  or  pound  freight,  and  four  (4) 
cents  per  barrel  of  flour. 
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On  all  freight  designated  by  mark  or  otherwise,  as  Union 
Express  freight  transported  to  Buffalo  by  the  Erie  Railway 
and  going  from  New  York,  Boston  or  any  other  point  from 
which  there  is  or  may  be  any  competing  railway  route,  one 
dollar  ($1)  per  net  ton  for  first  and  second  classes  of  freight, 
and  fifty  (50)  cents  per  net  ton  for  third,  fourth  and  special 
classes  of  freight. 

The  said  payment  of  the  said  commission  to  be  made  month- 
ly, aud  as  soon  after  the  1st  of  each  month  as  proper  state- 
ments of  said  freight  can  be  made  up  and  verified. 

9.  It  is  hereby  mutually  agreed  by  the  parties  hereto,  that 
all  contracts  for  through  transportation  not  in  violation  of 
this  contract,  that  is  to  say,  all  contracts  made  by  either  party 
hereto,  for  the  transportation  of  freight  or  lading,  through  or 
over  any  of  said  lines  or  routes,  and  the  said  railway,  shall  be 
carried  out  and  complied  with  in  good  faith  by  both  parties  ; 
but  it  is  understood  that  all  rates  and  prices  for  such  through 
transportation  (except  for  eastward  bound  freights  from  the 
Lake  Michigan  or  Lake  Superior  ports,  aforesaid,  carried  to 
Buffalo  by  the  propelL  rs  of  the  party  of  the  first  part)  shall  be 
fixed  or  authorized  by  said  party  of  the  second  part;  but  in  no 
case  shall  such  rates  be  higher  than  the  lowest  rates  fixed  and 
charged  by  any  competing  route  at  the  time,  always  preserving 
the  usual  difference  between  "  all  rail "  and  Lake  and  rail 
transportation ;  which  difference  on  property  coming  from 
Lake  Erie  ports  shall  in  no  case  be  less  than  fifteen  (15)  cents 
per  barrel  for  flour,  and  in  the  same  proportion  for  all  other 
classes  of  freight 

10.  It  is  further  mutually  agreed  that  the  divisions  of  rev- 
enue from  the  transportation  of  all  through  freight  upon  said 
propellers  and  railway  shall  be  as  follows,  viz.  : 

The  said  party  of  the  first  part  shall  receive  as  its  propor- 
tion of  the  total  through  rates  to  and  from  the  ports  of  Lake 
Erie,  twenty-five  (25)  per  cent,  thereof;  and  the  said  party  of 
the  second  part  shall  receive  seventy-five  (75)  per  cent, 
thereof. 

The  said  party  of  the  first  part  shall  receive  as  its  propor- 
tion of  the  total  through  westward  bound  rates  to  the  Lake 
Michigan  ports  aforesaid,  thirty-three  and  one-third  (33^)  per 
cent,  thereof ;  and  the  said  party,  of  the  second  part  shall  re- 
ceive as  its  proportion  sixty-six  and  two-thirds  (662)  per  cent; 
thereof. 
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As  to  the  eastward  bound  freights  from  the  Lake  Michigan 
or  Lake  Superior  ports  aforesaid,  the  party  of  the  second  part 
shall  fix  or  authorize  the  rates  eastward  from  Buffalo  only, 
and  in  no  case  shall  such  rates  from  Buffalo  exceed  the  lowest 
rates  then  accepted  and  taken  by  the  New  York  Central  or 
Erie  Railways  from  their  all  rail  connections,  upon  pro  rata 
divisions  of  the  through  rates  from  Chicago  eastward. 

11.  It  is  mutually  agreed  by  and  between  the  parties  hereto 
that  the  term  of  this  agreement,  and  herein  mentioned,  shall  be 
for  the  ten  years  next  succeeding  the  date  hereof,  unless  sooner 
terminated  as  hereinafter  specially  provided  ;  and  it  is  speci- 
cally  provided,  that  the  term  of  this  agreement  may  cease 
after  the  year  one  thousand  eight  hundred  and  seventy,  be- 
tween the- months  of  December  in  one  year  and  the  next  suc- 
ceeding March,  by  and  upon  the  said  party  of  the  second 
part,  between  said  months,  giving  notice  in  writing  of  its  in- 
tention to  so  terminate  the  same  ;  and  then  procuring  a  pur- 
chaser for,  and  of  each  and  all  the  propellers  owned  by  said 
party  of  the  first  part,  and  used  as  aforesaid  ;  and  each  and 
all  the  tackle,  apparel  and  furniture  of  each  of  said  propellers, 
and  all  other  property  connected  therewith,  or  with  the  busi- 
ness of  any  of  said  propellers,  and  of  each  and  all  leases, 
charters  and  charter  parties  connected  with  such  business  or 
transportation,  by  or  upon  which  said  party  of  the  first  part  may 
then  be  bound,  and  which  shiill  have  been  made  with  reason- 
able reference  to  the  continuance  of  all  or  any  of  such  lines 
(the  said  party  of  the  first  part  to  be  fully  indemnified  against 
and  upon  each  and  all  of  the  same) ;  which  purchaser  shall 
then  pay  said  party  of  the  first  part,  in  cash,  the  value  of 
each  and  all  propellers,  leases,  charter  and  charter  parties, 
and  other  property,  and  fully  and  securely  indemnify  the 
said  party  of  the  first  part  against  and  upon  each  and  all  said 
leases,  charters  and  charter  parties.  The  amount  thus  to  be 
paid  in  cash  shall  be  ascertained  and  finally  fixed  and  deter- 
mined, and  the  terms  and  character  of  such  indemnity  and 
security  shall  be  finally  fixed  and  determined,  by  two  disinter- 
ested and  competent  persons,  one  to  be  chosen  by  each 
party  hereto ;  and  in  case  of  their  disagreement  the  two 
'named  shall  choose  one  other  disinterested  and  competent 
person,  and  the  decision  of  a  majority  of  the  three  thus 
chosen  shall  be  of  the  same  effect  as  if  the  two  persons  thus 
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to  be  chosen  by  the  parties  hereto  had  agreed  in  a  decision. 
When  Ihe  said  purchaser  shall  pay  said  party  of  the  first 
part,  in  cash,  said  sum  thus  to  be  fixed,  and  comply  with  all 
the  terms  of  the  decision  herein  authorized  (the  same  to  be 
done  before  the  first  day  of  March  next,  after  giving  said 
notice),  the  said  party  of  the  first  part  shall  convey  to  said 
purchaser  each  aud  all  the  propellers  and  property  thus  to  be 
purchased,  and  assign  to  such  purchaser  such  leases,  charter 
and  charter  parties,  and  thereupon,  and  uot  before,  said  term 
shall  cease. 

12.  It  is  understood  that  neither  party  hereto  shall  be  liable 
in  any  way  for  the  loss,  damage  to,  or  detention  of  any  pro- 
perty or  passengers  caused  by,  or  occurring  while  in  posses- 
sion of  the  other,  and  in  case  of  any  suit  against  either  • 
arising  on  any  claim  od  which  the  party  sued  shall  claim  that 
the  other  party  is  liable.  A  reasonable  notice  of  such  suit 
shall  be  given  to  such  other  party,  and  opportunity  afforded 
to  take  part  in  defence  thereof ;  otherwise  such  other  party 
shall  not  be  liable  to  the  party  sued.  But  such  party  shall 
be  liable  to  the  other  for  any  amount  it  has  been  compelled  to 
pay  by  reason  of  the  omission,  neglect  or  default  of  such 
other  party. 

I'd.  Neither  party  shall  have  authority  to  make  any  contract 
for  the  transportation  or  delivery  of  freight  at  or  within  any 
particular  time,  nor  shall  either  party  be  regarded  or  held  to 
be  authorized  under  this  contract  to  act  for  or  to  be  the  agent 
of  the  other,  except  for  the  specific  objects  and  to  the  extent 
in  this  contract  provided.  And  while  the  agents  or  servants 
of  one  party  are  in  the  employment  of  or  acting  for  the  other, 
they  shall  be  regarded  only  as  the  agents  of  such  other  party. 

14.  Nothing  herein  contained  shall  be  construed  to  consti- 
tute the  parties  hereto  partners,  either  as  between  themselves 
or  as  to  third  persons. 

In  witness  whereof  the  parties  hereto  have  affixed  the  sig- 
natures of  the  proper  offices  of  their  respective  companies  on 
the  day  and  year  above  written. 

The  Union  Steamboat  Company, 
By  S.  D.  CALDWELL, 

Vice-President. 
Erie  Railway  Company, 
JAY  GOULD, 

President. 
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This  Agreement,  made  and  concluded  this  twenty-sixth  day 
of  August,  A.  D.  one  thousand  eight  hundred  and  seventy- 
one,  between  the  Buffalo  Creek  Railroad  Company,  party 
of  the  first  part,  and  The  Erie  Eailway  Company  and 
The  Union  Dry  Dock  Company,  party  of  the  second  part, 
witnesseth : 

That  for  and  in  consideration  of  the  sum  of  one  dollar  in 
hand  paid  by  each  party  to  the  other,  the  receipt  whereof  is 
acknowledged,  it  is  hereby  covenanted  and  agreed  „by  and  be- 
tween the  parties  hereto,  as  follows  : 

The  party  of  the  first  part  agrees  to  allow  the  main  line  of 
its  railroad  to  be  used  by  the  party  of  the  second  part,  and 
each  of  them,  at  all  times  during  the  continuance  of  this 
agreement,  under  reasonable  rules  and  regulations  to  be  from 
time  to  time  prescribed  by  the  party  of  the  first  part,  and 
without  unreasonable  obstructions  or  delays,  for  the  trans- 
portation of  freight  of  all  kinds  between  the  line  of  the  Erie 
Railway  and  the  docks  or  warehouses  of  the  party  of  the  sec- 
ond part,  or  either  of  them,  now  owned  or  hereafter  to  be  ac- 
quired, or  any  other  premises  used  or  occupied  at  any  time 
hereafter,  by  them  or  either  of  them,  situated  upon  Buffalo  river 
and  the  City  ship  canal,  at  the  rate  of  one  cent  per  ton  of 
twenty-two  hundred,  and  fifty  pounds  of  freight  per  mile  :  the 
engines  and  empty  cars  to  be  allowed  to  run  both  ways,  with- 
out any  charge  for  the  same. 

And  the  said  party  of  the  first  part  agrees  so  to  regulate 
and  control  the  use  of  its  said  railroad  by  other  persons  and 
parties,  that  said  party  of  the  second  part  shall  not,  either  of 
them,  be  unreasonably  delayed,  hindered  or  impeded  in  the 
use  thereof,  but  shall  each  have  the  convenient  and  beneficial 
use  of  the  said  railroad  of  the  party  of  the  first  part  as  they, 
or  either  of  them,  may  from  time  to  time  require  for  their 
freight  traffic. 

The  said  party  of  the  second  part  agree  to  make  once  in 
each  month  true  and  accurate  reports  of  all  the  freight  trans- 
ported by  them,  or  either  of  them,  under  this  agreement,  over 
the  road  of  the  party  of  the  first  part,  to  said  party  of  the  first 
part,  and  to  pay  for  the  same  at  the  rate  above  specified,  on  or 
before  the  twenty-fifth  day  of  each  month  for  the  business  of 
the  preceding  month. 

It  is  mutually  agreed,  that  the  said  ■  party  of  the  first  part 
shall  and  will  keep  its  track  and  railroad  in  good  order  and 
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repair,  at  its  own  expense,  and  that  the  party  of  the  second 
part  is  to  furnish  the  engines,  cars  and  train-men  for  the  trans- 
action of  their  own  business,  and  to  assume  all  the  expense  of 
hauling  the  freight  of  said  party  of  the  second  part  as  herein 
provided. 

And  the  said  party  of  the  second  part  further  covenant  and 
agree,  that  they  will  pay  and  satisfy  the  said  party  of  first  part 
for  all  damages  which  may  be  done  to  the  track,  switches  and 
property  of  said  party  of  the  first  part,  by  or  through  the 
negligence  or  unskillfulness  of  the  agents,  servants  or  em- 
loyees  of  said  party  of  the  second  part. 

And  the  .said  party  of  the  second  part  further  covenant  and 
agree,  that  they  will  indempify  and  save  harmless  the  party  of 
the  first  part  from  all  actions,  suits  and  proceedings  brought 
against  the  party  of  the  first  part  on  account  of  such  negli- 
gence and  unskillfulness  ;  and  from  all  damages  and  costs  re- 
covered in  such  actions,  suits  or  proceedings,  and  all  expenses 
by  it  necessarily  sustained  in  the  defence  thereof.  And  that 
they  will,  if  requested  by  the  party  of  the  first  part,  defend  at 
their  own  expense  any  such  action,  suit  or  proceeding,  and 
shall  have  immediate  notice  of  a^y  such,  and  the  right  to 
defend  the  same. 

It  is  further  mutually  agreed,  that  this  agreement  shall  con- 
tinue in  force  and  be  binding  upon  the  respective  parties, 
their  successors  and  assigns  during  the  term  of  fifteen  years 
from  the  date  hereof.  » 

In  witness  whereof,  the  parties  hereto  have  caused 
their  corporate  seals  to  be  hereunto  affixed,  and 
these  presents  to  be  attested  by  the  signatures  of 
their  respective  Presidents,  the  day  and  year 
first  above  written. 


JAMES  ADAMS,  :       Seal 

r>      j     d    n    t>    n    n  '• Buffal"  Creek ; 

Brest.  B.  G.  B.  R.  Co.  ■  Railroad  Co.  : 


Erie  Kailway  Co.,  :      Sealof 

JAY  GOULD,  Brest.  \  *Z^y 


The  Union  Dry  Dock  Co.  :       Seal 

S.  D.  CALDWELL,  Brest.       \   ^ockCo7 
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Exhibit  No.  2.— Oct.  13,  1879. 

CONDENSED  BALANCE  SHEET. 

Hillside  Coal  and  Iron  Go.,  December  31,  1878. 

Dr. 

Real  estate $2,190,962  04 

Construction 197,281  45 

Saw  mill 3,910  74 

Mine  stock  and  tools 28,536  26 

Supplies 6,418  56 

Cash 25,556  01 

Bills  receivable 35,532  48 

Mine  rents  and  royalties 87,489  25 

Chicago  dry  dock 18,204  91 

Discount  in  advances  made  by  Erie  Railway  Co . .  442,535  78 
Erie  Railway  Co.,  H.  J.  Jewett,  Rec'r.,  coal  ac- 
count   37,204  46 

New  York,  Lake  Erie  and  West'n  R.  R.  Co.,  coal 

and  lumber  account 83,039  01 

North  Western  Mining  &  Exchange  Co 14,601  44 

Towanda  Coal  Co 2,524  00 

Outstanding  accounts,  receivable 38,856  39 

Profit  and   loss 32,230  38 


$3,244,883  16 


Cr. 

Capital  stock $1,000,000  00 

Bonds  and   mortgages 259,339  54 

Touchers  audited 15,264  85 

Pay-rolls '. 21.060  8» 

Bills  payable ?.1B0  55 

Unpaid  wages 253  12 

Erie  Railway  Co.  advances 1,904,470  28 

New  York  Lake  Erie  and  Western  R.  R.  Co.  ad- 
vances   31,800  10 

State  of  Penna.,  taxes  due 6,493  85 


$3,244,883  16 
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Exhibit  JVo.  2 — (Continued.) 

CONDENSED    BALANCE    SHEET. 

North   Western  Mining  and  Exchange  Co.,  Deer  31.  1878. 


De. 

Real  Estate $1,134,028  90 

Construction 51,167  65 

Mine  stock  and  tools 11,997  46 

Supplies 2,329  00 

Bills  receivable 1 ,545  75 

Cash 2,103  50 

Discount  in  advances  made  by  Erie  Railway  Co,  .  206,096  52 
Erie   Railway    Co.,  H.  J.  Jewett,  Rec'r,  coal  ac- 
count   3,962  68 

New  York,  Lake  Erie  and  Western  R.  R.  Co.  coal 

account 6,030  37' 

Penn'a  and  Erie  Coal  and  Railway  Co 9,386  50 

Outstanding  accounts,  receivable 7,481  72 

Stock  held  by  Directors   7,000  00 

Profit  and  loss 197,290  31 

Cr. 

Capital  stock $600,000  00 

Bonds  and   mortgages 1 06,988  27 

Vouchers   audited 1,455  40 

Pay-rolls   I  4,139  13 

Bills  payable   114,469  73 

Unclaimed  wages -....-.., 44 

Erie  Railway  Co.  advances 852,395  43 

New  York,  Lake  Erie  and  Western  R.  R.  Co.  ad- 
vances    46,368  01 

Hillside  Coal  and  Iron  Co 14,601  44 

Outstanding  accounts,  payable 2  51 


$J  ,640,420  36 


$1,640,420  36 
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Exhibit  No.  3.— Octobeb  13,  1879. 

Whereas,  on  this  first  day  of  March,  A.  D.  1875,  the  Erie 
Railway  Company,  as  party  of  the  first  pait,  J.  H.  Devereux, 
Receiver  of  the  Atlantic  &  Great  "Western  Railroad,  as  party  of 
the  second  part,  and  the  Standard  Oil  Company  of  Cleveland, 
Ohio,  as  party  of  the  third  part,  have  executed  a  certain  con- 
tract providing  for  the  transportation  of  crude  petroleum  and 
its  products,  to  the  port  of  New  York. 

And  whereas,  it  is  necessary  to  make  provision  for  the  due 
delivery,  warehousing,  cooperage  and  shipment  of  the  aforesaid 
crude  petroleum  and  its  products,  after  the  same  shall  have 
been  transported  under  the  said  contract  to  the  port  of  New 
York,  and  for  the  accomplishment  of  that  end,  the  agreement 
following  is  entered  into,  viz. : 

On  the  day  aforesaid,  it  is  agreed  by  and  between  the  Erie 
Railway  Company,  party  of  the  first  part,  and  the  Standard 
Oil  Company  of  Cleveland,  Ohio,  party  of  the  second  part,  as 
follows,  to  wit. : 

First. — The  said  party  of  the  second  part  being  now  in  pos- 
session of  the  property  of  the  party  of  the  first  part,  known  as 
the  Weehawken  Oil  Yards,  in  New  Jersey,  the  said  party  of 
the  first  part,  agrees  by  the  execution  of  these  presents  to  give 
and  confirm  to  the  party  of  the  second  part,  full  and  complete 
possession  of  the  said  oil  yards,  together  with  all  buildings, 
docks  or  other  erections,  and  all  appurtenances  to  said 
yards,  buildings  and  clocks  belonging,  to  have  and  to 
hold  said  premises  and  all  rents,  tolls  and  revenues  in  any 
manner  derived  therefrom,  from  the  date  first  above  men- 
tioned until  the  termination  of  this  agreement. 

Second,. — In  consideration  of  the  possession  and  use  of  said 
premises  as  aforesaid,  the  said  second  party  hereby  agrees  to 
and  with  the  said  first  party  as  follows,  to  wit.  :  to  pay  weekly 
to  said  first  party  the  sum  of  five  (5)  cents  on  each  and  every 
barrel  (of  forty-five  gallons)  of  crude  petroleum,  and  the  same 
sum  on  each  and  every  barrel  (averaging  forty-six  to  forty- 
eight  gallons)  of  the  products  of  the  petroleum,  passing  into 
or  through  the  aforesaid  yards,  the  payment  of  five  (5)  cents 
to  be  absolute  on  all  of  said  refined  products,  except  as  here- 
inafter provided,  but  subject  to  ratable  reduction  on  crude 
petroleum  whenever  the  terminal   charge  on  crude  is  reduced 
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below  the  schedule  of  rates  thereon,  adopted  November  8, 
1872  (a  copy  of  which  is  hereto  annexed)  and  which  it  is 
agreed  shall  remain  in  force  as  the  standard  of  rates,  ex- 
cept that  the  first  party  shall  alone  have  the  right  to  re- 
duce the  charge  of  eight  (8)  dollars  per  car  (mentioned 
therein)  to  meet  competition,  but  in  no  other  respect-  shall 
the  first  party  make  any  reduction  of  said  schedule  rates, 
nor  shall  the  second  party  advance  any  or  all  of  said  rates 
without  the  written  assent  of  the  first  party. 

The  second  party  further  agrees  to  conduct  said  warehouse 
business  at  its  own  cost  and  expense  in  the  name  of  the  Erie 
Railway  Company ;  to  assume  such  risk  on  the  oil  while  in 
its  possession  as  the  Brie  Railway  Company  or  J.  H. 
Devereux,  Receiver,  would  be  responsible  for  to  forward- 
ers, consignees  or  owners,  after  its  arrival  and  delivery  in 
cars  at  said  yards ;  to  make  the  charges  uniform  to  all 
parties  who  use  said  yards,  or  for  whom  services  is  therein 
perfoimed,  and  always  as  low  as  any  other  oil  yards  afford- 
ing full  and  proper  facilities  for  the  transfer,  storage,  prepara- 
tion and  shipment  of  oil  at  the  terminus  of  any  railroad  or 
other  line  competing  with  the  Erie  Railway  at  or  adjacent  to 
the  port  of  New  York,  and  generally  so  to  manage  the  premi- 
ses as  to  give  all  patrons  of  the  Erie  Railway  fair  and  equal 
facilities  for  their  oil  business  at  fair  and  equal  cost ;  to  retain 
and  pay  the  present  Superintendent  and  other  officers  and 
employees  of  the  yard  so  long  as  their  duties  are  performed 
to  the  mutual  satisfaction  of  the  parties  hereto,  and  from  time 
to  time  appoint  such  or  other  officers  as  shall  not  be  objected 
to  by  the  first  party ;  to  maintain  the  buildings,  erections  and 
mechanical  appliances  of  the  premises  in  as  good  order  and 
condition  as  when  possession  is  given,  natural  wear  and  dam- 
age unavoidable  by  due  diligence,  from  fire  or  otherwise  ex- 
cepted ;  to  provide  and  maintain  the  requisite  depth  of  water 
at  all  docks,  bulkheads  and  piers  on  said  premises,  and  make 
no  rules  or  regulations  discriminating  against  any  other  ship- 
per, or  shippers  or  receivers. 

It  is  understood  and  agreed,  that  the  consent  of  the  Erie 
Railway  is  to  be  obtained  in  writing  before  any  refined  or 
crude  oil  shall  be  received  at  said  yards  which  arrives  from  the 
the  West,  via  any  transportation  line  or  route  competing  with 
the  Erie  Railway. 
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Third. — It  is  further  agreed,  that  the  second  party  shall 
have  and  assume  the  charge  and  collection  of  freight  and 
charges  on  all  oil  transported  to  the  port  of  New  York  over 
the  Erie  Railway,  accounts  to  be  rendered  and  adjusted  and 
all  balances  due  the  first  party  under  this  and  the  contract 
aforesaid,  shall  be  paid  weekly  by  the  second  party,  Erie  way- 
bills to  govern  as  to  quantities  received,  except  when  the  same 
are  shown  to  be  incorrect,  or  when  loss  in  transit  has  occurred 
through  fault  or  neglect  of  the  first  party  or  its  connecting 
lines. 

Fourth. — It  is  further  understood  and  agreed  that  all  new 
erections,  fixtures,  machinery  or  tools,  which  the  second  party 
has  already,  or  may  hereafter,  add  to  said  yards  or  their  equip- 
ment, shall  be  and  remain  the  property  of  the  second  party, 
removable  at  will  at  any  time  before  or  within  thirty  (30)  days 
after  the  termination  of  this  agreement. 

Fifth. — The  party  of  the  first  part  agrees  that  in  case  any  of 
the  docks,  buildings  or  erections  on  the  said  premises  shall  be 
destroyed  by  fire  or  otherwise,  without  fault  or  neglect  of  the 
second  party,  that  it  will  immediately,  at  ils  own  cost,  and  with 
all  practicable  diligence,  reconstruct  such  destroyed  property, 
and  until  such  reconstruction  is  complete,  will  pay  all  extra 
cost  and  expense  of  doing  the  business,  to  the  extent  of  light- 
ering the  oil  to  other  yards  to  be  provided  by  said  second 
party  in  the  port  of  New  York,  as  may  be  necessary  for  the 
safe  and  prompt  delivery  at  such  other  yards,  so  to  be  pro- 
vided, of  all  oil  shipped  by  the  second  party  or  its  represen- 
tatives under  the  said  before  mentioned  contract,  provided  that 
on  all  oil  so  lightered  the  party  of  the  second  part  shall  be  re- 
leased from  the  payment  of  the  rentals  or  tolls  aforesaid. 

Sixth. — It  is  further  mutually  agreed  by  and  between  the 
parties  hereto,  that  this  agreement  shall  continue  in  force 
until  the  contract  herein  first  referred  to  shall  terminate,  and 
no  longer,  but  the  party  of  the  second  part,  paying  the  rentals 
aforesaid,  may  retain  possession  of  the  said  yards,  docks  and 
other  appurtenances,  for  such  period  after  the  delivery  of  all 
crude  petroleum  and  its  products  then  in  transit,  as  shall  be 
necessary  for  receiving,  storing,  cooperirjg  and  shipping  such 
petroleum  and  its  products,  and  such  as  shall  then  be  in  said 
yards,  but  not  exceeding  thirty  (30)  days,  but  save,  to  the 
extent  which  it  shall  be  necessary  to  occupy  the  said  premises 
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for  such  purposes,  the  party  of  the  first  part  may  from  time  to 
time  re-enter  and  take  possession  of  the  same,  and  at  the  ex- 
piration of  said  period  of  not  more  thau  thirty  (30)  days  shall 
re-enter  and  lake  possession  of  the  wLole  of  said  premises. 

In  witness  whereof,  the  parties  hereunto  have  affixed  their 
their  corporate  seals,  duly  attested  by  the  signatures  of  their 
Presidents  and  Secretaries. 

(Sd.)  The  Erie  Railway  Company, 

By  H.  J.  JEWETT, 

President. 

(Sd.)  The  Standard  Oil  Company, 

By  JOHN  D.  ROCKEFELLER, 

President. 


Exhibit  Do.  4.— October  13,  1879. 

This  Indenture,  made  the  eighteenth  day  of  April,  in  the 
year  one  thousand  eight  hundred  and  seventy-one,  between 
Jay  Gould  and  James  Fisk,  Jr.,  parties  of  the  first  part,  and 
the  Erie  Railway  Company,  party  of  the  second  part: 

Witnesseth,  that  the  parties  of  the  first  part,  for  and  in  con- 
sideration of  the  rents,  covenants  and  agreements  hereinafter 
mentioned,  reserved  and  contained  on  the  part  and  behalf  of 
the  said  party  of  the  second  part,  its  successors  and  assigns, 
to  be  paid,  kept  and  performed,  have  granted,  demised,  and  to 
farm  letten,  and  by  these  presents  do  grant,  demise,  and  to 
farm  let,  unto  the  said  party  of  the  second  part,  its  successors 
and  assigns. 

All  those  certain  plots  or  parcels  pf  land,  with  the  buildings 
thereon  standing,  situate  in  the  Sixteenth  "Ward  of  the  City  of 
New  York,  on  the  corner  of  Eighth  avenue  and  West  Twenty- 
third  street,  and  now  known  as  numbers  three  hundred  and 
one  (30 L)  to  three  hundred  and  nine  (309)  West  Twenty-third 
street  inclusive,  and  two  hundred  and  sixty-one  (261)  to  two 
hundred  and  sixty-nine  ('269)  Eighth  avenue,  inclusive.  And 
the  third  floor  of  number  three  hundred  and  two  (30"<i)  West 
Twenty-fourth  street,  being  part  of  the  same  premises  which 
were  conveyed  to  said  parties  of  the  first  part  by  Samuel  N.  Pike 
and  his  wife,  by  deed  and  assignment  of  leases,  dated  November 
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7th,  1868,  and  recorded  in  the  office  of  the  Eegister  of  the  City 
and  County  of  New  York,  in  Liber  1,075  of  Conveyances,  page 
148  and  155,  on  the  ninth  of  November,  one  thousand  eight 
hundred  and  sixty-eight,  excepting  and  reserving  out  of  the 
premises  hereby  demised,  the  auditorium,  stage,  lobbies,  green- 
room, entrances  and  exits,  saloon,  and  all  other  parts  of  said 
premises  appurtenant  to  and  used  for  theatrical  representa- 
tions and  called  the  Opera  House  ;  and  excepting  also  the  store 
on  the  corner  of  Eighth  avenue  and  Twenty-third  street,  now 
leased  to  other  parties. 

To  have  and  to  hold  the  said  above  mentioned  and  described 
premises,  with  the  appurtenances,  unto  the  said  party  of  the 
second  part,  its  successors  and  assigns,  from  the  first  day  of 
May,  one  thousand  eight  hundred  and  seventy-one,  for  and 
during,  and  until  the  full  end  and  term  of  fifteen  years  thence 
next  ensuing,  and  fully  to  be  complete  and  ended. 

Yielding  and  paying  therefor  unto  the  said  parties  of  the 
first  part,  their  heirs  or  assigns,  yearly  and  every  year  dur- 
ing the  said  term  hereby  granted,  the  yearly  rent  or  sum  of 
fifty-five  thousand  dollars,  and  the  party  of  the  second  part 
also  paying  three-quarters  of  all  taxes  assessed  on  the  whole 
land  and  buildings  included  in  the  said  deed  and  assignment 
of  leases  executed  by  Samuel  N.  Pike  and  wife,  and  also  two- 
thirds  of  the  amount  actually  paid  by  the  parties  of  the  first 
part  for  insurance  of  such  buildings  against  fire,  such  taxes 
and  insurance  to  be  paid  by  the  party  of  the  second  part  as 
soon  as  paid  by  the  parties  of  the  first  part,  and  the  rent  to  be 
paid  in  lawful  money  of  the  United  States  of  America,  in  equal 
quarter  yearly  payments,  to  wit,  on  the  first  days  of  February,  _ 
May,  August  and  November,  in  each  and  every  of  the  said 
years.  Provided  always,  nevertheless,  that  if  the  yearly  rent 
reserved,  or  any  part  thereof,  shall  be  behind  or  unpaid  on  any 
day  of  payment  whereon  the  same  ought  to  be  paid  as  afore- 
said, or  if  default  shall  be  made  in  any  of  the  covenants  herein 
contained,  on  the  part  and  behalf  of  the  said  party  of  the 
second  part,  its  successors  and  assigns,  to  be  paid,  kept,  and 
performed,  then  and  from  thenceforth,  it  shall  and  may  be  law- 
ful for  the  said  parties  of  the  first  part,  their  heirs  or  assigns, 
into  and  upon  the  said  demised  premises,  and  every  part 
thereof,  wholly  to  re-enter  and  remove  all  persons  therefrom, 
and  the  some  to  have  again,  re-possess  and  enjoy,  as  in  their 
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•first  and  former  estate,  anything  hereinbefore  contained  to  the 
contrary  thereof  in  anywise  notwithstanding. 

And,  the  said  party  of  the  second  part,  for  itself  and  its  suc- 
cessors, doth  hereby  covenant  and  agree,  to  and  with  the  said 
parties  of  the  first  part,  their  heirs  and  assigns,  by  these  pres- 
ents, that  the  said  party  of  the  second  part,  its  successors  or 
assigns,  shall  and  will  yearly  and  every  year  during  the  said 
term  hereby  granted,  well  and  truly  pay,  or  cause  to  be  paid, 
unto  the  said  parties  of  the  first  part,  their  heirs  or  assigns, 
the  said  yearly  rent  above  reserved,  on  the  days  and  in 
manner  limited  and  prescribed  as  aforesaid,  for  the  payment 
thereof,  without  any  deduction,  fraud  or  delay,  according  to 
true  intent  and  meaning  of  these  presents. 

And,  that  on  the  last  day  of  the  said  term,  or  other  sooner 
determination  of  the  estate  hereby  granted,  the  said  party  of  v 
the  second  part,  its  successors  or  assigns,  shall  and  will  peace- 
;  ably  and  quietly  leave,  surrender  and  yield  up  unto  the  said 
parties  of  the  first  part,  their  heirs  or  assigns,  all  and  singular 
the  said  demised  premises,  iu  as  good  order  and  condition,  as 
they  now  are,  reasonable  wear  and  tear  and  damage  by  the 
elements  filoue  excepted. 

Ani,  the  said  parties  of  the  first  part,  for  themselves,  their 
heirs,  executors,  and  administrators,  do  covenant  and  agree 
to  and  with  the  said  party  of  the  second  part,  its  successors 
anil  assigns,  by  these  presents,  that  the  said  party  of  tho  second 
part,  its  successors  or  assigns,  paying  the  said  yearly  rent 
above  reserved,  and  performing  the  covenants  and  agreements 
aforesaid  on  its  or  their  part,  the  said  party  of  second  part,  its 
successors  and  assigns,  shall  and  may  at  all  times  during  the 
said  term  hereby  granted,  peaceably  and  quietly  have,  hold 
and  enjoy  the  said  demised  premises,  without  any  manner  of 
let,  suit,  trouble  or  hindrance,  of  or  from  the  said  parties  of 
the  first  part,  their  heirs  or  assigns,  or  any  other  person  or 
persons  whomsoever. 

An-J,  the  parties  hereto  hereby  covenant  and  agree,  that  the 
said  party  of  the  second  part,  and  its  successors,  or  auy  of 
them,  shall  not  nor  will  at  any  time  or  times  hereafter  during 
the  time  hereby  granted,  lease,  let  or  demise,  all  or  any  part  of 
the  said  premises  hereby  demised,  nor  assign,  transfer,  or  make 
over  the  same  or  this  present  lease,  or  any  of  their  term  or 
time  therein,  to  any  person  or  persons  whomsoever,  except  to 
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some  other  railway,  canal,  insurance,  scientific  or  art  corpora- 
tion, without  the  consent  of  the  said  parties  of  the  first  part, 
their  heirs  or  assigns,  in  writing,  for  that  purpose  first  had 
and  obtained. 

And,  that  the  party  of  the  second  part  shall  have  the  option 
of  renewing  this  lease,  upon  the  same  terms,  for  the  further 
period  of  five  years,  upon  giving  written  notice  thereof  to  the 
parties  of  the  first  part,  at  least  three  months  before  the  ex- 
piration of  the  original  term,  and  shall  also  have  the  option  of 
renewing  a  lease  of  the  premises  for  a  still  further  period  of 
five  years,  upon  a  like  notice,  upon  such  terms  as  may  be  fixed 
by  arbitrators,  of  whom  one  shall  be  chosen  by  parties  of  the 
first  part,  and  one  by  the  party  of  the  second  part,  and  a  third 
by  the  two  thus  chosen,  in  case  they  cannot  agree  upon  the 
terms  of  the  new  lease. 

In  witness  whereof,  the  said  parties  of  the  first  part  have 
hereunto  set  their  hands  and  seals,  and  the  said  party  of  the 
second  part  has  caused  its  corporate  seal  to  be  hereunto 
affixed,  and  these  presents  to  be  signed  by  a  committee  for 
that  purpose  authorized  by  the  Board  of  Directors,  the  day 
and  year  first  above  written. 

Sealed  and  delivered  j  [Sgd.J     Jay  Gould.  [l.  s.J 

in  the  presence  of,  f  [Sgd.]     James  Fisk,  Jr.         [l.  s.] 

[Sgd.]     Jno.  F.  Cole. 

:  Intim  ootpS"-  LSgd.]      0.  H.  P.  Aeohek,     > 

\       Cancelled.       j  [Sgd.]        CHARLES.  G.  SlSSON,  f  ^mnnuttee- 


'■    Seal     :  H    N  Otts 

:Erie  R'y:  °-   Ly    U1Ib> 


Co. 


Secretary, 


State  of  New  York.         j 
City  and  County  of  New  York,  j 


On  this  sixth  day  of  June,  in  the  year  one  thousand  eight 
hundred  and  seventy-one,  personally  appeared  before  me  Jay 
Gould  and  James  Fisk,  Jr.,  to  me  known  to  be  two  of  the  per- 
sons described  in,  and  who  executed  the  within  instrument, 
and  severally  acknowledged  to  me  that  they  executed  the  same 
as  their  voluntary  act  and  deed,  for  the  uses  and  purposes 
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therein  mentioned ;  also,  on  the  same  day,  personally  appeared 
before  rne'O.  H.'JP.  Archer,  Charles  G.  Sisson  and  Horatio  N. 
Otis,  to  me  known];' to  be  the  persons  whose  names  are  sub- 
scribed to  the  within  instrument  as  committee  and  secretary, 
and  who  executed  the  same,  and  who  are  known  to  me  to  be 
the  directors  of  the  Erie  Eailway  Company ;  and  as  to  the 
said  Otis,  to  be  the  secretary  thereof;  and  all  of  whom  sever- 
ally acknowledged  to  me  that  they  executed  the  within  instru- 
ment as  the  voluntary  act  and  deed  of  the  Eiie  Railway  Com- 
pany, for  the  uses  and  purposes  therein  mentioned,  the  said  O. 
H.  P.  Archer  and  Charles  G.  Sisson  executing  the  same  as  of 
majority  of  the  committee  appointed  by  the  Board  of  Directors 
of  the  Erie  Eailway  Company  for  that  purpose;  the  said 
Horatio  N.  Otis  executing  the  same  as  secretary  of  the  said  com- 
pany, and  the  said  O.  H.  P.  Archer,  Charles  G.  Sisson  and 
Horatio  N.  Otis,  being  severally  duly  sworn,  did  each  for  him- 
self depose  and  say,  that  he  knew  the  corporate  seal  of  the  said 
company,  which  is  affixed  to  the  within  instrument;  that  it  was 
thereto  affixed  by  the  said  Otis,  as  secretary  of  the  said  company, 
by  order  of  the  said  committee  and  of  the  Board  of  Directors  of 
the  said  company,  that  the  said  Archer,  Sisson  and  Otis  were 
appointed  by  the  said  Board  of  Directors  a  committee  to  exe- 
cute a  lease,  in  manner  and  form,  as  is  set  forth  in  the  within 
instrument,  and  were  by  the  said  Board  of  Directors  author- 
ized and  empowered  so  to  do ;  that  the  said  Archer  and  Sis- 
son subscribed  their  names  to  the  within  instrument  as  a  ma- 
jority of  such  committee,  and  the  said  Otis  subscribed  his 
nan.e  thereto  as  secretary  of  said  company,  by  order  of  the 
Board  of  Directors  of  the  said  Erie  Railway  Company,  and 
under  and  by  virtue  of  a  resolution  passed  by  said  Board. 

[L.B.]  (Sgd.)    JNO.  F.  BINGHAM, 

Notary  Public, 

N.  Y.  Co. 


581 

Exhibit  No.  1.— Oct.  14,  1879. 
SUPREME  COURT. 


The  Farmers'  Loan  &  Teust  Co., 
Trustee,  &c. 

agt.     . 
The  Eiiie  Railway  Co.  and  Othees. 


J.  C.  B.  Davis,  Trustee,  &c, 

agt. 

The  Erie  Railway  Co.  and  Others. 

City  and  County  of  New  York,  ss. : 

Hugh  J.  Jewett,  being  duly  sworn,  says  :  That  he  is  receiver 
of  the  Erie  Railway  Co.  and  as  such  is  prosecuting  three 
several  suits,  in  London,  for  the  recovery  of  very  large  sums 
of  money  for  the  benefit  of  those  interested  in  the  property 
held  by  him  as  such  Receiver. 

That  he  is  advised  and  believes  that  it  is  necessary  for  him 
to  send  certain  books  and  papers  in  his  possssion,  as  such  Re- 
ceiver, to  London,  for  the  purpose  of  making  proof  in  such 
cases  and  in  compliance  with  the  practice  of  the  courts  in 
which  suits  are  pending,  which  books  and  papers  while  absent 
will  be  in  the  custody  of  his  solicitors  and  will  be  returned 
after  an  absence  of  no  great  duration. 


-\ 


H.  J.  JEWETT. 


Sworn  to  and  subscribed  before  me, 
this  28th  day  of  June,  1877, 

C.  G.  Barber, 

Notary  Public. 
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The  Farmers'  Loan  <fe  Trust  Co.  j 

agt.  \ 

The  Erie  Railway  Co.  and  Others.  \ 


Davis,  Trustee,  &c, 

agt. 

Thf  Erie  Railway  Co.  and  Others 

At  a  Special  Term  of  this  Court,  held  at  Chambers, 
at  the  City  Hall,  on  this  29th  day  of  June,  1877. 

Present— Hon.  Chas.  Donohue,  Justice. 

On  reading  and  filing  the  affidavit  of  H.  J.  Jewett,  hereto 
attached,  and  the  consents  of  the  attorneys  of  the  several 
parties  to  these  suits, 

It  is  ordered  that  Mr.  Jewett,  the  Receiver,  be  allowed  to 
send  to  London  such  books  and  papers  as  he  may  be  advised 
to  be  necessary  under  the  English  practice  in  the  suits  in  said 
affidavit  referred  to,  and  which  he  can  part  with,  consistently 
with  the  due  discharge  of  his  duties  as  such  Receiver  and  with 
the  safety  of  the  property  and  franchises  in  his  hands. 

CHAS.  DONOHUE, 

J.  8.  C. 
Endorsed.— Filed  June  29,  1877. 
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Exhibit  No.  8-  Oct,  14,  1879. 
SUPREME   COURT. 

New  Yoke  County. 


The  Farmers'  Loan  and  Trust 
Company,  Trustee,  Ac., 

Plaintiff", 

against 

The  Erie  Railway  Company  and/ 
James  Brown  and  J.  C.  Ban- 
croft Davis,  as  Trustees, 

Defendants. 


SUPREME  COURT, 

New  Yoke  County. 

J.  C.  Bancroft  Davis,  Trustee, 

Ac., 

Plaintiff, 

against 

The  Erie  Railway  Company,  The/ 
Farmers'  Loan  &  Tkust  Com- 
pany,    Trustees,    and    James' 
Brown,  Trustee,  Ac, 

Defendants. 


(Copy.) 
Deposition  of  Wm.    H.   Vanderbiit,  taken  before  James  C. 
Spencer,  Referee,    on  the    17th    day,    of   March,  1877, 
under  an  order  entered   in  the   above   entitled  actions 
on  the  20th  day  of  January,  1877. 

Q.  Will  you  please  state  your  residence  and  business,  and 
how  long  you  have  been  engaged  in  your  present  occupation  ? 
A.  I  reside  in  the  City  of  New  York  ;  I  am  Vice-President  of 
the  New  York  Central   A  HudsoL   River   Railroad  Company 
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and  other  railroad  companies;  have  been  engaged  in  railroad 
business  for  the  past  thirteen  years. 

Q.  Do  you  know  Hugh  J.  Jewett,  the  Receiver  of  the  estate 
of  the  Erie  Railway  Company,  and  how  long  have  you  known 
him  ?  A.  I  have  known  Mr.  Jewett  the  past  two  years,  during 
which  he  has  been  connected  with  the  Erie  Railway  as  Presi- 
dent and  Receiver. 

Q.  What  are  his  general  qualifications  for  the  management 
and  operation  of  a  railroad  and  the  protection  of  interest  con- 
nected thereunto  ?  A.  I  think  him  thoroughly  corn peteut  to 
manage  a  railroad,  and  that  he  is  familiar  with  all  the  inter- 
ests of  a  great  corporation,  and  peculiarly  qualified  to  guard 
and  protect  those  interests. 

Q.  Mr.  Jewett,  as  Receiver  of  the  estate  of  the  Erie  Rail- 
way Company  is  engaged  in  operating  a  line  of  railroad  ex- 
tending from  New  York  to  Buifalo,  Dunkirk  and  Rochester, 
with  its  various  branches  and  connections  ;  it  appears  by 
proofs  taken  before  the  Referee,  and  read  to  you,  that  the 
value  of  the  property  entrusted  to  his  keeping,  care  and  man- 
agement is  about  $75,000,000,  and  that  the  annual  gross  re- 
ceipts and  disbursements  of  the  Receivership  since  his  ap- 
pointment as  Receiver,  amount  to  about  the  sum  of  $25,000,- 
000,  and  for  the  proper  performance  of  his  duties,  he,  with  his 
sureties  are  under  bonds  to  the  amount  of  $1,500,000.  Upon 
this  state  of  facts  please  state  what,  in  your  opinion  and  judg- 
ment, would  be  a  proper  and  suitable  compensation  for  his 
services  and  responsibilities  as  such  Receiver?  A.  I  should 
consider  $25,000  per  year  a  fair  compensation  for  the  services 
of  a  gentleman  competent  to  fill  the  Presidency  of  the  Erie 
Railway  if  it  was  in  the  financial  condition  of  first  class  road, 
such  as  the  Pennsylvania  Railroad  or  New  York  Central,  but 
in  the  condition  that  it  is  in  would  consider  the  sum  of  forty 
thousand  dollars  per  annum  not  a  large  compensation  for  the 
Receiver  thereof,  and  only  a  proper  and  suitable  compensa- 
tion to  be  awarded  to  him  for  his  services  and  responsibilities 
as  such  Receiver. 

Cross-examination  by  Mr.  Turner  : 

A.  I  have  put  $15,000  additional  compensation  for  the  an- 
noyances tending  Mr.  Jewett's  position,  which  I  consider 
entirely  outside  of  the  usual  executive  duties  of  an  officer  and 
of  that  kind. 

Q.  You  don't  base  it  upon  any  knowledge  on  your  part  as  to 
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what  compensation  is  usua.lly  paid  Receivers  ?  A.  No,  sir ;  I 
dont't  know  what  compensation  they  are  paid;  I  am  aware 
that  there  is  a  commission  of  some  kind,  but  even  what  that 
is  I  don't  know. 

Q.  This  amount  that  you  have  mentioned  is  not  in  addition 
to  any  claim  for  commission  ?     A.  No,  sir. 

Q.  The  value  of  the  road  being  stated  at  about  $75,000,000, 
if  that  is  too  high,  and  if  the  road  is  not  by  maoy  millions 
worth  that  amount  ?     A.  That  would  not  affect  my  judgment. 

Q.  (By  Eaton.)  Have  you  had  occasion  to  know  some- 
thing of  the  details  of  Mr.  Jewett's  management  of  the  com- 
pany? A.  My  knowledge  only  extends  to  to  my  own  commu- 
nications with  Mr.  Jewett ;  I  have  had  very  frequent  interviews 
with  him ;  he  has  a  great  deal  of  negotiations  to  attend  to  ;  I 
have  had  occasion  to  know  a  great  deal  of  the  annoyances  to 
which  he  has  been  subjected  from  the  newspapers  and  other- 
wise ;  I  suppose  his  duties  bring  him  in  frequent  contact  with 
the  stockholders  and  shareholders. 

Q.  You  mean  to  be  understood  that  if  you  were  a  bond- 
holder of  the  Erie  Railway  Company  knowing  what  you  do 
of  its  affairs,  you  would  think  it  good  economy  to  allow  Mr. 
Jewett  what  you  mention  as  compensation?  A.  I  should 
think  that  if  I  were  a  bondholder  and  could  find  any  gentle- 
man that  I  considered  competent  to  louk  after  the  interests  of 
that  trust  I  would  be  willing  to  pay  him  that  compensation. 

Q.  Is  Mr.  Jewett  such  a  man  ?  A.  So  far  as  I  am  capable 
of  judging,  I  should  say  he  is. 

WM.  H.  VANDERBILT. 
Subscribed  and  sworn  this  17th  > 

day  of  March,  1877,  before  me,  j 

James  C.  Spencek,  Referee. 

State  of  New  York,  I 

City  and  County  of  New  York,  j  ss"  : 

I,  Hubert  O.  Thompson,  Clerk  of  the  said  City  and  County, 
and  Clerk  of  the  Supreme  Court  of  said  State  for  said  county, 
do  certify  that  I  have  compared  the  preceding  with  the  orig- 
inal deposition  on  file  in  my  office,  and  that  the  same  is  a  cor- 
rect transcript  therefrom,  and  of  the  whole  of  such  original. 
In  witness  whereof  1  have  hereunto  subscribed  my 
name  and  affixed  my  official  seal  thisjtwelfth  day 
[seal.]        of  September,  1879. 

HTTRW.pt  n    THOMPSON,  Clerk, 
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Exhibit  JVo.  3.— October  14,  1879. 
SUPEEME     COUET, 

New  Yoke  County. 


The    Farmers'  Loan    &    Trust 
Company,  Trustees,  &a, 

Plaintiff, 

against 

The  Erie  Railway  Company  andI 
James  Brown  and  J.  C.  Ban-| 
croft  Davis  as  Trustees, 

Defendants. 


SUPEEME     COUET, 

New  York  County. 

J.  C.  Bancroft  Davis,  Trustee, 
&o., 

Plaintiff, 

against 

The  Erie  Eailway  Company,  THEf 
Farmers'  Loan  &  Trust  Com- 
pany,   Trustees,    and    James  ] 
Brown,  Trustee,  &c, 

Defendants. 

Deposition  of  George  T.  Balch,  taken  before  James  0. 
Spencer,  Beferee,  on  the  28th  day  of  February,  1877, 
under  an  order  entered  in  the  above  entitled  action, 
on  the  20th  day  of  January,  1877  : 

George  T.  Balch,  being  duly  sworn,  deposeth  and  saith  :  I 
am  a  civil  engineer  in  the  employ  of  the  Eeceiver  of  the  estate 
of  the  Erie  Eailway  Company,  and  have  been  employed  as 
such  in  taking  an  inventory  of  tbe  real  and  personal  property 
of  said  estate  for  the  use  of  the  Eeceiver  in  accordance  with 
the  orders  directing  him  to  file  an  inventory. 
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I  have  nearly  completed  my  labors  in  this  respect.  .  The 
inventory  is  very  full,  and  is  contained  in  nineteen  (19)  folio 
volumes,  covering  12,000  pages,  comprising  a  very  full  de- 
scription of  the  amount  and  character  of  the  property,  real 
and  personal ;  portions  of  this  property  have  been  carefully 
appraised,  other  portions  have  not,  and  my  opinion  as  to  the 
value  of  the  latter  property  is  based  upon  my  estimate  of  the 
'  same. 

I  have,  at  the  request  of  the  Referee,  collated  the  values  of 
the  real  estate,  including  what  has  been  appraised  and  other- 
wise, and  my  opinion  is,  that  the  minimum  value  of  the  same 
cannot  be  less  than  $33,000,000. 

In  addition  to  this  real  estate  leased  and  operated  and  held 
by  the  Receiver  is  the  sum  of  $24,000,000,  making  the  aggre- 
gate amount  of  real  estate  owned,  leased  aud  operated  by 
the  Receiver,  $54,000,000. 

That  the  amount  of  personal  property  of  said  estate  in 
charge  of  the  Receiver  amounts  to  the  aggregate  sum  of  over 
$21,000,000. 

I  am  of  the  opinion,  based  upon  the  examination  made  by 
me  of  all  this  property,  that  the  total  values  of  the  property 
of  the  estate  of  the  Erie  Railway  Company  in  charge  and 
under  the  control  of  the  Receiver  is  not  less  than  $75,000,000. 

GEO.  T.  BALCH,  C.  E., 

In  charge  of  Inventory. 
Subscribed  and  sworn  before ) 
me,  this  28th  day  of  Feb-  V 
ruary,  1877,  "  J 

James  0.  Spencer, 

Receiver. 


State  or  New  York, 


City  and  County  of  New  York,  j  ' 

I,  Hubert  O.  Thompson,  Clerk  of  the  said  City  and  County 
and  Clerk  of  the  Supreme  Court  of  said  State  for  said  County,  do 
certify,  that  I  have  compared  the  preceding  with  the  original 
deposition  on  file  in  my  office,  and  that  the  same  is  a  correct 
transcript  therefrom,  and  of  the  whole  of  such  original. 

In  witness  whereof,  I  have  hereunto  subscribed 
my  name,  and  affixed  my  official  seal,  this  12th 
[seal.]  day  of  September,  1879. 

HUBERT  O.  THOMPSON, 

Clerk. 
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Exhibit   STo.  »— Nov.  25,  1879. 
SUPREME  COURT. 


John  C.  Angell 

against 

The  Eeie  Railway  Company  and| 
otheks. 

City  and  County  of  New  York,  ss. : 

Sylveftter  H.  Dunan,  being  duly  sworn,  at  the  request  of 
John  G.  Angell,  a  creditor  of  the  Erie  Railway  Company,  de- 
poses and  says : 

1.  That  deponent  was  the  principal  auditor  of  the  Erie  Rail- 
way Company  from  October  first,  1872,  until  March  11th,  1874, 
and  during  said  period  it  was  his  business,  under  the  orders  of 
the  President,  to  direct  the  manner  in  which  the  accounts  of 
the  said  company  should  be  kept  and  stated,  as  will  more  fully 
appear  by  the  following  extract  from  the  by-laws  of  the  said 
company : 

"  The  powers  and  duties  of  the  General  Auditor  shall  be  as 
follows  : 

"  1.  He  shall  have  the  supervision  of  all  the  accounts  of  the 
company,  including  its  branch  roads  and  leased  lines,  and 
shall,  from  time  to  time,  direct  the  form  and  manner  in  which 
the  said  accounts  shall  be  kept,  and  -require  from  all  officers 
and  agents  conformity  to  such  directions. 

"  2.  He  shall  prescribe  the  form  of  all  reports  and  returns 
which  are  to  be  made  to  his  department,  designate  when  they 
are  to  be  made,  and  may  transmit  such  forms  directly  to  per- 
sons in  other  departments,  who  are  required  to  make  such  re- 
ports and  returns. 

"  3.  He  shall  be  furnished  by  the  Secretary  or  other  proper 
officer  with  a  copy  of  every  contract  entered  into  by  the  com- 
pany which  relates  to  matters  in  his  department,  and  shall  re- 
port to  the  President  monthly  all  payments  and  receipts  under 
anv  such  contract  and  anv  fa.iWft  +.r.  comply  with  its  terms, 
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"  4.  He  shallkeep  in  his  department  a  full  account  of  all  stocks, 
bonds  and  securities  of  every  kind  held  b_v  the  company,  and 
obtain  all  such  information  in  regard  to  them  as  may  be  desir- 
able, in  order  to  form,  as  far  as  may  be,  a  just  opinion  of  their 
value,  and  report  thereon,  in  writing,  quarterly  to  the  Presi- 
dent. 

"  5.  He  shall  examine  quarterly,  and  oftener,  if  need  be,  the 
bonds,  mortgages  and  other  securities  which  may  be  in  the 
hands  of  the  Treasurer,  compare  the  same  with  the  accounts 
of  his  department  and  report  to  the  President. 

"  6.  He  shall  furnish  to  the  President  and  to  each  of  the 
Directors,  on  or  before  the  last  day  of  each  month,  a  statement 
of  the  earnings  and  expenses  of  the  company  as  nearly  as  may 
be,  for  the  preceding  calendar  month  ;  and  as  soon  as  may  be, 
after  the  close  of  each  fiscal  year,  shall  furnish  to  the  President  a 
full  statement  of  all  the  accountsof  his  departmentfor  such  fiscal 
year.  With  the  approviil  of  the  President,  he  may  appoint 
the  clerks  and  messengers  in  his  department  and  fix  their 
salaries.  He  shall  discharge  such  other  duties  as  may  be  as- 
signed to  him  by  the  President." 

2.  That,  as  deponent  is  informed  and  believes,  on  February 
11,  1873,  at  a  meeting  of  the  Board  of  Directors  of  said  com- 
pany, held  in  the  City  of  New  York,  the  said  Directors  being 
then  Messrs.  Peter  H.  Watson,  S.  D.  Babcock,  Edwin  D.  Mor- 
gan, John  J.  Cisco,  William  Butler  Duncan,  John  Taylor 
Johnston,  William  E.  Travers,  S.  L.  M.  Barlow,  Charles  Day, 
Homer  Ramsdell,  John  V.  L.  Pruyn,  A.  S.  Diven,  Henry  P. 
Lansing  and  Frederick  Schuchardt,  a  majority  of  whom  were 
present  when  A  dividend  was  declared  out  of  the  alleged  net 
earnings  of  the  company  for  the  year  ending  December  31st, 
1872,  of  one  and  three-fourths  per  cent,  on  the  common  stock 
of  said  company,  such  dividend  amounting  to  $1,365,000,  and 
of  three  and  a  half  per  cent,  on  the  preferred  stock,  such  divi- 
dend amounting  to  $298,791.85. 

3.  That  said  dividends  were  declared  upon  accounts  made 
up  under  the  direction  of  deponent  which  were,  in  substance,  the 
same  as  the  account  of  profit  and  loss  of  the  said  company  for 
the  year  ending  December  31st,  1872,  a  copy  of  which  will  be 
found  in  pages  228  and  229  of  the  New  York  Assembly 
document  numbered  98,  of  the  year  1873,  and  which  account 
is  as  follows  : 
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Profit  and  Loss  Account,  Erie  Railway  Company,  to  December 
Slst,  1872  : 


1872. 
June  30. 
Dec.  81. 

81. 

31. 

31. 

31. 

31. 

81. 

31. 

31. 

81. 

31. 
31. 
31. 
31. 

31. 

31. 
31. 

31. 


31. 
31. 
31. 
31 
31 
31 

31 

Dec.  31 


31 


31. 
31. 

31. 
31. 
31. 


Dr. 

To  dividend  on  preferred  stock  lo  date. . 

To  Hudson   River   ferry 

To  expenses  Weehawken  docks 

To  mileage  of  cars 

To  Erie  baggage  express 

To  taxes  on  real  estate 

To  taxes  Slate  of  Pennsylvania 

To   insurance   premiums 

To  expenses  operating  certain  branches. . 
To   interest  after   deducting    amounts 

receivable 

To    Consolidated     Mortgage     Bonds, 

loans  on  repurchase 

To  rent  of  Paterson  &  Hudson  R.  R. . . 
To  rent  of  Paterson  &  Ramapo  R.  R . . 

To  rent  of  Weehawken  R.  R 

To  rent  of  Newburgh  &  New  York  R. 

R 

To  rent  of  Buffalo,  New  York  &  Erie 

R.  R 

To  rent  of  Newark  &  Hudson  R.  R 
To  rent  of  Newark  &  Hudson,  D.  L.  & 

W.  R.  R 

To  rent  of  Paterson  &  Newark  R.  R., 
35  per  cent,  of  earnings,  equal  to  7 

per  cent  on  $500,000  bonds 

To  rent  of  Montgomery  &  Erie  R.  R . . 
To  rent  of  Goshen  &  Deckertown  R.  R. 

To  rent  of  Hawley  Branch 

To  rent  of  Honesdale  Branch 

To  rent  of  Jefferson  R.  R 

To  rent  of  Rochester  &  Gen.  Valley  R. 

R  

To   rent  of  Avon,  Gen.  <fc  Mt.  Morris 

R.  R 

To  rent  of    f  rie  4  Genesee  Valley  R. 

R 

To  rent  of  Buff.,  Brad.  &  Pittsb'gh  R. 

R 

To  rent  of  Niagara  Falls  Branch 

To  rent  of  Weehawken  Docks 


To  interest  on  1st  Mortgage  Bonds. . . 
To  interest  on  2d  Mortgage  Bonds. . . . 
To  interest  on  3d  Mortgage  Bonds . . . 


$298,791  85 

243,492  11 

4,816  11 

371,177  63 

•23,297  79 

17,096  47 

16,835  62 

75,200  16 

83,386  00 

278,749  46 
15,000  00 


$48,400  00 
3' 1,000  00 
17,500  00 

17,500  00 

233,100  00 
33,000  00 

8,000  00 


35.U00  00 
26,000  00 
21,5110  00 
35,000  00 
21,000  00 

140.000  00 

34,012  00 

15,000  00 

8,400  00 

40,600  00 

105.1  00  00 
83,200  00 

21(1,000  00 
280,000  00 
420,000  00 


951,212  00. 
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1872. 

Dec.   81.  To  interest  on  4th  Mortgage  Bonds. .  .        ^310,870  00 

81 .  To  interest  on  5th  Mortgage  Bonds. . .  64,855  00 

81 .  To  interest  on  Consolidated  Bonds.. . .  91,622  22 

SI.  To  interest  on  Buffalo  Branch  Bonds.  12,782  00 

31 .  To  interest  on  Sterling  Bonds 290,664  00 

81 .  To  interest  on  Long  Dock  Bonds 210,000  Q0 

$1,890,793  22 

31  .  To  profit  and  loss  adjustment  nccotint 90,749  36 

31.  To  dividend  on  preferred  stock $298,791  85 

31.  To  dividend  on  common  stock I,365,0n0  00 

1,663.791   85 

81 .  To  balance 2,076,273  32 


$8,095,662  95 

0k. 
1872. 

Dec.    31.     By  balance,  31stDecember,  1871 *1, 947, 624  65 

31 .     By  Steward's  department $41915 

3 1 .      By  Agent,  Kanona 6  73 

4  25   88 

31 .     By  mortgage   (Guy  K.  Pelton) 285,000  00 

31 .      By  Pavonia  Horse  Railroad 1,479  48 

81 .      Hy  earnings  for  the  year  1872 $18,762,828  01 

81 .     Less  expenses  for  the  year  1872 12,619,545  07 

6,143,282  94 

#8,095,662  95 
1873. 
Jan.    31.     By  balance $2,076,273  32 


4.  That  the  said  account  is  iucortect  although  believed  by 
deponent  to  be  correct  when  made  up,  and  the  same  did  not 
represent  the  true  account  of  net  earnings  of  the  Erie  Rail- 
way Company  for  the  said  year  1872,  for  the  following  rea- 
sons :  The  said  account  has  to  its  credit,  under  date  of  Janu- 
ary first,  1872,  the  sum  of  $1,947,624.05  as  a  balance  of  net 
earnings  brought  forward  from  previous  years,  which  said 
balance  was  entirely  erroneous  and  fictitious,  there  being  at 
that  time  no  balance  or  surplus  of  net  earnings  whatever. 

Such  balance  was  made  up  by  counting  as  assets  upon  the 
books  of  the  said  company  the  following  items,  to  wit : 

1.  Erie  Oil  Refinery $21,5)77  71 

2.  Newburg  &  Kingston  R.  R 3,894  27 

3.  Rochester  &  State  Line  R.  R 3,000  00 

4.  Avon  &  Canandaiga  R.  R 866  00 
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5.  Lockport  &  Buffalo  E.  E $898  07 

6.  Englewood  E.  E 444  18 

7.  Canterbury  &  Cornwall  E.  E 220  75 

8.  Newark  &  Morristown  E.  E 142  00 

9.  Goshen  &  State  Line  Telegraph  Co 1,500  00 

10.  Dnited  States  Treasury,  Internal  Eevenue, 

taxes  paid  114,133  54 

11.  Miscellaneous  accounts,  charged  under  the 

head  of  old  vouchers   242,835  54 

12.  Loss  operating  the  A.  &  G.  W.  E.  E.  on 

lease 1,506,497  78 

13.  Interest  paid  and  due  upon  the  B.  H.  &  E. 

E.   E.  bonds,    guaranteed   by  the  Erie 

E.  E  525,000  00 


$2,421,409  84 


That  of  the  foregoing  amounts  there  never  was  any  pre- 
tence that  any  person  or  corporation  whatever  was  liable  to 
pay  to  the  Erie  Eailway  Company  any  part  of  the  items  num- 
bered 10,  11  and  12  in  the  foregoing  account,  amounting  in  all 
to  $1,863,466.86,  those  amounts  being  simply  payments  which 
had  been  made  as  part  of  the  current  expenses,  with  no  ex- 
pectation of  recovering  them  back,  and  the  other  items  being 
absolutely  worthless,  consisting  of  expenditures  for  the  benefit 
of  corporations  which  were  entirely  insolvent  or  defunct,  and 
the  recovery  of  which  was  entirely  hopeless,  and  not  looked 
for  by  any  officer  of  the  company,  and  if  these  accounts  had 
been  charged,  as  they  should  have  been  to  the  profit  and  loss 
account,  it  would  have  appeared  that  there  was  a  deficiency  in 
said  account  of  more  than  $400,000  on  January  1st,  1872,  in- 
stead of  the  nominal  surplus  which  appeared  at  that  date. 

5.  That  at  the  time  of  making  up  the  said  account,  depon- 
ent had  not  had  an  opportunity  of  examining  the  details  of  the 
accounts  or  the  items  composing  them,  but  stated  the  accounts 
as  they  stood  upon  the  books  of  the  company  at  the  date  of 
December  31st,  1872,  then  believing  the  same  to  be  correct, 
and,  so  far  as  deponent  has  any  knowledge,  the  amount  of 
earnings  stated  in  said  account  being  $18,762,828.01  was  cor- 
rect. 

6.  That  the  statement  of  expenses  during  the  year  1872,  in 
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the  said  account,  did  not  include  the  sum  of  $842,737.72,  legal 
expenses  which  were  paid  in  said  year  and  charged  to  thecost 
of  road  aud  equipment  on  capital  account,  as  will  appear  by 
reference  to  page  16  of  the  official  report  of  the  President^of 
the  said  company,  made  to  its  stockholders  under  date  of  July 
9th,  1872;  that  deponent  has  investigated' the  items  compos- 
ing the  said  account  of  legal  expenses,  and  has  ascertained 
that  no  portion  of  the  same  are  properly  or  legally  chargeable, 
to  the  capital  or  construction  account  of  said  company,  but 
that  the  whole  amount  is  a  proper  and  legal  charge  against 
its  earnings  during  the  said  year  1872,  and  should  have  been 
added  in  the  said  account  to  the  amount  of  current  expenses 
for  that  year. 

7.  That  the  amount  of  current  working  expenses  for  the 
said  calendar  year  1872  was  further  understated  in  the  account 
aforesaid  by  the  sum  of  $602,196.42,  that  amount  having  been 
expended  upon  working  expenses  during  the  said  year,  in 
addition  to  the  amount  stated  in  the  said  account,  but  the 
same  was  deducted  from  the  account  of  work  expenses  by  the 
order  of  Peter  H.  Watson,  the  President  of  said  company, 
upon  the  ground  that  an  inventory  of  materials  in  the  hands 
of  the  stveral  officers  of  the  company,  and  for  which  they  were 
held  accountable,  was  made  up,  for  the  first  time  in  four  years, 
at  the  close  of  the  said  year  1872,  and  showed  that  materials 
of  the  value  of  $1,880,0S4.37  were  thus  held  by  the  officers  of 
the  company,  whereas  there  was  charged  to  them  on  the  books, 
under  this  heading,  only  the  sum  of  $1,277,889.95,  making  a 
difference  in  favor  of  the  company  of  $602,196.42,  which,  by 
direction  of  the  said  Watson,  deponent  deducted  from  the  work- 
ing expenses  of  the  last  three  months  in  the  calendar  year 
1872  ;  that  deponent  has  since  been  informed  and  believes 
that  this  increase  in  value  of  materials  was  'arrived  at,  in 
large  part,  by  invoicing  the  same  at  prices  higher  than 
those  paid  for  them  by  the  company,  and  that  in  so  far  as  the 
said  increase  in  nominal  value  consisted  of  any  actual  incre- 
ment of  materials  the  same  had  extended  over  a  period  of 
more  than  four  years,  and  deponent  is  now  satisfied  that  no 
part  of  the  said  $602,196.42  was  properly  deductible  from  the 
,working  expenses  of  the  three  months  which  received  credit 
for  the  same,  and  he  is  doubtful  what,  if  any  proportion,  was 
properly  deductible  from  the  working  expenses  of  the  calendar 
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year  1872  ;  such  gain,  if  there  really  was  any  actual  gain  to 
the  company,  being  spread  over  a  period  of  more  than  four 
years,  and  deponent  therefore  believes  that  not  more  than  one 
fourth  of  this  sum,  at  the  utmost  say  $150,000,  should  have 
been  carried  to  the  creditof  profitandloss  for  the  said  year  1872, 
and  even  that  amount  would  not  have  represented  any  money 
received  or  anything  except  in  advance  in  price  of  materials 
constantly  in  use  for  the  operation  of  the  road. 

8.  That  the  said  item  of  current  expenses  for  the  year  1872 
should  have  been  further  increased  by  over  $400,000  that 
being  at  least  the  value  of  equipment  destroyed  during  that 
year,  no  portion  of  which,  as  deponent  is  informed  and  be- 
lieves, was  made  good  in  the  equipment  account  of  the  com- 
pany, while  more  than  that  sum  was  charged  to  construction 
or  capital  account  for  the  purchase,  manufacture  or  rebuilding 
of  equipment,  as  will  more  fully  appear  by  the  annual  report 
of  the  said  company  on  file  in  the  Office  of  the  State  Engineer 
at  Albany,  and  by  the  books  and  records  of  the  company  and 
its  officers.  That  this  fact  was  concealed  from  deponent  at 
the  time  of  stating  the  said  account  and  for  a  long  time  after- 
wards, and  he  did  not  become  fully  aware  of  the  fact  until  a 
short  time  previous  to  his  leaving  the  service  of  the  company 

9.  That  with  the  foregoing  corrections  the  account  referred 
to  in  the  said  Assembly  document,  if  it  had  been  stated  ac- 
cording to  the  facts,  would  have  shown  the  following  result  : 

Gross  earnings  for  the  year  1872 $18,762,828  01 

Earnings  for  the  year  1872 18,762,828  01 

Add  sundry  items  to  credit  of  the  account .  4,755  36 

$18,767,583  37 

Working  expenses  for  the 
year  as  stated  in  said  ace $12,619,547  07 

To  which  add  the  amount 
of  legal  expenses  wrongly 
charged  to  construction  ace . .  842,737  74 

Three-fourths  of  the 
amount  of  increment  in  the 
materials  ace,  say 450,000  00 

Depreciation  in  engines 
cars  not  made  good  by  re- 
placement, say ,.  400,000  00     $14,312,284  7 A 

Balance  net  earnings. $  4,455,298  58 
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To  which  is  chargeable  : 

Sundry  payments  as  per 
the  first  11  items  to  the  debit 
of  the  ace ' $  1,427,843  20 

Rental  of  property  on  leas- 
ed lines '. 951,21'/ 00 

Interest  on  mortgage  debt.         1,890,793  22 

Sundryprofitandlossiteras  90,749  36     $  4,360,597  78 


Leaving  an  apparent  surplus  of .      $        94,700  90 

10.  That  even  the  foregoing  correct  account  makes  no  al- 
lowance for  the  great  loss  which  was  incurred  by  the  destruc- 
tion through  fire  of  the  company's  shops,  machinery,  equip- 
ment and  materials  at  Jersey  City,  and  that  if  this  deprecia- 
tion had  been  made  good  out  of  the  net  earnings,  the  profit 
and  loss  account  would  have  shown  a  large  deficiency  instead 
of  any  apparent  surplus.  That  at  the  time  of  stating  the  ac- 
count first  above  referred  to,  deponent  was  deceived  into  the 
belief  that  the  insurance  upon  the  property  thus  destroyed 
fully  covered  the  loss  sustained,  and  it  was  not  until  long  af- 
terwards that  he  learned  that  the  company  had  sustained  by 
said  fire  a  loss  far  exceeding  the  amount  recovered  from  the 
insurance  companies,  which  he  now  believes  to  have  been  the 
fact,  and  deponent  believes  that  this  fact  was  well  known  to 
the  Directors,  or  some  of  them,  when  the  said  account  was 
made  up. 

11.  That  at  the  annual  election  in  July,  1873,  as  deponent 
is  informed  and  believes,  the  following  persons  were  elected 
Directors  of  the  said  company,  and  have  since  acted  as  such, 
to  wit :  Peter  H.  Watson,  Samuel  D.  Babcock,  Herman  R. 
Baltzer,  S.  L.  M.  Barlow,  George  H.  Brown,  William  Butler 
Duncan,  Giles  W.  Hotchkiss,  William  T.  Hart,  John  Taylor 
Johnston,  Henry  L.  Lansing,  Edwin  D.  Morgan,  Cortland 
Parker,  Homer  Ramsdell,  Lucius  Robinson,  Frederick  Schuc- 
hardt  and  two  other  gentlemen,  who  declined  to  act. 

12.  That  as  deponent  was  informed  by  officers  of  the  said 
company,  and  belives,  a  meeting  of  a  majority  of  the  said 
Directors  was  held  at  the  company's  office  on  September  2d, 
1873,  when  they  declared  a  dividend  out  of  the  alleged  net 
earnings  of  the  said  company  for  the  six  months  ending  June 
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30th,  1873,  of  one  per  cent,  on  the  common  stock  of  the  said 
company,  such  dividend  amounting  to  $780,000  ;  and  of  three 
and  a  half  per  cent,  on  the  preferred  stock,  such  dividend 
amounting  to  $298,791.85  ;  and  deponent  does  not  hesitate  to 
say  that  no  portion  of  the  said  dividends  was  earned  during 
the  said  six  months,  nor  at  any  otlier  time  before  or  since, 
during  which  deponent  has  had  an  opportunity  of  examining 
the  company's  accounts,  and  that  said  dividends  were  declared 
upon  the  basis  of  accounts  stated  under  order  of  Peter  H. 
Watson,  the  President  of  the  said  company,  and  as  deponent 
is  informed  and  believes,  with  previous  knowledge  of  the  fal- 
sity of  such  accounts  on  the  part  of  one  or  more  of  the 
Directors,  including  particularly  Samuel  M.  Barlow  and 
Lucius  Robinson. 

13.  That  on  or  about  August  16th,  1873,  deponent  submitted 
to  Peter  H.  Watson,  the  President  of  the  said  company,  the 
following  statement  of  the  profit  and  loss  aqcount  of  the  said 
company  during  the  six  months  ending  June  30,  1873,  which 
account  exhibits  the  true  earnings  and  current  expenses  of 
the  said  company  during  the  period  therein  referred  to,  to  the 
best  of  deponent's  knowledge,  information  and  belief. 

t 

Profit  and  Loss  Statement  for  Six  Months  Ending  30th 

June,  1873. 

Rentals  of  Leased  Lines  accrued  for  6  mos.  to  30 

June,  1873,  viz.:  Dr.                         C'r. 

Palerson  &  Hudson  R.  11 $24,200  00 

Paterson  &  Ramopo 15,000  00 

lloboken  L.  <t  I.  Co..  siding : 1,000  00 

track 1,250  00 

New  burgh  it  New  York  R.  R 8,750  00 

Buffalo,  New  York  &  Erie 116,550  00 

Newark  &  Hudson         " 16,500  00 

D.  L.  &  W.  n.  R.,  rent  of  tract 4,000  00 

Montgomery  &  Erie  R.  R   12,500  00 

Goshen  it  Deckertown  R.  R 10,750  00 

Hawley  Branch 17,500  00 

Honesdale     "     10,500  00 

Jefferson        "     70,000  00 

Rochester  it  Genesee  Valley  R.  R 17,006  00 

Avon,  Gen.  &  Mt.  Morris          "     7,500  00 

Erie  ife  Gen.  Valley  K.  R 4,200  00 

Buffalo,  Brad,  *  Pits'bg  R,  R, . , . . , 20,300  00 
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Paterson  &  Newark  R.  R... . )  $17,500  00 

Less  35  %  earnings  of  6  months  to  >• 

JuneSO )       9,998  98 


Suep.  Bridge  &  Erie  June.  R.  R. .  1  $52,500  00 
Less  35  %  earnings  for  6  months  \ 

to  June  30th  )     19,559  52 


$7,601  l>2 


32,940  48 


Interest  on  mortgage  debt  accrued  for  6  months 

to  June  30th,  1873 1,287,711  41 

Interest  on  Long  Dock  bonds 105,000  00 

Loss  operating  C.  H.  &  D.  R.  R 30,715  00 

State  of  New  Jersey  Taxes 6,665  44 

Interest  on  current  accounts   86,457  6H 

Insurance $9,09100 

Rents 11,845  59 

Hire  of  cars 221,332  46 

State  of  Pennsylvania  Taxes   583  92 

Pavonia  Horse  R.  R.  Lobs 4,591  35 

Ferry               "       22,442  16 

Weehawken  Docks       "     21,014  ti 

Erie  Baggage  Express  "     4,127  40 

New  York  Stations 38,315  04 

Earnings  $9,526,808  87 

Less  expenses 7,934,401   86 


Loss  for  6  months  to  June  30th,  1873 $639,237  48 

P.  &  L.  Adj.  a/e 278,283  86 

Jno.B.  Heath 10,745  51 

Comp.  Settlement  Int.  Rev.  Tax 9,000  00 


Total  loss $937,267  85 


1.592,407  01 


Rebuilding  J.  City,  F.  &  P.  Depot 39,769  70 

Pavonia  Ferries   38,946  84 

Balance  (Loss) 639,237  48 

$2,279,050  55         $2,279,050  55 


14.  That  thereupon  said  Watson  directed  deponent  to  pre- 
pare an  account  of  profit  and  loss,  dating  back  to  October  1st, 
1872,  so  as  to  include  therein  the  months  of  October,  Novem- 
ber and  December,  1872,  which  showed,  as  they  stood 
upon  the  books  exceedingly  profitable  results,  especially 
because  from  the  working  expenses  of  those  months  there  had 
been  deducted  the  whole  sum  of  $602,196.42,  which  has  been 
heretofore  mentioned  ns  the  supposed  increase  in  materials  on 
hand.     Said  Watson  further  directed  deponent  to   omit  from 
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the  said  profit  and  loss  account,  and  to  place  in  the  list  of 
assets  of  the  company  the  account  called  "  Profit  and  Loss 
Adjustment  Account,"  which  consisted  of  items  to  the  amount 
of  $369,0:33.22,  which  are  set  forth  in  detail,  in  a  copy  of  the 
said  account  from  October  1,  1872,  to  June  30,  1873,  hereto 
annexed,  and  marked  Schedule  A.  Also  certain  other  items  of 
expenses  which  cannot  be  conveniently  here  detailed,  and  when 
the  said  profit  and  loss  account  had  been  thus  altered  from 
time  to  time,  pursuant  to  the  directions  of  the  said  Watson,  it 
showed  the  following  result :  , 

Peofit  and  Loss  Account  to  June  30,  1873. 

Sept.  30,  1872. 

By  Balance $2,816,768  12 

Less  dividend  No.  13  on  preferred 

stock  to  31st  December,  1872, 

paid  March  15, 1872 $298,791 .85 

Dividend  No.  7  on  common  stock 

to  31st  Dec,  1872,  paid  March 

15,  1873  1,365,000  00 

1,663,791  85 

Balance    to     credit,   profit    and  

loss $1,152,976  7 

By  Guy  E.  Pelton  mortgage 2,850  00 

By  earnings  for  the  9   months 

^ending  this  day. 
From  Freight $8,213,764  84 

"      Coal  2,85-2,171  86 

"     Passengers     2,484,923  93 

"     Mails  and  Express 638,244  05 

"      Miscellaneous  sums 338,088  57 

$14,527,193  25 
Less  operating  expenses 10,875,544  85      3,651,648  40 

1873.     June  20 : 

To  interest  on  mortgage  debt...  $1,709,953  34 

To  rents  of  property  and  leased 

roads 737,707  07 

To  mileage  of  cars 311,911  60 

To  interest,  discount  and  taxes...       265,277  63 

_      3,024,849  64 

Balance $626,798  76, 
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"  15.  That  the  various  modifications  thus  made  in  the  said 
accounts  were  not  made  in  pursuance  of  any  knowledge  on  the 
part  of  the  said  Watson  as  to  the  accounts  being  erroneous  or 
in  any  way  incorrect,  but  that  his  orders  were  based  avowedly 
upon  the  ground  that  it  was  not  politic  to  publish  to  the  stock- 
holders a  statement  that  would  show  a  deficiency  in  the  work- 
ing of  the  road. 

16.  That  on  or  about  August  27th,  1873,  deponent  declined 
further  to  alter,  modify  or  change  the  accounts  of  the  said 
company,  as  desired  bv  the  said  Watson,  except  upon  the  order 
or  approval  of  the  said  Watson  in  wiiting  ;  and  thereupon,  on 
the  28th  of  August,  1873,  at  about  ten  o'clock,  p.  m.,  depo- 
nent was  furnished  by  the  said  Watson  with  original  papers, 
of  which  the  following  are  copies  which  he  was  directed  to 
enter  upon  the  books  of  the  company,  and  in  pursuance  of 
which  he  was  ordered  to  restate  the  accounts. 

"  Erie  Bailway  Company,  ) 

Department  of  Road,  y 

New  York,  August  27th,  1873.  ) 
"  Hon.  P.  H.  Watson, 

President  of  the  Erie  Jiailwui/. 

Sir, — By  frequent  personal  inspection  of  every  part  of  the 
Erie  Bailway  I  have  had  opportunity  to  ascertain  its  relative 
condition  two  years  ago,  one  year  ago,  and  now,  as  respects 
its  road-bed,  track,  ditches,  embankments,  bridges,  culverts, 
masonry,  fences,  water  stations,  depot  buildings,  engine  and 
car  houses,  machine  shops,  platforms,  &c,  &c,  and,  by  careful 
computation,  I  have  ascertained  that,  owing  to  deficient  ex- 
penditure for  maintenance  in  former  years,  the  expenditure 
for  reparation  and  renewals  for  the  nine  months  ending  June 
'60,  1&73,  was  $719,600.00  more  than  would  have  been  needed 
to  prevent  deterioration  if  the  property  had  been  fully  main- 
tained during  former  years. 

That  amount  ought,  fairly  and  justly,  to  be  deducted  from 
the  expense  of  maintenance  for  the  said  nine  months,  and 
charged  to  an  account  for  reparation  of  former  deficiencies. 

The  balance  is  the  proper  charge  for  current  maintenance 
for  the  nine  months  ending  June. 30,  1873. 

The  purposes  to  which  extra  reparations  and  renewals  were 
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applied,  and  the  amounts  expended  for  them  respectively,  are 
as  follows,  viz.  : 

For  road-bed $72,50U  00 

"     track 531,100  00 

"     fences 14,300  00 

"     depot  buildings   63,900  00 

"     engine  and  car  houses 37,800  00 


Total $719,600  00 

Very  respectfully,  your  obedient  servant, 

(Signed)        JAMES  C.  CLAEKE, 

3<^   V.-P.  and  Supt.  Moad. 
Approved  : 

(Signed)        P.  H.  Watson, 

President." 

"  Department  op  Machinery,  Erie  Eailway  Company,  ] 
Fourth  Vice-President's  Office,  > 

New  York,  August  28,  1873.     ) 
"  P.  H.  Watson,  Esq., 

President : 
Dear  Sir, — A  full  investigation  into  the  operation  of  the  De_ 
partment  of  Machinery  shows  the  expenditure  due  to  re-in- 
stating motive  power  and  rolling  stock,  for  the  nine  months 
ending  June  30,  1873,  to  be  in  excess  of  the  amount  justly 
chargeable  to  repairs  and  renewals  for  maintenance  : 

For  motive  power $13S,637  60 

"     rolling  stock 265,(566  (53 


$404,304  23 
Very  respectfully,  yours, 

(Signed)        HENRY  TYSON, 

Fourth   Vice- Pits. 
Approved : 

(Signed)        P.  H.  Watson, 

President." 

.  17.  That  no  further  statements  of  the  details  of  these  extra 
reparations  was  ever  furnished  to  deponent  or  filed  or  recorded 
in  any  way  in  the  office  of  the  said  company,  and  the  figures 
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contained  in  the  letter  of  the  said  Henry  Tyson  were  intended 
to  be  precisely  ninety  per  cent,  of  the  difference  between  the 
amounts  expended  upon  motive  power  and  rolling  stock  in  the 
year  1S73,  and  the  amount  expended  in  the  year  1872,  which 
figures  were  furnished  by  the  proper  officer  of  the  accounting 
department  to  the  said  Tyson,  and  were  made  by  him  the  basis 
of  a  calculation,  without  nny  detailed  investigation  of  the  ex- 
penditures upon  motive  power  and  rolling  stock,  so  far  as  de- 
ponent has  any  knowledge,  information  or  belief. 

That  the  amounts  thus  deducted  from  the  working  expenses 
by  order  of  Mr.  Watson,  did  not  represent  any  money  ex- 
pended upon  construction  of  new  works  ;  and  the  amounts 
above  stated  by  deponent  as  the  working  expenses  for  the  said 
period  of  six  months  did  not  include  anything  property  be- 
longing to  construction  account,  nor  was  any  claim  made 
by  any  of  the  parties  to  the  aforesaid  correspondence,  that 
such  expenditures  were  made  otherwise  than  for  repairs, 
although  it  was  claimed  by  them  that  the  amount  expended 
in  former  years  was  less  than  it  should  have  been,  and  upon 
this  ground,  and  this  alone,  they  assumed  to  transfer  the 
sums  thus  paid  from  the  current  expenses  to  the  construc- 
tion account. 

18.  That  upon  a  restatement  of  these  accounts  in  pursuance 
of  the  orders  of  President  Watson,  the  profit  and  loss  account 
stood  as  follows,  and  as  appears  by  the  report  of  said  Watson, 
dated  September  2,  1873  : 

Earnings  for  9  months  ending  June  30, 1873 $14,527,193  25 

Operating  expenses 9,751,650  62 

Profit $4,775,542  63 

Interest,  Rents,  etc.,  etc 3,024,849  64 

Net  profit $1,750,C92.99 

19.  That  deponent  was  familiar  with  the  accounts  of  the 
company  during  the  remaining  six  months  of  the  year  1873, 
and  the  tame  did  not  show  any  profits  nor  in  any  way  furnish 
a  fund  from  which  the  deficiency  of  the  first  six  months  could 
be  made  up,  so  as  to  afford  the  basis  of  a  dividend  of  any 
amount  whatever  out  of  the  net  earnings  of  the  company,  but 
on  the  contrary,  the  accounts  for  the  whole  of  the  year  1873 
showed  that  there  were  no  net  profits  accruing  to  the  said 
company  during  that  year. 
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20.  That  the  firm  of  Bischoffsheiin  &  Goldschmidt,  of  Lon- 
don, were  employed  by  the  officers  of  the  Erie  Hail  way  Com- 
pany  to   dispose  of  certain   consolidated  mortgage   and  con- 
vertible bonds   in  the  City  of  London,  iu  the  years  1872  and 
1873,  and  said  firm]  reported  the   sale  of   the  whole  of  such 
bonds,  but  have  been  allowed  to  retain,  according  to  the  books 
of  the  company,  the  sum  of  $1,460  000  out  of  the  proceeds  of 
such  bonds  for  nearly  two  years,  and  up  to  the  time  that  de- 
ponent left  the  office  of  said  company  in  March  last,  no  entries 
were  made  upon  the  books   explaining   the  disposition  of  the 
said  sum  of  ,$1,460,000,  although,  as   deponent   has   been  in- 
formed and  believes,  the  said  firm  claimed  the  right  to  retain 
the  whole  of  said  amount  under  various  pretext,  and  in  part 
to  retain  the  sum  of  $750,000   as   a  compensation    for  the  ex- 
pense of  procuring  a  change  of  management  oi  the  ErieRailway 
Company  in  March  1872  by  bribing  a  number  of  the  directors 
to  resign,  or  to  vote  for  a  change  in  such  management. 

21.  That  early  in  the  month  of  January,  1873,  deponent  was 
directed  by  the  officers  of  the  said  Erie  Railway  Company 
to  charge  the  firm  of  Duncan,  Sherman  &  Co.  with  $750,000  in 
notes^of  the  Erie  Railway  Company  given  to  the  said  firm, 
which|were  ultimately  paid  in  cash ;  that  the  said  charge  stood- 
unexplained  upon  the  books  for  nearly  or  quite  twelve  months, 
at  the  end   of   which   time   deponent   was  instructed  by  his 
superior  officers  to  credit  the  said  Duncan,  Sherman  &  Co. 
against  the  said  charge,  by  the  purchase  of  5,000  shares  of 
stock  of  the  Buffalo,  New  York  &  Erie  Railroad  Company,  at 
$150  each,  and  deponent  was  informed  by  the  directors  of  the 
Erie  Railway  Company  that  the  said  amount  of  stock  had  been 
purchased  by  the  Erie  Company  at  that  price  from  Mr.  John  O. 
C.  Gray.     That,  as  deponent  is  informed   and  believes,  the 
market  price  of  the  said  Buffalo,  New  York  &  Erie  Railroad 
stock  at  the  time  of  its  purchase  as  aforesaid,  and  at  all  times 
during  the  year  1873,  was  less  than  $90  per  share.     That  the 
Buffalo,  New  York  &  Erie  Railroad  is  leased  for  over  900  years 
to  come  to  the  Erie  Railway  Company,  which  latter  company 
agrees  to  pay  seven  per  cent,  per  annum  upon  the  stock  and 
bonds  of  the  said  Buffalo,  New  York  &  Erie  Railroad  Com- 
pany, and  the  bonds  of  the  said  last  named  company   are  now 
quoted  upon  the  New  York  Stock  Exchange  at  less  than  90 
per  cent,  of  their  par  value.     That  the  stock  of  said  last  named 
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company  must  be  intrinsically  worth  less  than  its  bonds,  being 
subordinate  in  security  and  not  superior  in  income,  and,  as  de- 
ponent is  informed  and  believes,  the  market  price  of  such 
stock  has  never  been  higher  than  that  of  the  bonds,  and,  as  de- 
ponent is  informed  and  believes,  the  said  5,000  shares  of  stock 
were  in  reality  purchased  by  directors  of  the  Erie  Railway 
Company  for  $450,000  or  less,  and  $300,000  of  the  price 
charged  to  the  Erie  Railway  Company  must  have  been  divided 
between  some  persons  unknown  to  deponent. 

22.  That  some  large  tracts  of  land  alleged  to  contain  coal, 
and  situated  in  and  near  the  State  of  Pennsylvania,  were  pur- 
chased out  of  the  proceeds  of  convertible  bonds  issued  by  the 
Erie  Railway  Company  in  1873,  and  the  purchase  money 
thereof  amounting  to  over  $1,000,000,  was  charged  upon  the 
books  of  the  company  to  an  account  headed  "  Purchase  of 
coal  lands,"  and  the  title  to  the  said  lands  was  taken  in  the 
name  of  Peter  H.  Watson.  That  afterwards,  the  said  Watson 
directed  deponent  to  close  the  said  account  entitled  "  Purchase 
of  coal  lands,''  and  to  charge  the  amount  debited  to  that 
account  to  the  said  Peter  H.  Watson,  individually,  upon  the 
books  of  the  company,  but  deponent  declined  to  do  so,  be- 
lieving that  it  was  intended  by  said  Watson  to  give  the  benefit 
of  the  said  speculation  in  coal  lands  to  the  said  Watson,  Samuel 
L.  M.  Barlow,  a.  director  of  the  company,  James  McHenry,  S. 
H.  Duddow  and  others,  to  this  deponent  unknown. 

SYLVESTER  H.  DUNAN. 
Subscribed  and  sworn  to  before  me,  j 

this  2d  day  of  July,  1874,  ( 

George  Bond  (3-ough, 
Notary  Public, 

New  York  City  and  Co. 

Schedule  A. 

Profit  and  Lous  Adjustment  Accomit. 
Dr. 
1872. 

Oct.  To  E.  W.  Barber,  salary  as  conductor,  February,  1869. . .  .  $126  00 

"  Distribution  of  amounts   charged   to  general  expense, 

October,  1S72 10,996  89 

"  Jno.  S.  Dunlap,  rent,  services  and  commissions  paid  in 

R.  Englet  department 10,404  89 

"  Jno.  S.  Dunlap,  rent,  services  and  commissions  paid  in 

R.  Englet  department  , 3,069  78 

"  Amount  charged  to  Road  Department,  October,  1,  1872,  500  00 
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Dr. 

1872. 

Oct.         To  Amount  charged  to  Transportation  Department $2,390  69 

Nov.  "         "  ••  Road  Department,  November,  ]  872,  5,128  00 

"   Distribution  of  general  expenses,  November,  1872 13,790  55 

"    Amount   charged  to  Transportation   Department,    No- 
vember, 1872 19,193   68 

Dec.  "  O.  H.  P.  Archer,  advance  charges  in  company's  property 

and  way-bill  made  void 465  94 

"  J.  P.  W.  Stetson,    late  janitor's   pay-roll,  week  ending 

January  27,  1872 182  08 

"  N.  Y.  &  Fort  Lee  R.  R.  under   credit   trackage,   August 

and  September,  1.872 10  60 

"  Amounts  charged  to  Road  Department  in  December,1872  18  00 
"            Transportation    Department,     De- 
cember, 1872 700  57 

"   Amounts  charged  to  general  expense  in  December,  1872        10,370  19 
"  Hoboken  Land  and  Improvement,  rent  of  siding,  quarter 

ending  September  30,  1869 500  00 

"  Erie  <fe  Genesee  Valley  R.  R.,   six  month's  rent,  to  De- 
cember 3,  1872,  payable  in  advance 3,097  25 

"  Northern  Central  R'y,  balance  of  trackage  account  under 

contract 13,369  69 

1 873. 
Jan'y.         "  H.  L.  Barnett,    1-J  month's   services  as  counsel,  to  Jan- 
uary 31,  1873 450  00 

"  E.  S.  Goodwin    and    others,    pay-roll  of  special  agents, 

Januaay,  1873 ; .  475  00 

'    A.  Stern,  travelling  expenses  examining  U.S.  steamboat 

accounts 81   20 

"  E.  S.  Goodwin,  on  account  of  current  expenses 150  00 

"  General  office  pay.rolls,  January,  1873 1,381   24 

"   \V.  H.  Jessup,  legal  services  in  1872 373  00 

"  Henderson  &  Brothers,  procuring  landing  certificate  for 

shipments 146  69 

"  1'ullman  Palace  Car  Co.,  bills  for  credit  not  entered.  .  .  .  6,<>18  08 

"  Vouchers    paid    by  agents  in   1 372  for  rent   expenses, 

commissions,  tfcc 32,430  19 

"   Vouchers   paid   by    A.  C.   Griffin,    as;ent  and  commis- 
sions on  tickets  in  1872 8,001   00 

'    Am.,  Genesee   &  M.  M.   R.  R.,   under   credit  for  rent, 

March  and  June,  1872 34  50 

"  Newburgh  &  N.  Y.  R.  R,  rent  for  quarter  ending  Sep- 
tember 30,  1872 4,375  00 

"  N.  Y.  &  Fort  Lee  R.  R.,  trackage,  month  of  April,  1872,  109  00 
"   Amount  charged  to  general  expense,  January,  1873.  .  .  .             968  73 
"         "             "              Road  Department,     "          "     ....             404  12 
"         "             "              Transportation    Department,    Jan- 
uary, 1873 15,024  87 

Feb,  "  A.  Stern,    expenses    at   Buffalo,    investigating   freight 

agents'  acpounts ..,.,,,., ,,,,.,, 100  00 
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Dr. 

1873. 

Feb.        To    A.  SterD,  draft  on  account  of  travelling  expenses $50  00 

"  G.    P.    Morrisini,    one    month's   set-vices    as    Auditor, 

September,  1873 416  67 

"  Comptlr.  of  State  of  State  of  New  York,  Erie  prop'n  of 

sales,  pig.,  &c 3,778  99 

"  E.  S.  Goodwin  and  others,  pay-roll  for  February,  1873.  6"0  00 

"  General  office,  pay-rolls,  February,  1873 1,636  66 

"  H.  C.  Perry,    services  as  conductor,   July  and  August, 

1869 164  68 

"  A.  &G.  W.  R'y  Co.,  vouchers  charged  June  and  August, 

1872,  returned 147  45 

"  A.  &  G.  W.  R'y  Co.,  voucher  charged   for   damage  re- 
turned    40  63 

"  Elmira  I.  &  S.  R.  M.  Co.,  amount  charged  twice  in  pur- 
chasing agent's  account 6,977  84 

"  Distribution   of  amounts   charged  to  general  expenses, 

February,  1873 371   79 

Mar.           "   W.  Johnson  <ft  Co.,  advertisement  for  proposals  to  con- 
struct L.  A  B.  R.  R 10  00 

"  J.  W.  Williams,  services  as  conductor,  January,  1869. .  80  77 

"  A.  Stern,  on  account  of  services 200  00 

"  Lyman  Elmore,  services  and  disbursements  in  revenue 

cases 2,335  00 

"  J.  S.  Hammond,  agent's  services  at  Buffalo,  July,  Aug. 

and  September,  1872 1,000  00 

"  Pierce  <fc  McCulloch,  lubricating  oil 1.0U6  (0 

"  F.  J.  Fithian,  balance  due  for  legal  services,  1870 1,500  00 

"  E.  S.  Goodwin,  on  account  of  expenses 100  00 

"   A.  Stern,  special  services  in  suits  against  J.  Gould  and 

estate  of  J.  Fisk,  Jr 300  00 

"   M.  V.  Heller,   freight   agent  and  chargi  s  paid  on  com- 
pany's property   318  83 

"  H.  J.  Negus,  services  as  conductor,  February  and  March, 

1S69 135  CO 

"  J.  E,  Sehultz,  agent,  currency  stolen  from  office,  Coopers 

st 24  00 

"  A.  B.  Chamberlain,  travelling  expenses  to  Albany. ...  16  62 

"  "  six  month's  travelling  expenses,  to 

March  31,  1873 300  00 

Mar.         To  general  office  payiolls  March,  1873 1,265  00 

"  J.  J.   Brookman,  one  month's  service  as  detective  to 

April  1, '73     150H0 

"  Allan  Pinkerton,  services  and  expenfes  to  March    1st 

1873 ,.        15,016  26 

'    M.  L.  Kingman,  services  as  assistant  inspector  of  station 

accounts 112  90 

"  Lyman  Elmore,  on   account  services  in  Revenue  cases.  1,500  00 

"  A.  &  G.  W.  Ry.  Co.,  overcharge  made  in  Aug.,  1870.  .  2  34 

"  Rochester   &   Genesee   Valley    R.    R.,   three     months 

orga.nij;at.ioq  expenses, ,.,.,..,,,,     . , 175  00 
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Dr. 

1873. 

March,     To  Seven  iilonths'  interest  on  Consolidated  Mortgage  Bonds 

to  Oct.  1,  18T2 $124,600  00 

"  Newark  &   Hudson  R.  It.,  three    months' rent  to    Oct. 

i,  1872 ....:.:: : 

April.        "  E.  S.  Goodwin  and  others,  pay-rolls,  March,  1873 

''  W.  L.  Kingman,  fare  while  on  duty   as  assistant  super- 
intendent station  accounts '.    v 

"  E.  S.  Goodwin,  travelling  expense 

"  J.  J.  Bookman,  services  detective,  April,  1873 

"  H.    Baldwin,    expenses   procuring  witnesses  in   suit   J. 

Bonhoffen  vs.  H.  Baldwin 224  60 

'•  W.'  L.  Kingman,  ten  days'  services  as  assistent  superin- 

tendent  station  accounts 53  76 

"  E.  S.  Goodwin,  services  during  April,  1873 200  00 

"  Pay-rolls,  month  of   April,  1873 1,240  00 

"  Mary  O.  H.   Stineman,  judgment  claim  for  property 

destroyed  by  fire 5,320  45 

"  G.  H.  Johnson,  judgment  for  services  as  architect 739  04 

May.        C.  \V.  Pulland,  services  September,  1872,  under  orders,  B. 

W.  Blanehard   208  33 

"  Corporation  of  Jersey  City  taxes  on  Long  Branch  Cos,, 

property  1869 .' 

"  Hon.  W.  A.   Beach,  legal   services   rendered  prior   to 

March  11,  1872 

"  J.  W.  Guppy,  service's'in  suits'  respecting  Bergen  Tun- 
nel   

"  W.  A.  Beach,  costs"  in  suit  agt.  Erie  Ry.  Co 

"  Mathews'  Ramsey  &  M.,  services  in  suit  U.  S.  Express 

Co.  v.  Bachman.  .  .  . .' 

"  Pay  rolls  month  of  May,  1873   

June.  "  P.  Church,  judgment  against  company,  for  services  and 

disbursements  as  counsel 3,945  35 

"  C.  Parker  in  case  Seymour  vs.  Long  Dock  Co.,  Feby.  23, 

1870,  to  June  19,  1873 1,075  00 

"  E.  S.  Goodwin,  services  and  expenses  under  direction 

of  C.  L.  Atterbury 500  00 

"   Allen i  Pihkerton,  services  and' expenses  to  May  31,  1873.  2,223  47 

"  G.  W.  Ry.,  Erie  Railway  proportion  cost  of  car  hoist, 

Buffalo 4,924  22 

"  G.  W.  Ry.,  Erie  Railway,  proportion  cost  in   gold  of 

sleeping  car' hoist,  Suspension  Bridge 5,480  64 

"  Adjustment  of  Union  Car  Cos.,  account  on  Coll.  Voucher 

Ledger,'  No.  1 6  30 

'■  Amount  to  close  and  adjust  F.  N.  Mabees  account 104  93 
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Or. 
1872. 

Oct.         By  vouchers  charged  to  old  books  transferred  to  miscel- 
laneous account $43  57 

"  Chas.  N.  "White,  P.  M.  salary  of  C.  O.Newman,  credited 

twice 16  00 

"  A.  Cheesebrough,  to  pay  claim  of  S.  Robertson,  cartage.  18  75 
"  Pay  of  D.  Kelly,  name  twice  on  pay-roll,  and  N.  B.  Don- 
withheld. 162  50 

"  General  expenses,  distribution  of  credits  for  October, 

1872 294  75 

Nov.  "  Salary  of  H.  B.  Dorr  Condt'r.,  for  September  retained 

for  mating  false  returns   60  75 

"  Names  on  E.  D.,  pay-roll  entered  twice 188  94 

"  Vouchers  paid  in  N.  England  Dept.  by  J.  S.  Dunlap, 

transferred  to  passenger  agents  and  commissions. . .  2,139  54 

Dec.  "  Hoboken  Land  and  Improvement  Co.,  one-quarter  rent 

siding  and  over  credit  on  trackage 625  00 

"  Hoboken  Land  and  Improvement  Co.,  over  credit  track- 
age, Sept.,  1872 15  09 

1873. 
Jany.        "  Adjustment  of  interest  on   Cons.   Mtge.   Bonds,    due 

March  1,  1872 57  75 

"  Rochester  &  G.  V.  R.  R.,  errors  in  amounts  credited  at 

40%  earnings. ! .  . .  7,506  61 

"  Goshen  &  Deckertown  R.  R.,  rent  account  adjustment  to 

Sept.  30,  1872 01 

"  Hack  &  N.  Y.  Extn.,  rent  account  35%  earnings  to  Aug., 

1872,  paid  in  Oct.,  1872 10,446  34 

"  N.  Y.  &  Ft.  Lee  R.  R.,  repairs  Sept.,  1870 1,054  52 

"  C.  R.  I.  &  P.  R.  R.  Car,  No.  15,  705,  destroyed  by  fire.  356  00 

"  A.  Stern  <fe  Clerk  amount  returned 10  20 

March.       "  Fire  checks  issued  Feby.   12,  1872,  order  of  Fred.  A. 

Lane,  and  ordered  not  paid  by  Jay  Gould,  Pres- . . .         2,550  00 
April.        "  Dunkirk,  Warren   &  Pittsburgh   R.   R.,  labor  and  ma- 
terials furnished 607  64 

May.         "  Harbor  Wrecking  Co.,  amount  of  stock  cost  of  which 
was  charged  to  Bulkhead,  Chamber  St.  pier,  March 

2,  1869   2,000  00 

"  Erie  Railway  Preferred  Stock,  amount  of  stock  pur- 
chased Oct.  29,  1870,  and  charged  to  legal  expenses.  5,875  00 
June.         "  Gt.  Western    Ry.,  proportion   of    expenses  operating 

Transfer  House,  Buffalo 20,420  28 

"  Amount  in  part  payment  of  note  of  E.  Packard,  for  sale 

of  coal 250  00 

Total $54,699  24 

Balance $369,083  22 

THE  FOLLOWING  DOCUMENTS  WERE  ALSO  SUB- 
MITTED TO  THE  COMMITTEE : 


Votes  Cast  at  the  Annual  Meeting  of  Stockholders  of  the  Erie  Railway  Company,  held  at  No.  187  West  Street,  New  York  City,  for  the  Election  of  Seventeen   Directors,  and  the  Names  of  Persons 

Voting,  and  the  Names  of  Persons  Voted  For,  Tuesday,  November  27th,  1877. 


NAMES  OP  PERSONS  VOTING. 


Hugh  J.  Jewett  for  sundry  persons  per  list 

"  "         "    Elizabeth  Travis 

•  •  "'         "    Theron  It.  Butler 

"  "  "    Samuel  Sloan 

<<  "         "    Hewson,  Kilbreth  &  Co 

*<  "         "    Baraet  Young 

"  "  "    Paul  Speak 

SamT  L.  M.  Barlow  for  sundry  persons  per  list 

"         "  "  "    J.  &  W.  Seligman 

John  P.  Moore . 

Samuel  F.  Phelps 

Charles  A.  Peck  tor  White.  Morris  &  Co 

"  "      "    Vermllye  &  Co 

"  "      "    John  B.  Peek 

Henry  G.  Stehbins  for  W.  H.  Goadby  &  Co 

■  '  "  "    Putnam  k  Earle 

William  A.  Senger 

Amos  Ootting  for  L.  T.  Hoyt 

Simeon  J.  Drake , 

Grymes  &  Probst 

John  W.  Brookmau 

"  "  for  H.  D.  Brookman.. 

"  "  "   James  Regan 

Isaac  S.  Fowler  "  C.  Miuzesheimer  &  Co 

Isaac  S.  Fo-wler,  Trustee 

Thomas  P.  Fowler  for  Henry  Clews  &  Co 

"  "         "    E.  C.  Homans 

"  "        "  Arents  &  Young 

«  "        "  Greenbaum,  Bros.  &  Co 

"  "        "   H.  L  Horton  &  Co 

<<  "        "  T.  C.  Jung  k  Son 

<<         ••    Aug.  F.  K.  Martin   

"  "   F.  M.  Eockwood  &  Co '. 

"  "  Martin  &  Runyon 

'<  "   Whitehouse  &  Co 

"  "   S.  W.  Boocock  k  Co 

"  < '    Vernaiu  &  Hoy 

"   Marx  &  Co 

'•   S.  M.  Mills  &  Co 

"  "   Day  &  Heaton 

"   H.  T.  Carey 

A.  Wallach 

Francis  B.  Mitchell  for  Glendinuing,  Davis  k  Avory 
"  "      .  "     Gleudimimg,  Davis  &  Co. . . 
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THE  FOLLOWING  DOCUMENTS  WERE  ALSO  SUB- 
MITTED  TO  THE  COMMITTEE : 
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An  Approximate  Estimate  of  the  cost  op  the  Hudson 
Biter  Bailroad,  from  Thirty-first  street,  New  York, 
to  Greenbush. 


Miles. 

Rock  cutting  and  grading  parallel  to  the   Hod- 
son  River,  as  far  as  Spuyten  Dnyvil  Creek, 
11         including  sea-wall $173,000 


Thence  to  Croton  River,  grading  at   Hastings, 
Dobb's    Ferry,    Irvineton,    Tarrytown,   and 
35        Sing  Sing,  including  sea- wall  and  bridges  ...         $550,000 

Between  Croton  River  and  Peekskill :  Excava- 
tion at  Tellers  Point,  grading  to  Crugers  and 

Croton  bridge 106,000 

41     Grading  between  Crugers  and  Peekskill 40,000 

Between  Peekskill  and  Garrison.    Rock  cutting, 
cribs  and  other  grading,  including  tunnel  at 
49         Anthony's  Nose $642,000 

Between  Garrison's  and  Cold  Spring,  rock  cutting 
52         andtunnel.. , $440,000. 

From  Cold  Spring  to  Fishkill  landing,  tunnel  at 

58         Breakneck $332,000 

Grading  and  bridge  across  Fishkill 120,000 

From  Fishkill  to  Po'keepsie,   grading    to   N. 

Hamburg 93,000 

73    Tunnel  and  grading  to  Po'keepsie 380,000 

From  Po'keepsie  to   Catskill,  rock  and  earth 

excavation 480,000 

109     Other  grading  and  bridges 158,480 


From   Catskill  to  Castleton,   cribs  of  broken 
135        stone  and  other  grading $354,000 

144    From  Castleton  to  Greenbush 25,900 


$173,000 
550,000 

146,000 

642,000 
440,000 

452,000 

473,000 

638,000 

354,000 
25,000 


Total  cost  of  preparing  road-bed $3,893,000 
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f 

Approximate  Estimate  of  the  cost  of  the  Mohawk  and 
Hudson,  the  Schenectady  &  Utica,  the  Utica  & 
Syracuse,  the  Syracuse  &  Eochester,  and  the  Eoches- 
ter  &  Buffalo  Eailroads. 

Miles. 

Cost  of  the  Mohawk  and  Hudson  in  1842,  inde- 
pendently of  its  original  construction,  for 
stationary  power,  from  the  bridge  across  the 

Hudson  River  to  West  Albany $40,000 

Twelve  miles  of  grading  on  table  land 36,000 

16£    Grading  and  embankment  near  Schenectady 50,000 

$126,000 

From   Schenectady  to   Utica,  grading,  culverts 

94f         and  common  excavation $235,000 

Two  miles  earth  and  rock  at  Little  Falls 50,000 

Bridge  at  Schenectady 80,000 

$365,000 

From  Uti«a  to  Syracuse,  cuttings  and  em- 
bankment will   not  average  a  cost  of   more 

147         than  $5,000  per  mile,  or  on  52£  miles 262,000 

$262,000 

From  Syracuse  to  Rochester  the  country  is 
more  uneven,  and  the  grading  may  be  esti- 

228         mated  at  $8,000  per  mile $418,000 

418,000 

From  Rochester  to  Buffalo,  $3,000  per  mile  is  a 

297         sufficient  estimate $207,000 

Bridge  across  Genesee  River  to  Buffalo 80,000 

287,000 

$1,458,000 
Brought  forward 365,000 

Total  cost  of  roadbed $1,823,000 

From  Albany  to  Buffalo,  averaging  $8,000  per 
mile,  connected  with  the  Hudson  River  Rail- 
road, the  average  is  $13,000  per  mile. 

Besides  the  above  named  railroads,  the  New  York  Central 
and  Hudson  Eiver  Railroad  Company  own  or  lease  the  follow- 
ing lines  of  road  or  branches  : 

Miles. 

The  New  York  and  Harlem 128 

The  Spuyten  Duyvil  and  Port  Morris 6.64 

Lake  Mahopack 7.b9 
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•  Troy  and  Greenbush 6.00 

Buffalo  and  Canandaigua  98.20 

Buffalo  Junction 7.67 

Syracuse  Junction 7.81 

The  Athens  Branch 42.29 

The  Troy  and  Schenectady 21.00 

Syracuse,  Auburn  and  Rochester 104.00 

Attica  Branch , 11.00 

Tonawanda 12.00 

Niagara  Falls 14.75 

Charlotte 6.88 

Lewiston 28.25 

Bochester  and  Niagara  Falls 75.00 


576.87 
To  which  adding  441  from  New  York  to  Buffalo 441.00 


The  whole  extent  of  railroad  controlled  by  the  N.  Y.  C. 

and  H.  B.  B.  is 1,017.87 

Assuming  that  the  average  cost  of  these  576.87  miles  of  road 
to  be  the  same  as  the  297  miles  from  Albany  to  Buffalo,  on  an 
average  of  $8,000  per  mile,  the  total  cost  of  roadbed  for  the 
New  York  Central  &  Hudson  Biver  Railroad  would  amount  to 
$8,144,000,  added  to  $3,893,000,  the  cost  of  the  Hudson  Biver 

Bailroad,  or  a  total  of $12,037,000 

To  which  must  be  added  for  bridge  at  Albany. ...  750,000 

And  for  right  of  way  for  Hudson  Biver 

E.  E $1,000,000 

And  250  per  mile  for  the  remainder,  or    2,181,000 

3,181,000 


$15,968,000 


The  total  extent  of  track,  including  four  tracks  be- 
tween Bochester  and  Albany,  is  2,C06  miles, 
which  has  cost  $10,000  per  mile,  or $20,060,000 

Boiling  stock,  as  reported  in  Poor's  last  Manual  .     21,975,900 


Total  cost  of  roadbed,  tracks  and  rolling  stock $37,943,700 

There  are,  of  the  21  roads  constituting  the  N.  Y. 
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Central  Hudson  River  Railroad,  10  or  12 
which  have  required  expensive  depots  and  shops 
of  various  magnitudes. 

An  average  of  half  a  million  in  each  location 

amounts,  therefore,  to 6,000,000 

And  for  intermediate  stations. 3,000,000 

Total  valuation $46,943,700 


In  reference  to  the  foregoing  estimates,  it  is  important  to 
state  that  the  author  of  them  has  had  extensive  experience 
and  especial  opportunities  to  confirm  the  results  arrived  at. 

He  originated  the  idea  of  constructing  the  Hudson  River 
Railroad,  and  made  the  preliminary  surveys  as  well  as  those 
of  the  Harlem  Railroad ;  he  graded,  under  contract,  part  of 
the  Mohawk  and  Hudson  Railroad ;  examined  the  surveyed 
line  of  the  Schenectady  &  Utica  R.  R.,  with  a  view  to  propose 
for  the  grading,  and  was  at  an  early  period  familiar  with  the 
Topography  of  the  Western  part  of  the  State  of  New  York, 
where  the  New  York  Central  and  its  branches  are  now  located. 
A  recent  examination  in  reference  to  its  cost  has  enabled  him 
to  pronounce  with  confidence  hi&  opinions  herein  expressed  in 
figures,  and  to  ascertain  the  wasteful  expenditures  which  have 
been  incurred  in  several  instances. 

RICHD.  P.  MORGAN. 


THE  FOLLOWING  ARE  COPIES  OF  LETTERS 

REFERRED  TO  IN  THE  TESTIMONY  OF 

JOHN  C.  WELCH,  DEC.  2,  1879. 

No.  178. 

Consulate  of  the  United  States  ) 
of  America,  Antwerp.  j 

February  19th,  1879. 
Hon.  F.  W.  Seward, 

Assistant  Secretary  of  State,  Washington,  D.  G. 
Sir,— Although  it  has  been  for  some  time  generally  known 
in  the  United  States  and  particularly,  to  those  most  directly 
engaged  in  the  petroleum  trade,  whether  as  refiners  or  ship- 
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pers  that  there  have  been  of  late  serious  complaints  against 
the  quality  of  refined  petroleum  shipped  to  this  and  other 
European  ports,  to  such  an  extent  that  the  Standard  Oil  Com- 
pany has  at  least  deemed  it  prudent  to  send  out  Mr.  Lock- 
wood  in  order  to  investigate  the  causes  of  complaint  and  sug- 
gest such  remedies  as  may  be  thought  expedient.  I  still,  how- 
ever, regard  it  of  sufficient  importance  to  call  the  attention  of 
the  department  to  the  present  condition  of  the  question  at 
Antwerp,  hoping  that  by  an  unbiassed  presentation  of  certain 
facts  that  have  come  to  my  knowledge  good  may  result  there- 
from. 

The  chief  complaint  brought  by  consumers  against  the  oil 
is  that  the  ordinary  lamp  fails  to  produce  a  clear,  bright  flame, 
but  that  after  half  an  hour's  burning  it  smokes,  heats  and 
finally  dies  out.  The  impression  naturally  arising  is  that  the 
fault  or  difficulty  comes  from  imperfect  refinement,  conse- 
quently that  there  is  imminent  danger  of  explosion,  to  obvi- 
ate which  the  trade  will  be  compelled  to  demand  a  higher  test, 
or,  if  necessary,  ask  the  Government  to  put  a  very  heavy  duty 
on  refined  petroleum,  and  following  the  example  of  France,  im- 
port the  crude  and  refine  it  in  this  country,  or  they  mi«ht  do 
as  England,  prevent  altogether  the  importation  of  refined 
petroleum  that  does  not  come  up  to  a  fixed  high  standard 
proof. 

The  effect  of  either  of  the  foregoiug  regulations  would  be  to 
greatly  embairass  and  diminish  the  importation  and  consump- 
tion of  petroleum  into  this  country,  an  outcome  greatly  to  be 
regretted  by  our  refiners  and  others  engaged  in   the  trade  in 

the  United  States. 

*  *  *  *  #  *  * 

The  whole  question  is  about  to  receive  special  attention  at 
Bremen,  where  a  general  assembly  of  delegates  from  the  vari- 
ous ports  of  Europe  will  be  convened  in  order  to  arrive  at 
some  definite  understanding,  if  possible,  in  reference  to  the 
difficulty,  and  to  take  such  an  action  and  determine  such  rem- 
edies as  the  circumstances  demand.  It  is  to  be  hoped  that 
their  action  will  satisfy  the  legitimate  demands  of  foreign 
merchants  and  consumers,  and  demonstrate  that  they  are  not 
imposed  upon  by  designing  monopolists  who  take  advantage 
of  their  present  position  in  order  to  foist  upon  the  markets  of 
Europe  a  cheap  and  inferior  oil. 
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But,  whatever  be  the  result  of  the  meeting  at  Bremen,  I  now 
feel  it  my  duty  to  warn  refiners  in  the  United  States  of  the 
dangers  that  threaten  their  interests  in  Belgium,  for,  although 
there  may  be  but  little  or  no  native  illuminating  oils  in  this 
country  able  to  compete  in  price  with  American  petroleum,  yet 
if  confidence  in  the  refined  article  be  lost,  or  suspicion  of  dan- 
ger be  aroused,  such  restrictions  may  be  imposed  upon  the  im- 
portation thereof  that  the  trade  will  suffer  greatly;  likewise 
the  consumption  of  petroleum  will  diminish  even  if  gas,  rape- 
seed  oil,  and  tallow  caudles  must  be  brought  into  requisition 
again,  to  the  detriment  of  those  most  directly  concerned  in  the 
United  States  as  producers,  refiners  and  shippers  in  particu- 
lar, and  likewise,  the  United  States  in  general ;  for  the  country 
cannot  now  afford  to  recede  from  her  European  trade  in  this 
product  so  essentially  her  own,  any  more  than  can  her  mer- 
chants afford  to  lose  the  confidence  of  foreigners  in  their  com- 
mercial integrity. 

If  the  trade  and  consumers  be  convinced  that  the  difficulty 
arises  from  certain  characteristics  of  the  oil,  which  imply  no 
increased  danger  in  consumption,  and  that  it  is  not  the  result 
of  some  specious  trick  of  trade,  or  reliuers  to  profit  thereby, 
either  by  cheapening  the  article  or  creating  a  new  demand  for 
American  manufactured  burners  and  wicks,  they  will  cheer- 
fully conform  to  such  modifications  in  those  as  may  be  re- 
quisite, but  they  would  undoubtedly  prefer  the  oil  to  be  re- 
fined, if  that  be  possible,  to  such  a  degree  that  the  quality  may 
continue  the  same  as  that  heretofore  received,  even  if  the  ex- 
pense be  a  trifle  more.  But  in  all  events,  refiners  and  ex- 
porters in  the  United  States  should  do  their  utmost  to  remove 
the  present  dissatisfaction,  and  in  order  to  accomplish  this  they 
will  be  required  to  act  in  respect  to  these  difficulties  in  a  fair 
candid  manner,  if  they  -expect  to  maintain  the  importance  of 
the  petroleum  trade,  hitherto  enjoyed  on  this  market. 

I  have  the  honor  to  be,  sir, 

Very  respectfully, 

Your  obedient  servant, 

J  AS.  RILEY  WEAVER, 

U.  8.  Consul. 


>.  f 
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No.  62. 

» 

Consulate  of  the  United  States, 

Bremen,  Febry.  27,  1879 

To  the  Hon.  Assistant  Secretary  of  State, 

Washington,  D.  C.  : 

Sir, — I  have  the  honor  to  report  that  a  very  important  meet- 
ing has  just  been  held  in  this  City  for  the  purpose,  of  discuss- 
ing the  petroleum  question,  and  especially  the  numerous  com- 
plaints which  have  recently  been  made,  regarding  its  alleged 
deterioration. 

Delegates  were  present  from  the  Chambers  of  Commerce  of 
Antwerp,  Amsterdam,  Berlin,  Bresla,  Christiania,  Copenha- 
gen, Danzig,  Frankfoxt-on- Maine,  Hamburg,  Kouigsberg,  Lu- 
beck,  Mannheim,  Nurnberg,  Rostock,  Rotterdam ,Stettin,Trieste, 
Moscow,  and  Vienna. 

The  Standard  Oil  Company  was  represented  by  the  well 
known  inspector,  Mr.  F.  W.  Lockwood,  of  New  York,  and  a 
meeting  was  held  in  a  hall  in  the  Exchange  building  here,  and 
was  presided  over  by  the  Chairman  of  the  Bremen  Chamber 
of  Commerce. 

I  have  thought  the  proceedings  of  ■  sufficient  interest  to 
report  to  you,  because  of  the  delegates,  and  of  the  nature  of  the 
questions  discussed.  I  regret  to  say  that  a  bitter  feeling  to- 
wards Americans  was  somewhat  snarlingly  expressed  by  the 
spokesman  of  the  Hamburg  Delegation,  and  only  very  mildly 
resented  by  gentlemen  from  Bremen  and  Breslau. 

I  have  the  honor  to  enclose  a  copy  of  the  resolutions  which 
were  adopted,  and  my  translation  of  the  same. 

Mr.  Lockwood's  reply  to  complaints  is  a  long  one,  and 
goes  into  many  details,  but  I  think  the  chief  points  of  it  are 
the  statements  that  more  than  one-half  the  petroleum  now 
produced  comes  from  the  Bradford  District  in  Pennsylvania,  and 
is  so  different  in  quality  from  the  so-called  Parker  oil,  that  the 
same  quality  of  refined  oil  cannot  be  made,  at  any  rate  by  the 
ordinary  processes  hitherto  in  use.  On  the  other  hand,  the 
lightly  woven  long-stapled  wicks,  used  in  America,  when  used 
in  this  oil,  produce  a  much  stronger  and  brighter  light  than  is 
possible  with  the  tightly-woven,  round  German  wicks. 

The  proposed  bill  before  the  Reichstag  is  only  one  in  the 
78 
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series  of  radical,  economical  changes,  the  proposition  of  which 
has  so  excited  and  alarmed  the  merchants  of  Bremen,  and  I 
believe  of  all  Germany.  It  provides  for  the  punishment  of 
offenders  against  the  proposed  law  in  various  grades,  The 
mere  offender  is  to  be  fined  150  mark  after  arrest.  Any  one 
preparing  or  selling  petroleum  of  a  nature  that  its  use  would 
be  dangerous  to  human  safety  becomes  liable  to  imprisonment 
and  loss  of  citizenship,  and  the  attempt  to  do  either  is  criminal. 
Should  any  serious  or  fatal  accident  result  from  the  use  of  such 
oil  the  punishment  is  to  be  penal  servitude  not  exceeding  ten. 
years.  Should  the  accident  result,  however,  from  carelessness, 
then  the  penalty  may  be  reduced  to  a  fine  of  not  more  than 
1,000  mark,  or  imprisonment  not  to  exceed  three  years. 

The  bill  also  recommends  the  establishment  of  a  high,  fixed 
fire-test,  and  reflects  severely  upon  the  inefficiency  of  the 
Government  control  exercised  in  America. 

As  it  is  also  proposed  to  impose  a  heavy  import  duty  upon 
petroleum,  it  seems  to  be  quite  possible  that  the  restrictions 
upon  the  trade  may  become  so  serious  as  to  reduce  the  amount 
of  petroleum  used  in  this  empire  very  materially  ;  but,  if  so, 
it  must  necessarily  increase  the  price  of  light  and  conse- 
quently of  manufacturing  in  Germany,  so  that  very  indirectly 
our  industries  at  home  may  reap  some  profit. 

I  have  the  honor,  sir,  to  remain 

Very  respecti'ullv,  your  obedient  servant, 

WILSON  KING, 

Consul-. 

[Enclosure.) 
I. — Copy  of  the  resolutions  of  the  meeting  of  delegates  to- 
discuss  the  petroleum  question,  and  translation. 

(Enclosure.) 

Resolutions  of  the  meeting  of  Delegates  of  the  Chambers  of 
Commerce  to  discuss  the  Petroleum  Question. 

The  Delegates  of  the  Chambers  of  Commerce,  assembled  in 
Bremen,  declare  that  the  complaints  regarding  the  inferior 
quality  of  much  of  the  petroleum  recently  received  from  Amer- 
ica, and  especially  of  the  different  brands  of  the  Standard  Oil. 
Company,  are  fully  justified. 

They  consequently  demand  from  the  American  refiners  and 
especially  from  the  Standard  Oil  Company  : 
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First. — That  they  give  greater  care  to  the  refining  of  crude 
oil  than  they  have  recently  done,  in  order  that  the  petroleum 
may  in  the  future  be  again  as  free  as  it  formerly  was  from 
acids  and  heavy  oils  ;  that  inferior  qualities  may  no  longer  be 
shipped  to  Europe,  and  that  the  consumer  may  again  receive 
the  former  customary  good  quality. 

They  demand  : 

Secondly. — That  the  American  petroleum  inspectors  shall 
undertake  the  investigation  of  the  petroleum  as  to  its  quality 
in  the  most  careful  manner,  and  that  the  certificate  given  by 
them  regarding  petroleum  shall  accurately  describe  the  goods. 

In  regard  to  the  certificates  given  by  the  Inspectors,  they 
demand  that  in  addition  to  fire  test  and  color  they  shall  again 
certify  as  to  the  specific  gravity  (794-807°,  according  to 
Beaume,  48-45°)  and  as  to  the  smell. 

They  further  request  the  American  petroleum  exporters  only 
to  permit  the  certificates  to  be  given  by  officially  appointed 
inspectors.  And  they  ask  that  the  Produce  Exchange  shall 
send  each  jear  to  the  European  petroleum  exchanges  correct 
lists  oi  the  officially  appointed  inspectors. 

Finally,  the  Delegates  request  the  American  refiners  and 
Produce  Exchange  to  unite  with  the  European  exchanges  for 
the  purpose  of  deciding  upon  and  introducing  some  apparatus 
by  which  petroleum  can  be  tested  mechanically,  and  by  which 
a  trustworthy  and  uniform  judgment  as  to  the  quality  of  the 
petroleum  may  be  possible,  in  order  that  thereby  the  so 
urgently  necessary  solid  foundation  for  the  trade  in  this  article 
may  be  obtained. 

Whereas,  The  continental  petroleum  ti  ade  has  suffered  heavy 
losses  on  account  of  inferior  barrels  and  unjust  gross,  weight 
and  tare,  this  meeting  resolves  : 

First. — That  relying  upon  §  18  of  the  rules  of  the  New  York 
Produce  Exchange,  it  shall  be  made  the  duty  of  the  refiners  to 
use  only  barrels  of  well-seasoned,  air  dried,  split  (not  sawed) 
white  oak  staves  and  heads. 

Second. — To  demand  also  that  the  refiners  shall  only  use 
barrels  weighing  not  less  than  3(J0  or  more  than  395  American 
pounds  gross,  painted  with  blue  linseed  oil  paint,  and  supplied 
with  double,  strong  head-hoops. 

Third.—  To  require  of  them  that  the  barrels  shall  be  more 
carefully  glued,  and  not  filled  until  the  glue  is  thoroughly  dry. 
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In  addition,  the  meeting,  again  relying  upon  §  18-20  of  the 
rules  of  the  New  York  Produce  Exchange,  demands  that  the 
American  inspectors  shall  exercise  a  sharp  and  effective  con- 
trol in  the  interest  of  the  continental  petroleum  importers, 
■over  the  condition  of  the  barrels  and  their  gross  and  tare 
weight. 

The  delegates  of  the  German  Chambers  of  Commerce,  assem- 
bled in  Bremen,  declare,  in  reference  to  the  bill  now  before  the 
Reichstag,  regarding  trade  in  produce  and  provisions,  so  far  as 
it  refers  to  the  article  petroleum,  that  it  is  the  opinion  of  this 
meeting  that  the  question  ot  official  control  of  the  import  of 
petroleum,  and  of  its  dangerous  qualities,  is  by  no  means  yet 
ripe  for  discussion.  They  are  convinced  that  the  introduction 
of  a  fixed  test  method,  perhaps  one  not  recognized  in  the  land 
where  the  petroleum  is  produced,  would  be  damaging  in  the 
highest  degree  to  the  trade  and  the  consumption,  especially  be- 
cause of  the  many  widely  different  results  which  are  produced 
by  the  known  methods  of  testing  petroleum  in  the  hands  of 
different  inspectors.  And  further,  since  the  main  argument  in 
favor  of  including  petroleum  in  the  bill  referred  to,  is  that  the 
worst  oils  are  especially  sent  into  Germany,  because  the  other 
petroleum  consuming  Countries  are  protected  by  laws  from  the 
import  of  inferior  oils,  but  as  this  argument  is  evidently  based 
upon  a  misadprehensiou  of  the  actual  facts,  the  said  delegates 
declare  that  it  is  not  advisable,  for  the  present,  at  any  rate,  to 
introduce  any  sharp  or  fundamental  measures  of  control,  more 
especially  since,  in  the  preparatory  work  hitherto,  the  repre- 
sentatives of  the  economical  interests  have  not  been  consulted 
at  all. 

They  therefore  address  the  following  petition  to  the  Reich- 
stag : 

"  Bfoher  Reichstag  is  requested  to  refuse  its  consent  to  the 
inclusion  of  the  article  petroleum  in  the  bill  in  reference  to  the 
trade  in  produce  and  provisions  ;  but  at  any  rate,  to  give  it 
only  on  conditionthat  before  it  becomes  a  law,  the  representa- 
tives of  the  economical  interests,  and  especially  the  Boards  of 
Trade  of  the  larger  cities  dealing  in  petroleum,  shall  be  con- 
sulted. 
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Statement  of  J.  H.  Butter,  in   Reference  to   Oil   Rates 
N.  Y.  C.  &  H.  R.  R.  R. 

Taking  effect  1879. 
From    Salamanca. 

June  1.    Crude  oil  in  tanks , 20c.  per  bbl. 

(None  but  crude  transported.) 

From    Other  Points. 

Refined  oil  in  bbls 30c.  per  bbl. 

tanks   30c.      "      . 

Crude  Oil  from  the  Butler  or  Parker  District. 

From  Oil  City 25c.  per  bbl. 

Out  of  which  we  paid  Oil  Creek  R.  R.  5c.  per  bbl., 
leaving  20c.  per  bbl.  from  Irvineton  (on  the  Dun- 
kirk, Allegheny  Valley  &  Pittsburgh  E.  R.) 

Aug.  1.  Above  was  reduced  on  crude  5c.  per  bbl.  from  Sal-, 
amanca,  and  on  refined  in  tanks  and  bbls.  from 
Cleveland,  Titnsville  and  Oil  City  (via  Girard),  10c 
per  bbl.,  and  Oil  City  (via  Irvineton)  5c.  per  bbl. 


Statement  of  Geo.   R.    Beanchard.,  in  Reference  to   Oil 
Rates  on  N.  Y.,  L.  E.  &  W.  R.  R. 

To  take  effect  June  1,  1879. 

Rate  on  crude  oil  from  Carrolton  to  Jersey  City,  on  the 
Erie  Road,  was  made  20c.  on  June  lst,|1879.  Same  rate  to 
Philadelphia.     Same  rate  to  Baltimore. 

On  August  1st  above  rate  was  reduced  to  15c. 

From  the  above  rates  is  to  be  deducted  for  car  use  |c.  per 
mile  iu  loaded  direction  only. 

Same  on  N.  Y.  Central  from  Salamanca  to  New  York. 

The  distance  from  Carrolton  to  New  York  is  410  miles. 

Q.  "What  is  the  net  rate  now  to  Baltimore  and  Philadelphia? 
A.  Same,  I  think,  as  New  York. 

Q.  "What mileage  is  deducted  to  Philadelphia?    A.  Same. 

Q.  "What  to  Baltimore  ?     A.  Same. 
79 
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"New  York  Central  &  Hddson  Eivek  Railroad  Company.  j 

Grand  Central  Depot,  > 

New  York,  Dec.  24,  i879. ) 

J.    H.    RUTTEE, 

Genii  Traffic  Manager. 

Hon.  A.  B.  Hepburn,  Esq., 

Chairman,  dec.  : 

Dear  Sir, — In  various  speeches  made  by  the  counsel  op- 
posed io  the  railroad  companies  during  the  recent  investiga- 
tion, he  stated  that  60  per  cent,  of  the  business  of  the  New 
York  Central  Bailroad  was  diverted  at  Albany,  and  went  to 
Boston. 

This  statement  is  so  at  variance  with  the  true  state  of  facts, 
that  I  feel  compelled  to  give  you  the  correct  figures,  and  ask 
you,  if  possible,  to  make  them  part  of  your  report. 

During  the  year  187b  the  business  of  the  New  York  Central 
&  Hudson  Biver  Bailroad,  emanating  at  Buffalo  and  points 
west  of  Buffalo,  and  destined  to  New  York,  as  compared  with 
Boston,  was  77J  per  cent.,  and  Boston  22^  per  cent. 

Of  this  22^  per  cent.,  about  30  par  cent,  was  exported  from 
Boston ;  and  this  30  per  cent,,  so  far  as  the  New  York  Central 
&  Hudson  Biver  Bailroad  Company  is  concerned,  is  all  that 
the  City  of  New  York  has  had  to  compete  with — the  remainder 
being  local. 

Of  the  business  arising  within  the  State  and  east  of  Buffalo, 
88  per  cent,  came  to  New  York  and  12  per  cent,  went  to 
Boston. 

It  may  be  also  interesting  to  you  to  know  that  of  all  the 
business  from  the  West  brought  over  the  road,  nearly  '20  per 
cent,  was  for  local  points — that  is  to  say,  points  north  and 
west  of  New  York  and  east  of  Buffalo.  Of  this'  20  per  cent., 
about  one-fourth  was  for  Albany  and  Troy. 

I  have  not  gone  far  enough  back  in  the  statistics  of  the  com- 
pany to  say  whether  it  is  true  that  60  per  cent,  of  its  business 
ever  went  to  Boston  ;  but  if  it  ever  did,  the  figures  I  have  given 
you  will  show  what  the  present  management  of  the  company  has 
done  for  the  benefit  of  New  York  commerce. 

Very  truly  yours, 

J.  H.  BUTTER. 


Exhibit,  Nov.  281  h,  1879. 

(Referred  to  on  page  3658  of  the  testimony.) 
ERIE  RAILWAY  COMPANY. 

Repobt  and  Appendices  of  Accountants  to  Executive  Com- 
mittee of  the  London  Banking  Association,  dated  6th 
October,  1874.  Quilter,  Ball  &  Co. ;  Turquand,  Youngs 
&Co. 

London,  October  6th,  187*. 
To  the  Executive  Committee  of  the  London  Banking  Association  : 

Gentlemen, — We  have  the  honor  to  submit  the  following 
report  of  the  results  of  the  investigation,  which,  in  pursuance 
of  your  letter  of  instructions  to  us,  dated  the  29th  of  April 
last,  we  have  made  at  New  York,  of  the  books  and  accounts 
of  the  Erie  Railway  Company  since  its  reorganization  under 
its  then  existing  Board. 

The  existence  of  that  Board  dates  from  the  11th  March,  1872, 
and  the  appointment  of  Mri  Peter  H.  Watson  to  be  President 
from  the  9th  July,  1872. 

Our  investigation  has  been  directed  to  the  special  object 
stated  in  your  instructions  to  us,  namely,  "To  inform  the 
"  English,  bond  and  shareholders  whether  the  accounts  pub- 
"  lished  by  the  company  are  correct,  and  have  been  properly 
"  kept  since  the  present  administration  entered  upon  the  man- 
"  agement,  and  whether  the  expenses  which,  according  to  sound 
"  principles  of  railway  management,  are  chargeable  against 
'■  the  earnings,  have  been  so  debited,  and  not  carried  to  Con- 
"  struction  or  Capital  Account,  and  whether  the  dividends  have 
"  been  properly  earned." 

The  period  embraced  by  our  investigation  is  that  from  the  30th 
September,  1871,  the  date  of  the  last  accounts  published  by  the 
Jay  Gould  administration  to  the  31st  March,  1874,  that  being 
the  date  up  to  which  we  found  the  books  of  the  company 
written  up  and  balanced,  and  containing  important  matter  hav- 
ing reference  to  the  period  comprised  by  the  published  ac- 
counts, the  last  of  which  were  to  the  30th  September,  1873. 

The  following  are  the  accounts  published  by  the  company 
since  the  appointment  of  the  new  Board  of  Directors,,  on  the 
Maroh,  1872,  viz. : 
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1.  The  accounts  for  the  period  of  nine  months,  from  30th 
September,  1871,  to  30th  June,  1872. 

2.  The  Statutory  Accounts  for  the  year  ending  the  30th 
September,  1871,  as  required  by  law,  and  sworn  to  as  approx- 
imately correct  by  H.  D.  V.  Pratt,  Superintendent,  and  S.  H. 
Dunau,  Auditor. 

3.  The  accounts  for  the  period  of  nine  months,  from  30th 
September,  1872,  to  30th  June,  1873. 

4.  The  Statutory  Accounts  for  the  year  ending  30th  Septem- 
ber, 1873,  the  same  being  sworn  to  as  correct  by  S.  H.  Dunan, 
General  Auditor,  and  J .  C.  Clarke,  Acting  Superintendent. 

The  accounts  (No.  1  and  No.  2)  include  the  transactions  of 
the  interval  between  the  date  of  the  last  accounts  published  by 
the  Jay  Gould  administration  and  the  appointment  of  the  new 
Board,  t.  e.,  from  the  30th  September,  1871,  to  the  11th  March, 
1872. 

•  The  Statutory  Accounts  (No.  2  and  No.  4)  comprise,  together, 
a  period  of  two  years,  and  the  other  publishedaccounts  (No. 
1  and  No.  3)  a  period  of  eighteen  months,  such  eighteen 
months  being  included  in,  and  forming  part  of,  the  two  years 
of  the  Statutory  Accounts. 

We  have  ascertained  the  foregoing  accounts  to  be  incorrect, 
and  we  now  proceed  to  describe  the  inaccuracies  disclosed  by 
our  investigation,  and  to  show  the  effect  of  their  correction  on 
the  Profit  and  Loss  Account  and  Balance  Sheet  of  the  com- 
pany, as  on  the  30th  September,  1873. 

No.  1. 

These  accounts,  which  accompanied  the  report  to  the  share- 
holders, dated  9th  July,  1872,  signed  by  John  A.  Dix  as  Presi- 
dent, were,  as  stated  in  such  report,  made  up  partly  of 
estimated  results,  and  their  subject 'matter  being  comprised 
in  the  Statutory  Accounts  for  the  year  ending  30th  September, 
1872  (No.  2),  we  offer  no  further  remarks  upon  them. 

No.  2. 

The  accounts,  No.  2,  include  a  Profit  and  Loss 
Account  for  the  "fiscal  year"  ending  the 
30th  September,  1872,  exhibiting  a  credit 
balance  of $2,816,768  12 


Which  is  composed  as  follows : 
By  balance  of  account,  30th  September,  1.S71 . .     $1,683,507  94 
By  net  earnings  for  trie  twelve 

months $5,644,464  91 

Less  interest,  rents  and  other 

deductions 3,913,(521  03 

1,730,843  88 


Deduct  dividends  No.  11  and  No.  12  on  pre- 
ferred stack  to  30th  June,  1872 597,583  70 


$2,816,768  12 


Our  examination  of  this  statement  results  in 
showing,  that  instead  of  a  credit  balance  of 
$1,683,507.94  existing  on  the  30th  September, 
1871,  there  was  in  fact  a  deficit  of  $456,444.78, 
and  as  to  the  alleged  profit  of  the  year,  stated  at 
$1,730,843.88,  that  it  did  not  in  point  of  fact 
exceed  the  sum  of  $1,021,347.30,  the  differ- 
ence of  error  as  to  the  balance  of  30tb  Sep- 
tember, 1871,  being $2,139,952  72 

And^as  to  the  profit  of  the  year 709,496  58 


$2,849,449  30 
Leaving  the  balance  at  the  debit  of  the  Profit 
and  Loss  Account  on  the  30th  September, 
1872,  at  the  sum  of  32,681  18 


Instead  of  a  credit  balance  of $2,816,768  t2 


exclusive  of  any  loss  that  may  arise  on  the  realization  of  the 
book  debts  and  securities  which  then  were  and  may  be  still 
outstanding.  A  comparative  profit  and  loss  account  to  the 
30th  of  September,  1872,  is  given  in  the  appendix  marked  A, 
showing,  in  juxtaposition,  the  figures  of  the  published  accounts 
and  of  the  corrected  accounts. 

No.  3. 

The  accounts  No.  3  were  issued  with  the  semi-annual  report 
of  President  Watson  to  the  shareholders,  dated  2d  September, 
1873,  and  were  for  the  period  of  nine  months,  ending  30th 
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June,  1873.  Their  subjecb  matter  is  comprised  in  the  statutory 
accounts  (No.  4)  for  the  year  ending  30th  September,  1873. 
These  accounts  comprise  a  profit  and  loss  account,  to  the  credit 
of  which,  as  on  the  30th  September,  1872,  is  brought  forward 
the  balance  of  $2,81(5,763.12  reported  on  under  No.  2.  We 
find  that  from  this  profit  and  loss  account  are  omitted  certain, 
items  proper  to  it,  and  which  are  included  in  the  succeeding 
statutory  accounts  ;  the  effect  of  such  omission  beiDg  to  over- 
state the  apparent  profit  of  the  period  to  the  extent  of  $549,- 
194.92.  The  particulars  of  this  sum  are  set  out  in  the  state- 
ment marked  B  in  the  appendix. 

No.  4. 

The  statutory  accounts  (No.  4)  accompany  a  report  made  to 
the  bond  and  shareholders  by  President  Watson,  dated  Lon- 
don, 4th  February,  1874.  These  accounts  include  a  statement 
designated  "  Earnings  and  Cash  Eeceipts  and  Payments," 
which  is  in  effect  a  profit  and  loss  account  for  the  year  ending 
30th  September,  1873  ;  but  in  which  the  nominal  credit  balance 
of  $2,816,768.12  shown  by  the  preceding  statutory  account 
(No.  2)  is  not  brought  forward.' 

This  statement  exhibits  a  "  surplus  for  the  year" 

of ■••• $368,884  01 

After  payment   of  proportion   of  dividends  on 

stock  chargeable  to  the  present  fiscal  year . .   1,569,437  77 


Showing  the  profit  of  the  year  to  have  been $1,9 b8,321  78 


A  result  which  agrees  with  the  profit  and  loss  account  as  for 
the  year  in  the  company's  ledger. 

There  are,  however,  corrections  applicable  to  these  accounts 
amounting  to  $14,94,449.2(1,  which  reduce  the  apparent  profit  of 
$1,938,321.78  to  $443,872.58.  A  comparative  profit  and  loss 
account  for  the  year  1872-3,  marked  C,  is  set  out  in  the  ap- 
pendix, showing,  in  juxtaposition,  the  figures  of  the  published 
and  of  the  corrected  account. 
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Summary. 

Of  the  foregoing  differences  affecting  the  profit  and  loss 
account  between  30th  September,  1871,  and  30th  Septem-, 
ber,  1873 : 


Date. 

Profit  as 

shown  by  the 

Company's 

Books. 

Corrections. 

Corrected  Besot/is. 

Profit. , 

Loss. 

1871. 

$1,683,507  94 
1,730.843  88 
1,938,321  78 

$2,189,952  72 

709  496  58 

1,494,449  20 

$1,021,347  30 
443,872  58 

$456,444  78 

Tear  ending  30th  September,  1372. . . 
Year  ending  30th  September,  1873. . . 

$1,465,219  88 
456,444  78 

$5,352,673  60 

$4,343,898.50 

$1,008,775  10 

From  the  foregoing  summary  it  appears  that  the  total  amount 
available  for  dividend  during  the  two  years  ending  30th  Sep- 
tember, 1873,  was  11,008,775.10  instead  of  $5,352,673.60,  the 
amount  appearing  in  the  published  accounts  of  the  company, 
the  difference  being  $4,343,898.50  ;  the  details  of  such  differ- 
ence are  set  forth  in  the  statement  marked  Din  the  appendix ; 
the  corrections  affect  both  sides  of  the  profit  and  loss  account, 
thus  : 

Corrections  to  the  debit $5,221,176  77 

Corrections  to  the  credit 877,278  27 

Balance  of  corrections $4,343,S98  50 

This  amount  of  ascertained  error  is  liable  to  be  increased  in 
respect  of  the  following  matters,  which  cannot  be  at  present 
determined : 

1.  The  sum  of  $400,000  is  charged  by  Messrs.  Bischoffsheim 
&  Goldschmidt,  under  date  of  19th  October,  1872,  against  the 
company  as  for  "  special  *'  expenses  paid  in  connection  with 
the  removal  of  the  Board  of  Directors  under  the  presidency 
of  Mr.  Jay  Gould  :  this  charge,  we  understand,  is  not  adopt- 
ed by  the  company,  but,  should  it  be  successfully  maintained, 
we  are  of  opinion  that  it  will  constitute  a  further  debit  to  the 
profit  and  loss  account. 

2.  Certain  items  at  present  standing  charged,  to  Capital,  but 
questionably  so,  to  the  extent  of  about  $160,000,  , .  , 
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3.  The  loss  incurred  in  the  issue  of  consolidated  and  con- 
vertible bonds,  amounting  on  the  30th.  September,  1873,  to 
$1,214901.75 ;  the  whole  of  this  sum  we  consider  to  be  prop- 
erly a  charge  against  earnings,  but  to  be  spread  over  the  period 
of  the  currency  of  the  bonds  and  charged  periodically  to  profit 
and  loss  in  such  proportion  as  would  exhaust,  the  entire 
amount  at  the  due  date  of  the  bonds. 

4.  Any  liability  which  might  arise  in  respect  of  bonds  of 
the  Boston,  Hartford  &  Erie  Eailway  beyond  the  special 
guarantee  given  by  the  Erie  Company  in  respect  of  $1,900,000 
bonds  dealt  with  by  the  compaay. 

5.  The  extent  (if  any)  to  which  the  profit  and  loss  account 
of  the  period  under  investigation  may  have  been  short  charged 
in  respect  of  deterioration  of  permanent  way  and  rolling  stock; 
from  the  absence  of  the  necessary  returns  we  are  unable  to 
express  any  opinion  on  this  point. 

We  propose  now  to  make  some  explanatory  remarks  on 
certain  of  the  more  important  errors  disclosed  by  our  investi- 
tion  and  included  in  the  preceding  statement.  They  are  as 
follows : 

Debit  Items. 

(A.)  Atlantic   &  Great  Western  Railway  profit 

and  loss  account $1,665,288  48 

(B.)  Boston,  Hartford  &  Erie  Railway  guaran- 
teed interest  account 605,810  13 

(C.)  Messrs.  Bischoffsheim  &  Goldschmidt's  ac- 
count of  interest  and  charges 254,049  14 

(D.)  Surplus  stock,  result  of  inventory  taken  3 1st 

December,  1872. 602,196  42 

(12.)  Reparation  of  roadway  and  building  ac- 
count        508,10199 

(F.)  Reparation    of    motive    power    and    cars 

account  (rolling  stock).. 404,304  23  . 

Credit  Items. 
(G.)  Coupons  on  consolidated  bonds,' due  Sep- 
tember, 1872,  and  March,  1873 130,118  37 

Coupons    on    convertible    bonds,    due 

March,  1873 162,816  43 

{EL)  Overcharges  to  Road  Department 1 .       170,000  00 
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Remarks  on  Item  A  (Atlantic  &  Great  Western). 

(Amounting  to  $1,665,288.48.) 

This  sum  represents  the  loss  incurred  by  the  company  in 
connection  with  the  working  oi  the  Atlantic  &  Great  Western 
Eailway,  and  consists  of  loss  which,  to  the  extent  of  $1,081,- 
251.30,  had  been  ascertained  and  shown  by  the  books  to  have 
existed  up  to  the  30th  September,  1871,  and  which  had  beon 
set  forth  and  treated  as  loss  in  the  several  statutory  accounts 
for  the  years  1869-70  and  1870-71.  Notwithstanding  these 
facts,  the  item,  increased  to  $1,256,645.51,  has  been  suffered  to 
remain  on  the  books  as  an  asset,  and  was  included  in  the 
statement  of  assets  published  by  President  Watson  with  his 
report,  dated  2d  September,  1873,  accompanying  the  accounts 
to  30th  June,  1873. 

Remarks  on  Item  B  (Boston,  Hartford  &  Brie). 
(Amounting  to  $605,810.13.) 

In  virtue  of  special  guarantees  given  by  the  Erie 
Company,  interest  had  been  paid  on  bonds  of 
the  Boston,  Hartford  &  Erie  Railroad  Com- 
pany to  30th  June,  1873,  amounting  to 572,560  13 

And  three  months'  further  interest  thereon  had 
accrued  due  to  the  30th  September,  1873, 
amounting  to.. 33,2-30  00 


Together $605,810  13 

This  company  has  ceased  to  exist,*  while  the  liability  of  the 
Erie  Company  to  future  annual  payments  of  $133,000  still 
subsists.  The  circumstances  in  which  the  Boston,  Hartford 
&  Erie  Company  had  been  placed  for  years  were  such  as  to 
render  any  recovery  from  it  improbable,  and  the  payments 
made  should  not  have  been  treated  as  assets,  but  charged  off 
from  time  to  time  to  the  debit  of  profit  and  loss.  The  true 
character  of  these  payments  appears  to  have  been  appreciated 
by  the  Erie  Company  under  the  Jay  Gould  administration, 
for  we  find  that  so  far  back  as  September,  1S70,  the  payments 
made  to  that  date,  amounting  to  $130,240.25,  were  transferred 


This  statement  of  the  Auditor's  requires  explanation. — London  Secretary 
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to  tlie  debit  of  profit  and  loss,  which  sum  was,  however,  re- 
transferred,  through  the  medium  of  an  account  called  the 
"  Profit  and  Loss  Adjustment  Account,"  to  the  credit  of  profit 
and  loss  under  date  of  September,  1873. 

Remaeks  on  Item-  C   (Messrs.    Bischoffsheim    &  Gold- 

schmidt's  Account). 

(Amounting  to  $254,049.14.) 

Various  charges  for  interest  on  loans,  commissions,  and  cer- 
tain expenses  incurred  iu  London,  made  by  the  above  firm  in 
their  capacity  of  agents,  have  not  been  entered  in  the  com- 
pany's books,  and  have  consequently  not  been  debited  as  they 
should  have  been,  to  profit  and  loss  account,  although  they 
duly  appear  in  the  several  accounts  current  rendered  by  that 
firm  from  time  to  time  to  the  company.  The  total  of  the  items 
so  omitted  from  profit  and  loss  is  $254,049.14. 

Kemaeks  on  Item  D  (Sueplus  Stock). 
(Amounting  to  $602,196.42.) 

In  pursuance  of  instructions  (for  copy  of  which  vide  Ap- 
pendix E),  issued  by  President  Watson  to  the  "  officers  of  the 
departments  of  Transportation,  Road,  and  Rolling  Stock," 
dated  14th  December,  1872,  an  inventory  was  taken  of  all  tools 
and  materials  on  hand  on  the  31st  day  of  December,  1872. 

These  instructions  pointed  out  that  the  inventory  of  the 
Transportation  Department,  for  example,  was  to  embrace  inter 
alia  all  tools,  office  equipments,  stationery  at  stations  and 
offices — all  materials  and  tools  on  trains  and  engines — wood, 
sawed  and  unsawed— coal,  anthracite  and  bituminous — oil, 
waste,  tallow,  and  all  other  materials  and  tools  held  for  use  or 
in  hand,  old  or  new,  and  from  whatever  source  received— all 
materials  and  tools  not  available  or  unsuitable  for  use  as  far 
as  known.  Like  directions  are  given  in  reference  to  the  in- 
ventories of  the  Road  Department  and  the  Rolling  Stock  De- 
partment. 

These  instructions  involved  the  adoption  of  a  different 
method  of  arriving  at  the  amount  of  available  materials  on 
hand  from  that  which  had  previously  prevailed ;  the  former 
method  was  to  consider  all  tools  and  materials  issued  for  any 
specific  use  as  consumed,  and  consequently  as  forming  direct 
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and  final  charges  against  revenue  or  capital,  as  the  case  might 
be,  at  the  time  of  issue,  and,  therefore,  not  proper  to  be  in- 
cluded in  any  subsequent  iuventory  of  available  materials  on 
hand.  For  instance,  a  considerable  part  of  the  property  com- 
ing under  the  description  of  "  office  equipments  at  stations  and 
offices,"  would  consist  of  furniture  and  fittings,  forming  part  of 
the  assets  taken  over  from  the  New  York  <fe  Erie  Eailroad,  on 
its  absorption  by  the  Erie  Company  in  1861,  and  the  amount 
of  which  had  been  properly  treated  as  part  of  the  original 
capital  expenditure  of  the  Erie  Company.  Other  items  of 
property  similarly  circumstanced  and  spread  over  the  lines, 
works,  and  stations,  would  also,  under  the  instructions,  be  in- 
cluded in  the  inventory.  The  practical  effect  of  compli- 
aneo  with  the  instructions,  therefore,  was  to  bring  back  into 
the  stock  account  a  vast  quantity  of  miscellaneous  property 
which  had  been  previously  treated  in  the  accounts  as  consumed 
for  both  capital  and  revenue  purposes,  thereby  creating  an  ap- 
parent surplus  of  available  materials  in  excess  of  the  balances 
shown  by  the  several  ledger  accounts,  purporting  to  represent 
the  value  of  the  stocks  of  materials  on  hand. 

The  apparent  surplus  value  of  materials  on  hand,  as  on  the 
31st  December,  1872,  so  produced,  was  as  follows  : 


Per  Ledger. 

Per 

Inventory. 

Apparent 
Surplus. 

$128,939  76 
259,079  34 
676,424  52 

$245,601  70 
525,284  05 
895,754  29 

$116,661  94 
266,204  71 

219,329  77 

Total 

$1,064,443  62 

$1,666,640'  04 

$602,196  42 

The  correct  method  of  dealing  with  these  results  of  the  in- 
ventory, assuming  the  surplus  to  have  really  existed,  would 
have  been  to  place  its  amount  to  the  credit  of  the  respective 
accounts,  whether  of  profit  and  loss  or  capital,  to  which  the 
issues  were  originally  charged,  whereas  the  actual  course  pur- 
sued was  to  bring  the  whole  amount  of  $ti02,196.42  to  the 
credit  of  the  profit  and  loss  account  for  the  three  months 
ending  31st  December,  1872,  and  that  not  under  the  heads  of 
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the  expense  departments,  from  whence  the  apparent  surplus 
was  derived,  but  in  diminution  of  the  expenses  of  that  period, 
under  the  following  heads,  viz. : 

Expenses  of  Transportation  Department $263,000  00 

— against    the     apparent    surplus 

under  this  head  of $116,661  94 

Expenses  of  Eoad  Department 234,000  00 

— against     the     apparent     surplus 

under  this  head  of $266,204  71 

Expenses  of  Boiling  Stock  Department 105,196  42 

— against    the     apparent    surplus 

under  this  head  of $219,329  77 


$602,196  42 


This  is  a  purely  arbitrary  appropriation  of  the  alleged  sur- 
plus of  materials,  and  we  observe,  as  to  the  amount  applied 
in  reduction  of  the  expenses  of  the  Transportation  Depart- 
ment that  the  heads  of  expense  so  reduced  are  those  composed 
mainly  of  wages  and  other  cash  payments,  as  follows  : 

Freight  agents  and  commissions $18,000  00 

Labor,  loading  and  unloading  freight 140,000  00 

Porters,  watchmen  and  switch- tenders 14,000  00 

Conductors,  baggage  and  brakemen 19,000  00 

Enginemen  and  firemen 36,000  00 

Superintendents  and  contingencies 36,000  00 

$263,000  00 


The  fallacy  of  the  alleged  surplus  is  conclusively  shown  by 
the  fact,  ascertained  in  the  course  of  our  examination,  that 
errors  of  omission  from  the  debit  of  the  several  ledger  accounts 
— purporting  to  represent  the  value  of  materials  on  hand — 
existed  to  the  extent  of  $250,744.20,  the  correction  of  which, 
by  increasing  the  balances  of  the  ledger  accounts,  would  neces- 
sarily have  reduced  proportionately  the  figures  of  the  appar- 
ent surplus. 
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Remarks  on  Item  E  (Reparation  of  Roadway  and  Buildings)* 
(Amounting  to  $508,101.99.) 

The  Profit  and  Loss  Account  for  the  six  months  ending  30th 
June,  1873,  was  relieved  from  expenditure  under  this  head  to 
the  extent  of  $719,600,  on  the  ground  that  the  actual  expendi- 
ture of  the  period  was  in  excess  of  the'  amount  properly  due 
to  the  traffic  of  the  period  by  that  amount.  This  amount  was 
accordingly  credited  to  profit  and  loss,  and  debited  to  an  ex- 
ceptional account  called  "  Reparation  of  Roadway  and  Build- 
ings ;"  but  this  account  was  subsequently  credited  with  the 
estimated  difference  in  value  between  steel  rails  laid  to  replace 
old  iron  rails  during  the  nine  months  ending  30th  June,  1873, 
amounting  to  $211,498.01,  whereby  the  original  debit  to  the 
Reparation  Account  was  reduced  to  a  balance  of  $50S,101.99, 
at  which  figure  it  still  stands  in  the  books  as  an  open  balance, 
not  charged  off  to  either  capital  or  revenue. 

On  this  state  of  things  we  remark  that,  assuming  the  ex- 
penses of  the  six  months  'to  30th  June,  1873,  to  have  been 
rendeied  larger  than  would  have  been  necessary  had  tbe  roads 
and  buildings  been  kept  in  proper  repair  in  former  periods,  the 
circumstance  would  afford  no  justification  for  transferring  the 
excess  to  an  inoperative  account,  such  as  the  so-called  Repara- 
tion Account.  As  a  matter  of  fact,  the  expense  had  been  in- 
curred and  remained  a  charge  on  the  revenue  of  the  company, 
and  the  utmost  use  that  could  legitimately  be  made  of  the 
comparison  of  it  with  that  of  former  periods  was  to  account 
for  and  explain  the  excessive  amount  of  expenditure  incurred 
during  the  period  ending  30th  June,  1873. 

Remarks  on  Item  F  (Reparation  of  Rolling  Stock). 
(Amounting  to  $404,301.23.) 

The  process  by  which  profit  and  loss  has  been  relieved  of 
the  charge  of  $404,304.23,  is  exactly  similar  to  that  adopted  in 
reference  to  the  last  item,  the  amount  being  transferred  from 
the  account  of  expenses  rolling  stock  department  to  an  account 
designated  "  Reparation  of  Motive  Power  and  Oars,"  and 
allowed  to  remain  at  the  debit  of  such  account  as  an  open 
balance.  The  remarks  made  on  the  preceding  item  are  equally 
applicable  to  this. 

In  respect  of  both  these  items,  the  comparison  instituted 
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with  former  peripds  is  fallacious,  inasmuch  as  the  expenditure 
during  the  period  taken  as  the  basis  of  the  comparison  is  ad- 
mitted by  the  official  reports  to  have  been  insufficient  to  cover 
the  deterioration  due  to  the  traffic  of  that  period. 

Eemarks  on  Item  G, 
(Amounting  to  $292,93480.) 

Coupons  due  in  September,  1872,  and  March,  1873,  on  Con- 
solidated Bonds. 

Coupons  due  in  March,  1873,  on  Convertible  Bonds. 

The  full  amount  of  the  coupons  due  at  the  above  quoted 
dates  is  in  the  books  of  the  company  charged  direct  to  the 
debit  of  profit  and  loss;  but  being  the  first  coupons  payable  on 
the  bonds  of  those  issues,  their  amount  is  in  excess  of  the  in- 
terest that  would  accrue  on  the  periodical  installments  paid  to 
the  company  on  account  of  the  principal  of  the  bonds,  and 
constitute  pro  tanto  an  addition  to  the  discount  at  which  the 
bonds  were  issued,  and  ought  to  be  distinguished  accordingly. 
This  we  have  done,  and  find  that  the  amount  of  such  coupons 
is  in  excess  of  interest  to  the  extent  of  $292,934.80,  which  sum 
we  transfer  from  the  debit  of  profit  and  loss  to  that  of  an  ac- 
count to  represent  loss  on  the  issues  of  bonds. 

Bemaeks  on  Item  H. 
(Amounting  to  $170,000.) 

Credits  in  reduction  of  expenses  of  Boad  Department. 

This  item  arises  in  connection  with  the  expenses  of  the 
Boad  Department  for  the  months  of  October,  November  and 
December,  1872 ;  the  amount  of  such  expenses  for  that  period 
was  based,  not  upon  the  data  presented  by  the  ordinary  cur- 
rent accounts  kept  for  recording  them,  but  upon  returns  made 
by  the  out-door  officers  of  the  department. 

The  ledger  accounts  showed  the  following  amounts  as  the 
expenses  incurred  during  the  three  months  ending  31st  Decem- 
ber, 1872,,  viz.  : 
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Wages  and  vouchers $563,245  13 

Materials  purchased 126,163  71 

Materials  from  other  sources  162,495  63 


$841,904  47 
Less  amounts  charged  to  other  departments  and 

to  construction 222,941  86 

Amount  to  debit  of  expenses  of  Road  Depart- 
ment       $618,962  61 

The  amount  derived  from  the  returns  was 1,014,503  89 


Excess  over  amount  charged  in  the  books $395,5  ll  28 

This  excess  was  taken  to  represent  the  value  of  materials 
issued  from  the  company's  engineering  stores  during  those 
three  months,  and  was  dealt  with  accordingly  in  the  books,  by 
means  of  an  entry  under  date  of  31st  December,  1872,  for  the 
total  sum  of  $395,541.28  as  for  materials  issued  and  consumed. 

We  bave  endeavored  to  arrive  at  the  correct  amount  of  the 
materials  issued  during  those  three  months,  but  owing  to 
the  circumstance  that  no  account  of  them  was  entered  in  the 
books,  and  to  the  defective  character  of  the  documents  avail- 
able for  the  purpose  of  the  inquiry,  we  are  not  enabled  to  state 
the  precise  amount  of  such  issues;  however,  from  a  considera- 
tion of  the  available  data  and  of  the  effect  of  crediting  the 
amount  of  the  excess  to  the  account  "  Materials,  Eoad  Depart- 
ment," which  was  to  reduce  the  balance  considerablv  below 
its  normal  average  amount,  we  estimate  that  a  sum  of  $100,000 
or  thereabouts  has  been  overcharged  to  profit  and  loss.  In 
adjusting  that  account  we  have  accordingly  given  credit  for  this 
estimated  overcharge. 

In  March,  1873,  a  payment  of  money  was  made  to  the  Elrnira 
Rolling  Mills  Company,  in  lieu  of  old  rails  which  should  have 
been  delivered  to  them  in  terms  of  their  contract,  for  the  ex- 
change of  re-rolled  rails  supplied  by  them  at  various  previous 
dates.  This  paymer-t  has  been  charged  to  the  account  of 
"  Expenses  of  Road  Department,"  whereas  it  should  have  been 
charged  to  the  account  of  "  Materials,  Road  Department ;" 
the  effect  of  this  error  was  to  overstate  the  expenses  of  the 
department  by  about  $70,000,  which  we  correct  in  our  adjust- 
ment of  the  profit  and  loss  account  by  crediting  it  with  that 
amount. 
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Dividends. 

The  following  is  a  statement  of  the  dividends  declared  and 
paid  during  the  period  embraced  by  our  investigation : 


Date  when  Declared. 

On  Preference 
Stock. 

On  Common 
Stock. 

Total. 

29th  December,  1871. 

a.     $298,791   85 

$298,791  85 
298.791  85 

29th  May,  1872 

6.       298.791  85 

c.  298.791  85 

d.  298,791  85 

e.  $1,365,100  00 
/.      780,000  00 

1,663,791   85 

2d  September,  1873 

1,078,791  85 

$1,195,167  40 

$2,145,000  00 

$3,340,lt>7  40 

The  Board  minute  on  which  the  declaration  of  the  dividend 
(a)  proceeded,  states  it  to  be  based  on  "  an  estimate  of  the 
earnings  of  the  Erie  Railway  for  the  six  months  beginning  1st 
July,  1871  ;  that  a  sufficient  amount  has  probably  been  earned 
in  that  period  to  justify  the  resumption  of  dividends  on  the 
preferred  stock,"  and  a  dividend  was  accordingly  declared  of 
3^  per  cent,  for  the  six  months  ending  31st  December,  1871. 

The  minute  declaring  the  dividend  (6),  states  it  to  be  3^  per 
cent.  "  from  the  earnings  of  the  current  six  months." 

The  dividends  (c)  and  (e)  proceeded  upon  a  report  from  the 
President  on  the  earnings  and  expenses  of  the  company  for  the 
year  ending  31st  December,  1872,  and  on  an  identical  state- 
ment of  figures  from  the  Auditor-General,  but  how  those 
figures  were  arrived  at  the  books  do  not  show.  After  consid- 
siderable  discussion,  resolutions  were  passed  declaring  a  divi- 
dend of  3J  per  cent,  upon  the  preferred  stock,  "  out  of  the 
earnings  of  the  company  for  the  six  months  ending  31st 
December,  1872,"  and  a  dividend  of  1|  per  cent,  upon  the  com- 
mon stock  for  the  twelve  months  ending  31st  December,  1872. 

The  accounts  presented  by  the  Auditor,  and  the  question  of 
dividend  for  the  six  months  ending  30th  June,  1873,  on  the 
common  stock  and  the  preferred  stock  were,  by  a  minute  of 
the  Board,  dated  28th  August,  1873,  referred  to  a  committee, 
who  made  their  report  to  the  Board  at  its  meeting  on  the  2d 
September,  1873,  recommending  a  dividend  of  3^  percent, 
upon  the  preferred  stock,  and  of  L  per  cent,  upon  the  common 
stock,  and  a  resolution  was  thereupon  passed  by  the    Board 
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declaring  dividends  (d  and/)  in  pursuance  of  such  recommenda- 
tion, "  out  of  the  earnings  of  the  road,  appearing  to  its  credit 
"  as  by  the  Auditor's  accounts." 

The  accounts  here  referred  to  are  identical  with  those  pub- 
lished with  the  semi-annual  report  of  the  President,  dated  2d 
September,  1873. 

A  copy  of  the  above-mentioned  minutes  are  set  out  in  the- 
appendix  marked  F. 

"With  respect  to  the  dividends  declared  upon  the  preferred 
stock,  the  result  of  our  investigation  is  to  show,  subject  to  the 
effect  on  the  profit  and  loss  of  the  periods  to  which  they  re- 
late, of  the  adjustment  of  the  charge  of  $400,000  made  by 
Messrs.  Bischoffsheim  &  Goldschmidt,  and  of  the  other  out- 
standings already  indicated^-that  the  earnings  were  sufficient 
to  justify  their  payment ;  the  corrected  amount  of  these  earn- 
ings for  the  two  years  ending  the  30th  of  September,  1873, 

is .'. $1,465,219  88 

The  four  dividends  (a,  b,  c,  d)  on  the  preferred 
stock  for  the  two  years  ending  30th  June, 
1873,  amount  to 1,195,167  40 

Leaving  the  sum  of, $270,052  48 

— which  would  have  been  presumably  applicable  to  the  payment 
of  dividend  on  the  common  stock  but  for  the  deficit  of 
$456,444.78  shown  by  the  corrected  profit  and  loss  account  to 
have  existed  on  the  30th  September,  1871. 

It  follows,  therefore,  that  there  existed  no  balance  of  profits 
applicable  to  the  payment  of  the  dividends  (e  and/)  declared 
upon  the  common  stock,  amounting  to  $2,145,000. 

Liabilities  and  Assets. 

The  only  statements  of  liabilities  and  assets  published  during 
the  period  under  investigation  are  those  comprised  in  the 
statutory  accounts  to  the  30th  of  September,  1872  (No.  2),- and 
those  accompanying  the  President's  semi-annual  report  to  the 
shareholders  to  the  30th  June,  1873  (No.  3). 

The  following  is  an  abstract  of  the  statement  of  liabilities 
and  assets  to  the  30th  September,  1872  : 

Liabilities,  30th  September,  1872  : 

Stock $86,536,910  00 

Bonds ,,..,, ,...,..     26,395,00Q  QQ 

81 
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Floating  debt  and  bills  payable,  after  de- 
ducting cash  in  bands  of  Treasurer  and 
agents  of  the  company,  and  current  ac- 
counts receivable 2,517,801  26 

Profit  and  loss 2,816,768  12 

$118,265,5)79  38 

Assets,  30th  September,  1872  : 

Cost  of  road  and  equipment $108,807,687  26 

Construction  accounts 2,601,705  31 

Lake  Erie  propellers  and.  other  items. 1,287,360  39 

Bonds  of  other  companies 3,205,431  64 

Stocks  of  other  companies 706,391  1L 

Materials  onhand  and  in  shops 1,597,400  67 

$118,265,979  38 


The  item  of  "  bonds"  includes  the  sum  of  $3,000,000  Con- 
solidated Mortg  ige  Bonds  which,  according  to  the  books  had 
been  re-purchased  by  the  company  previous  to  the  date  of  the 
statement,  and  were  not  then  extant,,  and  does  not  include  the 
bonds  which,  although  not  entered  in  the  books,  had  been 
issued  prior  to  and  were  existing  at  that  date,  amounting  to 
$i,3S3,500. 

The  item  of  "  Floating  Debt,"  etc.,  was  made  up  of  the 
following  sums  : 

Creditor  ledger  balances ....  $11,161,077  48 

From   which  were   deducted 

cash    and      other     debtor 

ledger  balances $5,643,776  22 

Bonds  re-purchased 3,000,000  00 

8,643,776  22 

Producing  the  sum  of $2,517,301  26 


— as  appearing  in  the  statement  of  liabilities. 

By  the  method  thus  adopted,  the  totals  both  of  liabilities 
and  assets  were  incorrectly  reduced  by  $8,613,776.22. 

The  statement  marked  G  in  the  appendix  is  a  comparative 
balance  sheet  to  the  oOfch  September,  1872,  setting  out  in 
parallel  columns  the  items  forming  the  statement  of  liabilities 
and  assets  as  published,  the  same  as  shown  by  the  books  of 
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the  company,  and  as   corrected  by  the  result  of  our  investiga- 
tion. 

The  subject  matter  of  the  statement  of  liabilities  and  assets 
included  in  the  published  accounts  to  the  30th  June,  1873, 
being  substantially  incorporated  in  the  balance  sheet  prepared 
by  us  to  the  30th  September,  1873,  it  has  not  been  necessary 
to  subject  that  statement  to  separate  and  distinct  examination 
and  correction. 

Information  elicited  by  our  investigation,  together  with  that 
contained  in  the  books,  has  enabled  us  to  prepare  the  accom- 
panying balance  sheet  to  the  30th  September,  1873,  in 
corroboration  of  the  results  arrived  at  by  us  in  relation  t'u  the 
profit  and  loss  account,  which  exhibits  a  net  deficit  of 
$2,331,392.30  at  that  date,  subject  to  the  probable  increase  in 
respect  of  matters  previously  referred  to  ( Vide  Appendix  H). 

This  balance  sheet  also  presents  a  general  view  of  the  posi- 
tion of  the  company  as  on  the  30th  September,  1873,  accord- 
ing to  the  books,  and  inclusive  of  °our  corrections ;  but  an 
authoiitative  examination  and  determination  of  the  many 
questions  both  of  law  and  fact,  which  affect  the  nature,  extent, 
and  value  of  its  multifarious  liabilities  and  assets,  must  be  ac- 
complished before  a  complete  elucidation  of  its  present  finan- 
cial position  can  be  effected.  And,  for  the  purposes  of  such 
an  examination,  much  useful  information  accumulated  in  the 
course  of  our  investigation — though  not  directly  bearing  on 
the  special  object  of  it,  as  indicated  by  our  instructions — can 
be  made  available. 

From  the  information  acquired  by  us  with  respect  to  the 
item  of  $8,229,234,  the  nominal  amount  of  real  estate  and 
bonds  and  shares  in  various  companies,  recovered  from  Jay 
Gould,  we  are  of  opinion  that  the  actual  value  of  the  re- 
coveries will  fall  very  far  short  of  the  sum  stated.  The  amount 
ultimately  realized  should  go  to  the  credit  of  capital  account. 

The  system  of  accounts  requires  amendment  in  many  im- 
portant paiticulars,  and  should  be  remodeled. 

The  President  and  officers  of  the  company  in  New  York 
readily  gave  us  complete  access  to  the  books  and  documents 
under  their  charge,  and  generally  rendered  us  eveiy  facility 
for  the  prosecution  of  the  inquiry  entrusted  to  us. 

We  remain,  gentlemen, 

Your  most  obedient  servants, 
QIULIEfl,  BALL  &  CO. 

AND,  YOONGS  &  CO. 
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Appendix  <*. 

COMPARATIVE  BALANCE   SHEET,   30TH  SEPTEMBER,  1 872,  COMPRIS- 

Dr. 


Liabilities. 


PnbliBhed 
Accounts. 


Ledger 
Balances. 


Corrected 

Ledger 

Balances. 


Common 'Stock 

Preferred  Stock 

"  "    (Dividend  Certificates) 

First  Mortgage  Bonds 

Second  "'         .' 

Third'  "  

Fourth  "  

Fifth  "  

Buffalo  Branch 

Si  erliug  Bonds 

Consolidated  Mortgage  Bow  Is 

Real  Estate  Bonds 

Floating  debt  and  bills  payable,  after  de- 
,  ducting  cash  in  hands  of  the  Treasurer 

and  agents  of  the  company,  aud  current 

accounts  receivable . . . 
Loans  on  demand,  bills  payable,  and  sundry 

credit  balances 

Profit  and  loss  balance 

Viz: 

Balance    30th 

Sept.,  1871.  $1,683,507  94 
Less — 

Dividend     to 

Dec,  1871..       298,791  85 


$78,000,000  00 
8,530,910  00 


3.000,000  00 

4,(100.0110  00 

6  000,000  00 

4,441.000  00 

926.6H0  00 

182.600.  00 

4.844.400  00 

3,000,000  00 

500  00 


2,517,301  26 
2,816,768  12 


$78  000  000  no 

8,536.910  00 

186.578  CO 

3  000.000  HI) 

4.000,0110  00 

6.000.000  0" 

4,441.0110  00 

926.601)  UO 

182-600  00 

4,844,400  00 


500  00 


$78,000. 
8,536. 

186. 
3,000. 
3.994, 
5,907, 
4,344 

880. 

182. 
4,606, 
5,015, 


000  00 
910  00 
578  00 
000  10 
000  00 
000  00 
OOll  00 
500  00 
600  00 
50()  00 
000  00 


10.974.499  48 
2,816,768  12 


Earnings,  less' 

expenses  t'o 

Sept.,  1872.  $5,644,464  91 
Less — 

Interest  on  '" 

Mor  t  g  a  g  e 

debt,  reuc 

leased  lines, 

and    su n- 

dries 3,913,621  03 


-$1,384,716  09! 


$1,730,843  88 


Dividend     t  o 

June,  1872..    $298,791  85 


-$1,432,052  03 


$2,816,768  12 
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Appendix  G. 

.ing  the  Corrections  in  the  Accounts  from  30th  Sept,,  1871. 

Or. 


Cost  ot  road, and  equipment.... 

CoDBtruction  Accounts  : 

Jeflerson  Railroad 

Newhurgh  &  New  York  Railroad 

Patei  Bt  in  &  Newark 

Suspension    Bridge    &    Erie    Junction 
Railroad . 

Fort  Lee  Railroad.. 

Newark  &  Hudson  Railroad 

Buffalo,  Bradtoid  ft  Pittsburgh  Railroad 

Haw  ley  Railroad 

Pavnn'ia  Horse  Railroad 

Barclay  Railroad .'....: 

Sundry  Properties  : 

Lake  Erie  Propellers  v 

Weehawken  pr<  pcrty  .* , 

Twenty-third  street  property.'.. . 

Penu  Horn  property .  * . .  . . * .  .-*. .  fc 

Brooklyn  Refinery...,, 

Bonds  of  various  Companies  : 

Newark  &  Hudson  liailruad 

Jefferson  Railroad 

Paterson  &  Newark  Railroad 

Boston,  Hartford  &  Erie  Railroad 

Buffalo,  Bradford  &  Pittsburgh  Railroad 

Newburg  &  New  York  Railroad 

Suspension    Bridge-  &    Erie  -Junction 
Railroad 

National  Stock  Yard  Company 

Glenwood  Coal  Company 

.  '   New  York  &  Boston  Express  Company. . 

Sundry  other  compauies 

Towanda  Coal  Company 

Stocks  of  various  companies  : 

Towanda  Coal  Company..,/ 

Erie  Oil-Car  Company 

Erie  &  Atlantic  Sleeping-Car  Company.. 

Union  Car  Company 

National  Stock  Yards  Company 

Suspension    Bridge    &   Erie  Junction 
Railroad 

Wallkill  Valley  Railroad 

Pavonia  Horse  Railroad 

Sundry  other  companies 

Materials  on  hand  and  in  shops 

"        in  printing  office , 

Cash  and  bills  on  hand,  balances  due  from 

agents  and  other  accounts 

Loss  on  issue  of  Consolidated  Bonds 

Special  expenses  paid  through  BischoffBheim 
&  Goldschmidt 


Pirblisbed 
Accounts. 


$108,807,687  26 

924.117  69 
259.668  -2; 
56.1,919  42 

155.980  32 

189,901-  23 

91,215  35 

85.780  87 

'  236.946  99 

86,906  99 

6,238  20 

573,317  78 

40i,4.">!)  41 

-     129.849  59 

100  733  61 

75.OU0  00 

200.000  00 
654.750.  00 
237.675  00 
2S2.300  CO 
185  Olio  Oi 
172,400  00 

62  600  00: 
647.66J  64 
350  0O0  00. 
.  143.641  00 
<  -.  85  200  00 
264,260  00 

238,000  00 

147.252  00 

118.680  00 

88.400  00 

30,985  95 

55.350  00 

27.113  16 

25.000  00 

35.613  00 

1,597,400  67 


Ledger 
Balances. 


Profit  and  loss  account : 
Balance  to 

debit,    30th 

Sept..  1871.. 
Balance  to 

credit,    year 

ending  30th 

Sept.,  1872.. $1,021,347  30 
■Less — 

Dividend     on 

Prefere  nee 

S  ha r e  s  to 

30th    June, 

1872 597,583  70 


$456,444  78 


423,763  60 


.979  38 


$108,807,687  26 

924,117  69 
259  61-8  25 
561.949  42 

155,980  32 

1S9.H0 1  23 

.  .94,215  35 

85.7811' .87 

'  '  2:)6.946  99 

86.906  99 

6,238  20 

573.317  78 

408  '459  41 

■  149  849  69 

.     100.733  61 

75,000  00 

200.000  00 
.654  760  00 
2i)7,675  00 
232,300  00 
185.000  00 
.  172.400  00 

32.600  00 
647.665  64 
350000  I  0 
143,641  00 

86,200  00 
264,200  00 

238.000  00 

147.252  00 

118.680  00 

88  400  00 

30,985  9 

'  '55  350  00 
27,113  16 
25.400  00 
70,863  110 

1,697,400  67 
.  25,388  02 

5,583,138  20 


Corrected 

Ledger 

.  .Balances. 


$109,021,434  74 

924.117  69 
259.668  'IS 
570,838  55 

165.980  32 
•1H9.027  85 
6^  352  15 
85  780  87 
'236.946  99 
86,906  99 


$123,909,765  60 


'  573,317  78 

1,628,459  41  ' 

130.224  59 

122,711  32 


200,000  00 
664.750  00 
237.675  00 
232,300  00 
185.000  00 
172,400  00 

32.600 '00 
647.665  64 
350  000  00 
17O.000  00 

53.200  00 
2C4,2(iO  00 

243,000  00 


165.004  97 
88,400  00 
30,985  95 

55.360  00 
27,113  16 
25,000  00 
78  388  00 
1,558.688  73 
15,829  54 

2,903.034  81 
392,740  10 

400,000  00 


32,681  18 


$123,269,774  68 
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Appendix  H. 

Genebal  Balance  Sheet,  30th  Septembeb,  1873,  Compbisisg 
Dr. 


To  Capital. 

Common  Shares 

Preference  Shares  . . . 
Mortgage  Bonds — 

1st  Mortgage 

2d  Mortgage 

3d  Mortgage 

4th  Mortgage 

5th  Mortgage. 

Sterling^ 

Consolidated 

Convertible. . 

Buffalo  Branch. 

Keal  Estate  Bonds. . 

Weehawken  Bonds. 


To  Floating  Debt. 

Temporary  Loans 

Bills.  Payable 

,   Sundrv  creditors  on  open  accounts  . . 

Unpaid  Interest  and  Dividends 

Interest  accrued 


To  Sdndhy  Ledger  Balances — 

Outstanding,  which  to  some  extent  may 
^  prove  to  be  liabilities 

To  Reclamations. 

tfi  cash  and  sundry  (doubtful)  debts 

Nominal  amount  of  property  reclaimed 
from  Jay  Gnuld,  the  realization  Irom 
which  should  be  credited  to  Capital 
Expenditure 


$2,485 

2,174 

4,852 

2.W37 

7<>9 

4,58" 

12,076 

8,00<! 

182, 

67, 

1,220; 


.000  00 
,000  00 
0Q0  00 
000  Oil 
51)0  00 
OdO  OH 
000  10 
000  00 
6i  10  00 
738  98 
000  00 


303,808  96 
1,060,718  67 
2,557,184  32 
1,347,743   15 

296,650  35 


91,404  32 


8.229,234  00 


$78,000,000  00 
8,636,910  00 


39,283,838  98 


6,566,105  35 


480,609  99 


8,320,638  32 


$140,188,102  64 
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the  Corrections  in  the  Accounts  from  30th  September,  1871. 

Cr. 


By  Capital  Expendituee. 

'  Cost  of  road  and  equipment . . 

$111,862,244  08 
2,770,832  26 

By  Leased  Lines  oe  Operated. 

Outlay  for   construction  and  improve- 

Sondky  Assets. 

By  cash  at  bankers  and  at  agents. . , 
"  General  Stores 

$351,708  24 
1,756,922  26 

2,756,632  18 
2,421,402  24 

3,087,597  64 

719,894  60 
1,948,321   08 

"  Traffic  and  cither  Balances  dne  to 

"  Bonds  anrl  Stocks  in  Leased  Lines. 
"  Bonds  and  Stocks  in  Sundry  Com- 

"  Cost  of  Coal  and  other  outlay  in 
Pennsylvania 

"  Sundry  Real  Estate 

13,042,478  24 

By  nominal  amount  of  property  reclaimed 
from  Jay  Gould,  viz.  : 

5,229,234  00 
3,000,000  00 

8,229,234  00 

Outstanding  Balances. 

By  sundry  debtor  balances  to  a  large 

extent  irrecoverable 

"  Loss  on  issues  of  Consolidated  and 
Convertible  Bonds 

337,020  01 

1,214,901  76 

400,000  00 

"  Special  Expenses  charged  by  Messrs. 
Bischoffsheim  and  Goldschmidt. . 

1,951,921  76 

By  Profit  and  Loss. 

Balance  at  debit,  30th  Sept.,  1871,  as 

Net  profit,  year  ending 

30th  Sept.,  1872. . .       $1,021,347  30 
Net  profit  year  ending 

30th  Sept.,  1873. . .            443,872  58 

456,444  78 
270,052  48 

$1,465,219  88 
Deduct  Dividends  paid 

on  Preference  Stock.        1,195,167  40 

Dividends  paid  on  Common  Stock, . . . 

$186,392  30 
2,145,000  on 

2.331,392  30 

v 

$140,188,102  64 
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N.  Y.  C.  &  H.  E.  E.  E.  Co.,  business  diverted  from, 
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from.  ,        mo  ins  a.iz_a.vz 
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to... 246 

Eailroads,  furnished  to : . .         1-6 

State  Engineer,  floating  debt,  explanation  of,  concern- 
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